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Regi stered wi t h advi ce of
delivery to

Notifying party

Dear Sirs,

Subj ect: Case No. |V/M)37 - WMatsushital/ MCA
Notification of 3.12.1990 pursuant to Article 4 of Council
Regul ati on No 4064/ 89

1. The above notification concerns the acquisition of the whol e of
MCA Inc. (MCA) by Matsushita Acquisition Corp., a subsidiary of
Mat sushita Electrical Industrial Co. Ltd. (MEl). Excluded fromthe
acquisition are the Anerican television station WMR-TV and the
concessi oner of Yosemte Park, the Yosem te Park and Curry Conpany.

2. After full examnation of the notification, the Conm ssion has
cone to the conclusion that the notified operationfalls within the
scope of Council Regul ation No 4064/89 and does not raise serious
doubts as to its conpatibility with the common market.

|. Concentration

3. The acquisition of the whole of MCA by MElI through an agreed bid
is a concentration wthin the neaning of Article 3 (1)(b) of
Regul ati on No. 4064/ 89.

Il. Community dinension

4. The conbi ned turnover of MEl and MCA in the |last financial year
was 43 billion Ecu. Both undertakings concerned neet the
requi renents of Article 1(2)(b), Ml and MCA each having an
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aggregate Community-wi de turnover of nore than 250 m | lion Ecu, of
which not nore than two thirds is achieved in one and the sane
Menber State. The proposed concentration therefore has a Community
di nmensi on.

1. Conpatibility with the commbn nar ket

1. Mai n characteristics of the proposed concentration

5. Wth regard to horizontal relationships, the activities of MEl
and MCA do not overlap. Ml manufactures consuner electronic
products ("Technics", "Panasonic", "JVC'), and consuner househol d
electric appliances, as well as conmmunication and industrial
equi pnent, electronic conponents, kitchen-related products and
batteries. MCA's activities are filmed and nusic entertai nnent
("Universal Pictures", "Universal Tel evision", "MCA Records"), book
publishing, retail and mail order and other businesses including
theme parks. (lIts broadcasting and cabl e busi ness will be spun-off
and not be taken over by MElI. The Yosenmite Park and Curry Conpany
w Il according to the parties, be sold to an Anerican buyer after
the closing of the acquisition).

6. The nost inportant aspect of the proposed concentration is the
possibility that the conbination of the massive resources of MEl
with the market position of either party m ght create considerable
conpetitive advant ages. These structural characteristics and their
possi bl e i mpact on conpetition have also to be apprai sed according
to Article 2 (1)(b) of Regulation No. 4064/89 with regard to the
mar ket position of the undertakings concerned and their economc
and financial power, their access to markets and any barriers to
entry, in order to establish whether or not the concentration is
conpati ble with the common narket.

2. The rel evant markets

7. Both parties hold significant market positions. MEl is one of
t he | eadi ng producers of consuner audi o and video equi pnent. The
conpany is especially strong in video equi pnent where it | eads the
wor | d producti on of hone-use video cassette tape recorders (VCR s)
and rel ated products; on these markets MEl has significant market
shares within the Community. In VCR s, for instance, MEl's market
share anounts to 15% Conmunity-w de and from7%to 34%according to
the Menber State in question. Furthernore, as far as the Conm ssi on
is aware the VCR s produced within the Conmunity under the VHS
standard are produced under the licence of M, or in joint
ventures wth MEl

8. MCAis a mmjor producer of notion picture filnms for theatrica
rel ease, television, pay television, cable and honme video wth
mar ket shares below or slightly above 10% in the Conmmunity. It
al so manufactures and distributes recorded nusic, wth a market
share bel ow 5% in the EEC

9. Firstly, therefore, with regard to the relevant consuner
"software" entertainment markets there is a |inkage of the
financial resources of MEl with MCA's activities where adequate
finance is an inportant precondition of conpetitiveness. The
princi pal conpetitors of MCA, however, have financially strong
shar ehol ders or parent conpanies as well, |ike Paranmount (Gl f and
Western), Warner (Time-Warner), Colunbia Pictures (Sony) and
Twentieth Century Fox (News Corporation). This |inkage does,
therefore, not raise serious doubts as to its conpatibility with
t he conmmon mar ket .
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10. Secondly, wth regard to the consumer electronic hardware
markets on which MEl is a mgjor player, the |inkage of MEl's
"hardware" products with MCA's "software" seens |likely to provide
a significant conpetitive advantage to MeEl. This linkage nerits
nor e consi deration.

2. Possi bl e i npact of the hardware-software |inkage on the
rel evant markets.

11. In view of the information currently available to the
Commi ssion, there is a sufficient supply of notion picture filns
and recorded nusic for every mmjor technical standard or fornmat
used for broadcasting, honme audio and video systens and ci nenas.
Even if MCA should apply a market strategy for its software
products that favours MEl's hardware after the takeover, it is
unlikely that this could lead to the creation or strengthening of
a dom nant position on the side of MEl. The same applies for MEl
favouring MCA's software products.

12. In the short term therefore, the proposed concentration wll
not significantly i npede conpetition on rel evant hard- and software
markets wthin the Comunity as presently constituted. The
apprai sal of the proposed concentration has, however, to include
future devel opnents, especially the transformation of markets
t hrough techni cal progress.

Vi deo equi pnent markets

13. The structure of conpetition on the video equi pnent markets
will in a few years be affected by the introduction of HDTV (Hi gh
Definition Tel evision) and rel at ed products. The commerci al success
of new or inproved electronic products may at |east partly depend
on the availability of software which is attractive to consuners.
This is especially true, when the i ntroducti on of advanced hardwar e
goes along wth the creation of a newtechnical standard or fornmat.
Consuners will then be willing to buy new products only if an
adequate quantity of new software is avail able.

14. It is therefore necessary to consider whether MEl wll, after
t he takeover of MCA, be in such an advant ageous position that the
creation of a domi nant position on future video equi pnment markets
(as increasingly affected by HDTV technol ogy) is likely.

15. A hardware-software link could be particularly inportant for
t he success of HDTV hardware products in the event of there being
di fferent standards or formats for HDTV broadcasts, HDTV hone vi deo
systens and HDTV cinensa. In those circunstances a hardware
manuf acturer with a link to a software producer could facilitate
the tinmely launch of a conplete package on to a market thus
attracting consuners in the crucial early days, and thereby gai ni ng
a conpetitive advantage over its conpetitors. There are two
conpeting HDTV standards wunder devel opnent, the Japanese
Hi Vi si on/ Muse standard and the European MAC st andar d.

16. On the assunption that there will be conpeti ng HDTV-st andar ds,
it seens very likely that MCA as a subsidiary of MEIl will be one of
the first software conpanies to offer notion pictures under the
technical standard or format of MElI's video equipnment. This may,
prima facie, be a conpetitive advantage for MEl on future hardware
mar kets, but this would depend on a variety of factors. One such
factor will presumably be the way in which HDTV is introduced into
the Community markets.
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17. Anot her such factor is the availability of filnmed entertai nnent
from producers other than MCA. Currently, there is only one other
maj or vi deo equi pnent manufacturer who is |inked with a conpetitor
of MCA (Sony and Col unbia Pictures). MCA and Col unmbi a toget her
take a share of 16%of consuner video entertai nment products in the
Community. This is less than one third of the conbined share of
all seven major US film producing conpani es. No other significant
software conpany is linked with an inportant consuner el ectronics
conpany. These software conpanies will have conplete freedomas to
whet her and under which format they will offer notion pictures.
Conpetition on software markets may even force MCA to offer its
sof tware under several HDTV-standards.

18. Thus, there would remain a sufficient nunber of software
conpanies which could offer their notion pictures under the
conpeti ng HDTV-standard. On the basis of information currently
avail able on future developnents in these nmarkets, it does not
appear likely that the privileged access to software that MEl w ||
have after the proposed concentration will |ead to a dom nant
position which significantly inpedes conpetition.

Audi o Equi pnent ©Markets

19. The above analysis of video equipnent narkets applies in
principle as well for future audi o equi pnent markets. Thus, it is
not likely that the i nproved access to recorded nusic that MEl w |
have after the takeover of MCA wll lead to a dom nant position
whi ch significantly inpedes conpetition on future audi o equi pnent
mar ket s.

4. Concl usi on

20. The proposed concentration does therefore not raise serious
doubts as to its conpatibility with the common mar ket

X X
X

For the above reasons, the Comm ssion has deci ded not to oppose t he
notified operation and to declare it conpatible with the comon
mar ket. This decision is adopted in application of Article 6 (1)(b)
of Council Regul ation No. 4064/ 89.

For the Comm ssion,
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