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1. On 20 Novenber 1990 Cargill plc notified an operation by which
it wll acquire the entire issued share capital of United
Agricul tural Merchanting Limted (UAM from Unil ever plc. The
econom c sector directly affected by the operation is
agricultural nmerchanting in Geat Britain.

2. After full exam nation of the notification, the Comm ssion has
cone to the conclusionthat the operationfalls wthinthe scope
of Council Regulation No. 4064/89 and does not raise serious
doubts as to its conpatibility with the common market.

|. Parties to the concentration

Cargill plc is a wholly owned subsidiary of Cargill |ncorporated,
M nnesota, a US- conmpany with worldw de activities primarily in
comodity trading and the processing and distribution of
foodstuffs. Its consolidated worl dw de turnover in 1989/ 90 exceeded
5 billion ECUS, its Communi ty w de tur nover exceeded
250 million ECUS.

In the UK, Cargill operates in comodity trading and related
busi nesses including agricultural merchanting in the North-East of
Engl and.

UAMis a wholly owned subsidiary of Unilever plc. Its business is

agricultural merchanting throughout Geat Britain. UAM s turnover
anopunted to 291 mllion ECUS in 1989.
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I'l. Application of the nerger regulation

The takeover of UAM by Cargill through acquisition of total share
capital is a concentration in the sense of Article 3, para. 1 b) of
the nerger Regulation. The thresholds of Article 1 of Regul ation
4064/ 89 are net and the two-thirds rul e does not apply as Cargill's
Community wide turnover is not primarily realised in the UK

[11. Conpatibility

The acquisition does not raise serious doubts as to its
conpatibility with the commobn market. Both parties are active in
the agricultural nerchanting sector. Cargill operates only in the
Nort h- East of England whereas UAM is active throughout G eat
Britain.

As far as the horizontal effects resulting fromthe operation are
concerned, it does not lead to significant market positions in the
rel evant markets. Cargill is also active in sone up-stream and
down-stream markets such as aninmal feed production, oilseed
crushing and international grain trading. But the effect of the
merger on the vertical side, such as better access to sales or
supply markets in Geat Britain, does not create or strengthen
a domnant position in these markets nor in those in which
hori zontal consequences exi st.

1. Relevant narkets

a) Agricultural mnmerchanting covers a range of different
activities. It is adual-function business. It conprises the
supply of seed, fertilizers, agro-chem cals and ani mal feed
to farnmers, including an advisory service on all aspects of
crop treatnent. It also covers the trading of the farners
crop to the market. In t he agricultural nerchanting
sector seven different relevant product
mar kets have to be distingui shed:
- the production and sale of agricultural seed (cereals,

oi | seed, linseed, herbage and pul ses)

- the purchase and sale of fertilizers
- the purchase and sal e of agro-chem cals
- the purchase and sale of aninmal feed
- the purchase and sale of grain and pul ses
- the purchase and sale of oilseed rape.

b) Agricultural nmerchanting inits various forns, being mainly
a retail activity, is a locally orientated business.
Traditionally farnmers are served by | ocal representatives of
agricultural nmerchants within a radius of around 100 mles
fromthe merchant's outlet station. Seed, feed, fertilizers
and agro-chem cals are delivered to farm by the nerchants
wi thin such radius and the sane applies for cereals, pul ses
and oilseed rape, which are picked up from farns.
Consequent |y farners use t he servi ces of | ocal
representatives within the sane radius fromtheir farm

Neverthel ess the parties consider the rel evant geographic
mar ket for the different product markets to be Great Britain
and not | ocal or regional markets. The rel evant geographic
mar ket can be defined as the area where the undertaki ngs
concerned are involved in the supply and demand of
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products or servi ces, in which the conditions of
conpetition are sufficiently honbgeneous and which can be
di sti ngui shed fromnei ghbouri ng areas because conditi ons of
conpetition are appreciably different in those areas.

Because of the follow ng specificities of the agricultural
merchanting business in Geat Britain the national narket
coul d be considered as the rel evant geographi cal market:

- the different |local areas in which each outlet of the
parties concerned provides services to the farners are
so strongly interlinked that a segnentation into
di fferent mar ket s with significantly different
conditions of conpetitionis difficult to be shown. On
the facts of the case the Conm ssion has no indication
that appreciably different conditions of conpetition
exist in the wvarious agricultural areas of Geat
Britain.

- There are two ot her agricultural nerchants, Dal gety and
Kenneth W/I1son, who are, together wth UAM equally
represented throughout Geat Britain. Furt her nore
several conpetitors such as Allied Gain, Lillico and
Usbourne are active in a significant nunber of
| ocalities. The parties conpete with the abovenenti oned
conpetitors in a large nunber of different localities,
Dal gety and W1l son being |located in practically every
agricultural area where UAMor Cargill are represented.

- The absence of appreciably different conditions of
conpetition in the various regions of Geat Britain in
t he af fected product markets can further be expl ai ned by
the lowbarriers to entry existing on these nmarkets (see
below). As barriers are |ow, suppliers who are already
acting on a local or regional |evel can with ease extend
their activities into other areas. The ability of
merchants to nove into other areas without difficulty
reduces the possibility that different conditions of
conpetition can be established.

The question of the definition of the rel evant geographic
mar ket can remain open in this case. Even if one | ooks at
the | ocal areas in which each outlet of the parties provides
services to farnmers, thus considering the narrowest possi bl e
definition of the relevant geographic market, the nerger
does not raise serious doubts as to its conpatibility with
t he conmon mar ket .

2. Market shares
The regi on where both parties to the concentration are i nvol ved
in agricultural nerchanting and where as a consequence the
concentration has horizontal effects covers the North-East of
England (Lincol nshire, Lei cestershire, Nor t hanpt onshi re,
Bedf ordshi re, Notti nghanshire, Yorkshire, Northunberl and, Dur ham
and Hunber si de) .

In this region the aggregate nmarket shares of the parties in the
different product markets are all below 12 % except for the
oi | seed rape mar ket where the aggregate market shares amount to
26 % On the Dbasis of the information available to the
Conmmi ssion, there are no indications that the %Pgregate mar ket
shares of the parties in the |ocal areas refered to above coul d
| ead to the conclusion that the parties have a dom nant position
in a substantial part of the comon narket.
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This conclusion is reached in particular in the light of the
fol | ow ng:

3. Market structure

The market i s characterized by | owconcentrationinthe affected
mar ket s. There are about 200 agricul tural nmerchanting busi nesses
operating in Geat Britain. In practically every inportant
agricultural area farmers have the choice between at |[east 8 -
10 agricultural nmerchants, including the 3 national players.
This holds as well for the areas directly affected by the
nmer ger.

4. Barriers to entry _ _
The siﬁnificance of the market shares achieved by the parties
t hrough the nerger is further weakened by the fact that entry
barriers to the relevant product nmarkets are very low It is
possible to start up in this business on a small scale and to
subsequent|ly expand because of |ow capital start-up costs, the
absence of any need for technical know how, the small scal e of
operations, and the |local character of the Dbusiness.
Furthernore, suppliers who are already acting on a |ocal or
regional level can easily nove into other local areas if
conditions of conpetition change. The nobst recent inportant
entry was Allied Gainin 1983. In spite of the maturity of the
rel evant markets, Allied Grain succeeded i n becom ng one of the
nnsﬁ i nportant players inthe grain, retail seed and fertilizer
mar ket s.

5. Vertical integration )
On the vertical scale the inproved access of Cargill to the UK
grain and oi |l seed rape market does not | ead to an i npedi nent of
effective conpetition on down-stream nmarkets.

In the oil seed rape crushing market, Cargill has about 23 % of
UK crushing capacity, conpeting with Archer-Daniels-Mdland
conpany (ADM and BEOCO (both between 30 and 40 %9 and BOCM
(Unilever). Furthernore, oilseed rape crushers conpete wth
ot her oil seed processors |i ke soya bean or corn processors.

Ininternational grain trading, Cargill, covering 20 %of tota
UK exports, conpetes with other big international grain tradin
organi sations Iike Mark Rich, Toepfer, Dreyfus, Ferruzzi an
Soufflet. The i nproved access to British grain and oil seed rape
mar ket s does not therefore raise any serious doubts as to the
creation or strengthening of a domnant position which
sigEificantIy I npedes effective conpetition on the down-stream
mar ket .

V. Comments of third parties ] ) _

The notification of the Eroposed operation was published in the
O ficial Journal of the European Conmmunities on 23.11.1990Y. No
comments of third parties were received follow ng this publication.

For the above reasons the Conmm ssion has deci ded not to oppose the
notified operation and declares it conpatible with the comon
market. This decision is adopted pursuant to Art. 6 para. 1(b) of
Counci | Regul ation No. 4064/ 89.

Si gned
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