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TRADEBE/SITA MERGER INQUIRY 

Summary of provisional findings 

Notified: 20 February 2014 

1. On 19 September a joint venture (JV) company, Tradebe Healthcare (Holdings) 

Limited (THHL), acquired all the shares in the healthcare risk waste (HRW) 

businesses of Tradebe Environmental Services Limited (Tradebe) and Sita UK 

Limited (Sita). Tradebe owns 75 per cent of the JV and Sita 25 per cent. 

2. On 29 October 2013, the Office of Fair Trading (OFT) referred the completed joint 

venture to the Competition Commission (CC) for investigation and report under the 

Enterprise Act 2002 (the Act). The CC must decide:1

3. Before the JV, Sita and Tradebe each provided HRW services in various parts of the 

UK. HRW is a type of waste produced in healthcare and related settings which 

requires treatment prior to disposal because it is potentially infectious or could 

otherwise be harmful to health. The main producer of HRW is the NHS (in particular 

acute hospitals and GP surgeries). The private healthcare sector and other health 

related activities also produce HRW and small amounts may also be produced in 

other settings. Producers are categorized as Large Quantity Generators (LQGs) or 

Small Quantity Generators (SQGs) according to the volume of waste produced at 

 whether a relevant merger 

situation has been created; and if so, whether the creation of that situation has 

resulted, or may be expected to result, in a substantial lessening of competition 

(SLC) within any market or markets in the UK for goods or services. Our terms of 

reference are set out in Appendix A. We are required to take our final decision and 

report by 14 April 2014. 

 
 
1 Under section 35 of the Act. 

http://www.legislation.gov.uk/ukpga/2002/40/section/35�
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single sites. Most LQGs are NHS hospitals. SQGs generate small amounts of waste 

at each site but in some cases NHS organizations procure HRW services collectively 

for multiple SQGs and these contracts can be for large volumes of HRW.  

4. HRW services include the collection, transport, treatment and disposal of HRW (as 

well as ancillary services particularly related to compliance and training in those 

functions). The different waste volumes of SQGs and LQGs result in differing 

collection requirements, particularly in frequency of collection, size of vehicle and the 

need for contingency arrangements. HRW collections from LQG customers are 

usually made daily in bulk using large trucks. The vehicle is usually filled in a single 

collection. Collections from SQGs are less frequent and are made with vans that 

collect HRW from several locations on a collection round. 

5. There are two types of treatment technology for HRW, namely high-temperature (HT) 

treatment, which uses incineration or pyrolysis to treat the HRW, and alternative 

technology (AT) treatment which uses a number of different techniques to make the 

HRW safe prior to disposal. Some HRW, such as anatomical waste, is required to 

receive HT treatment. 

6. We provisionally concluded that the transaction has resulted in the creation of a 

relevant merger situation and that we have the jurisdiction to consider whether the 

creation of that situation may be expected to result in an SLC within any market or 

markets in the UK for goods or services. 

7. We assessed the counterfactual. We have not received any evidence that the Sita 

HRW business (Sita HRW) would have exited the market in the foreseeable future. 

Although the business was loss-making, it had some value, particularly given its HT 

plant capacity. We provisionally concluded that the most likely counterfactual is that 
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Sita would have sold the HRW business to a third party, in particular because a 

credible third party had recently expressed an interest in purchasing the business.  

8. We assessed the appropriate relevant market within which to assess the competitive 

effects of the JV. We provisionally concluded that the product market is the market 

for the collection, treatment and disposal of HRW. The services supplied in this 

market are AT and HT waste collection and treatment. We provisionally concluded 

that this product market definition would satisfy the hypothetical monopolist test.  

9. We provisionally concluded that the relevant geographic markets, where the merger 

might have a competitive effect for LQGs and SQGs, were the areas around 

Birmingham and Gloucester. We also noted that the merger parties may compete 

against each other in the areas around Leeds/Sheffield and Manchester, and we 

considered the potential impact of the merger in these areas in our assessment of 

the competitive effects of the merger. 

10. In our assessment of the competitive effects of the merger we first considered the 

nature and extent of pre-merger competition. Based on information regarding the 

effective catchment area of plants, the customer portfolio of the merger parties and 

an analysis of bids made in tenders we provisionally concluded that the overlaps 

between the merger parties that were of potential competitive concern occurred in 

the Birmingham area and around Gloucester, extending part way to Bristol.  

11. SRCL has a strong position in both areas and Sita HRW and Tradebe HRW supply 

most of the remaining customers not supplied by SRCL. GW Butler exercised only a 

limited constraint in the Birmingham area and did not compete effectively in 

Gloucester. Grundon was also unlikely to exert a strong competitive constraint in the 

Birmingham and Gloucester areas. We found that other competitors, including 
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collection-only companies (for LQGs) did not compete strongly in these areas. A key 

factor is the distance of each competitor’s plants from its customers because of the 

importance of distance on transport costs, which form a large component of total 

cost. SRCL, Sita HRW and Tradebe HRW were usually better placed than other 

competitors in these areas because they usually had treatment plants closer to 

customers.  

12. We examined data regarding suppliers’ bids for specific customers. This data 

showed that both parties bid in the Birmingham and Gloucester areas. There were no 

examples of customers switching between the merger parties following a tender and 

only two examples where the parties ranked one and two in a tender, but these were 

both outside the Birmingham and Gloucester areas. Our analysis showed that SRCL 

won the greatest number and value of tenders. We provisionally concluded that 

SRCL acted as a strong competitor to the merger parties in the pre-merger situation 

and competed with each merger party substantially more effectively than the merger 

parties competed with each other. 

13. We then assessed the effects of the merger against the competitive position in our 

counterfactual (where Sita sold its HRW business to a third party). 

14. The merger parties had claimed that there would be efficiencies that would result 

from the merger, largely based on the internalization of HT waste flows. We 

assessed whether these efficiencies could be expected to enhance rivalry and 

provisionally concluded they would be rivalry enhancing since they were variable cost 

efficiencies that were timely, likely and sufficient to impact on competition. We also 

considered that they were merger specific and unlikely to be achieved in other ways. 
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15. We assessed the supply costs of different suppliers to evaluate their relative 

competitiveness in the area around Birmingham. This assessment was not meant to 

predict accurately the outcome of particular tenders but to generate insights into how 

the merger might affect competition. The assessment, in which prices were set on 

the basis of the average costs of suppliers, did not identify any cases where Tradebe 

HRW and Sita HRW separately would be the two most competitive bidders and 

indicated that the most effective constraint on the behaviour of the JV was SRCL: 

SRCL was always either the most competitive or the second most competitive bidder. 

We found that competitors to the JV, other than SRCL were unlikely to exert 

significant pressure on the JV due to higher costs. We also assessed the impact of 

suppliers bidding below their average cost. The results showed that Tradebe HRW 

and Sita HRW were more competitive than in the average cost assessment but did 

not indicate clearly an adverse effect from the merger. We did not think it was 

realistic to assume that bidding below average cost would be the normal bidding 

strategy for suppliers however. 

16. Our assessment suggested that the efficiencies generated by the merger would 

reduce the JV’s supply costs in the Birmingham area compared with those of 

Tradebe HRW and Sita HRW. We found that the efficiencies were timely, likely and 

sufficient to prevent an SLC from arising. We also found that the efficiencies were 

merger specific. In certain cases, where Tradebe HRW or Sita HRW was already the 

lowest cost competitor, the efficiency benefits resulting from the merger would be 

retained by the JV. However, in many cases we found that a share of these benefits 

would be passed through to customers because the JV would be expected to reduce 

price to win customers and increase sales. We estimated that about two-thirds of the 

value of the efficiencies created by the merger would be passed through to 

customers. There will also be cases where as a result of the merger SRCL would 

have to bid lower to retain the customer. Customers in the overlap areas are likely to 
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benefit because not only is SRCL likely to effectively constrain the JV post-merger, 

but the JV will also be a more effective constraint on SRCL. 

17. We noted that the merger would reduce the number of effective competitors in the 

area from three to two, at least over the short-to-medium term. SRCL’s market share 

in this area is approximately [60–70] per cent and the combined market share of the 

merger parties is around [30–40] per cent. We would usually be extremely concerned 

about the effect on competition and choice of a three-to-two merger. However, we 

found there were two important factors that alleviated our concerns. The first of these 

factors was the strength of SRCL as a competitor to the JV. As noted in paragraph 

15, we did not identify any cases where Tradebe HRW and Sita HRW were the two 

lowest-price bidders and as a result, we did not predict any increases in price due to 

the merger.  

18. We recognized that an alternative owner in the counterfactual might improve the 

efficiency of Sita HRW to make it more competitive. However, the second factor that 

alleviated our concerns is that our assessment suggests that the efficiencies 

generated by the merger would be rivalry-enhancing and in many cases a share of 

these benefits will be passed through to customers when they retender for HRW 

services.  

19. We found there appeared to be adequate capacity within the JV to allow it to 

redistribute waste flows to increase its competitiveness and to compete more 

strongly with SRCL in Birmingham and Gloucester. We also considered customer 

comments about the merger and noted that the weight of customer opinion 

suggested that the impact of the merger would be broadly neutral. 
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20. We examined the impact of the merger on SQGs separately. We found the combined 

SQG market share of the merger parties was low in the overlap areas and unilateral 

effects were unlikely to arise. We examined the impact on collection-only companies 

to assess whether there was a risk of foreclosure as a result of the JV. We 

provisionally concluded that SQGs have a range of alternatives to the JV to treat 

waste in the area of overlap and there will not be a strong incentive to foreclose 

collection-only companies as a result of the JV. 

21. We examined the possibility of coordinated effects occurring as a result of the 

merger. We did not receive any evidence to suggest that coordination is occurring or 

likely to occur as a result of the merger. We considered the characteristics of the 

market were unlikely to be conducive to coordination and provisionally concluded that 

coordinated effects were unlikely to occur as a result of the merger. 

22. We assessed countervailing factors and provisionally concluded that entry or 

expansion in Birmingham or Gloucester would not be timely, likely or sufficient to 

constrain any potential adverse effects of the JV on supply of HRW services in these 

areas. Due to limited ability of customers to threaten switching post-merger, the 

inability to impose costs on suppliers and the limited prospects of new entry 

facilitated by consortia in Birmingham or Gloucester, we provisionally concluded that 

buyer power (beyond the buyer power already built in to the bidding process which 

ensures that a proportion of efficiency savings are passed on to customers) is 

unlikely to act as a countervailing factor that would mitigate any adverse effects of 

the JV for LQG customers in the Birmingham and Gloucester areas. 

23. One member of the Group was concerned that the merger was effectively a three-to-

two merger as SRCL and the merger parties had approximately [60–70] per cent and 

[30–40] per cent market shares respectively in the Birmingham and Gloucester areas 
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post-merger. He believed that this would be embedded for the foreseeable future as 

new entry or expansion in the relevant area was unlikely and competition from other 

parties would continue to be minimal. Furthermore, the member was unconvinced on 

a balance of probabilities basis that a sufficiently significant proportion of merger 

efficiencies would be passed through to customers. 

24. We provisionally conclude, by a majority of 3:1, that due to the strong position of 

SRCL, the significant merger-specific efficiencies, and the fact that while the merger 

parties regularly bid in the same tenders, they do not constrain each other’s pricing to 

a significant extent, the JV would not be likely to give rise to an SLC in any market in 

the UK.  
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