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Anticipated acquisition by Akzo Nobel NV of Metlac Holding S.R.L  
 
ME/5319/12 
 
The OFT’s decision on reference under section 33(1) given on 23 May 2012. 
Full text of decision published 1 June 2012 
 

 

Please note that the square brackets indicate figures or text which have been 
deleted or replaced in ranges at the request of the parties or third parties for 
reasons of commercial confidentiality.  
 
PARTIES 
 
1. Akzo Nobel N.V. (Akzo Nobel) is a Dutch company active globally in the 

manufacture and supply of performance coatings, decorative paints, and 
speciality chemicals, including, through its subsidiary Akzo Nobel Coatings 
International B.V. (ANCI), metal packaging coatings. Akzo Nobel’s turnover 
in 2011 was €14.6 billion,1

 

 of which £[ ] million was attributable to the 
UK.  

2. Metlac Holding S.r.l (Metlac Holding) is a holding company, of which 51 
per cent is owned privately by three members of the Bocchio family and 49 
per cent is owned by ICI Italia, a subsidiary of ANCI. Metlac Holding owns 
55.56 per cent of the share capital in Metlac S.p.A (Metlac), along with 
Akzo Nobel, which owns the remaining 44.44 per cent through its 
subsidiary Mortar Investments International Limited. Metlac is active in the 
manufacture and supply of metal packaging coatings. Metlac’s global 
turnover was €[ ] million in 2010, of which €[ ] million was attributable to 
the UK. 

 
TRANSACTION 
 
3. When Akzo Nobel acquired Imperial Chemical Industries plc (ICI) in 2008, it 

acquired ICI’s minority stakes in Metlac Holding (49 per cent) which held 

                                        
1 £12.5 billion, based on average annual 2010 spot rate €1.1664/£. Source: Bank of England.  
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55.56 per cent of Metlac, and in Metlac itself (a 44.44 per cent),2 [ ].3

 

 
Akzo Nobel also acquired ICI’s call option to acquire the remaining shares. 
Akzo Nobel sent a formal notice in writing to Metlac on 23 December 2011 
to exercise this call option.  

4. The transfer of the shares which are subject to the call option shall become 
automatically effective '20 Business Days after the date in which any 
applicable Antitrust clearance has occurred'. The OFT therefore considers 
the transfer of the call option to be conditional on clearance from the OFT.4

 
 

5. The consideration to be paid for the exercise of the call option is around €[ 
] million, based on a pre-agreed formula.  

 
JURISDICTION 
 
6. Akzo Nobel does not have a controlling interest in Metlac. As set out 

above, Akzo Nobel has a direct minority stake in Metlac (44.44 per cent) 
which does not provide it with a controlling interest. In addition, it has a 
further minority stake (49 per cent) in Metlac Holding which itself has a 
controlling stake in Metlac. However, Akzo Nobel does not control Metlac 
Holding since all of the remaining shares (amounting to 51 per cent) are 
owned by the Bocchio family. As such, Akzo Nobel does not have a 
controlling interest in Metlac via that company either. 
 

7. Nevertheless, Akzo Nobel does have a number of rights in regard to Metlac 
and Metlac Holding. For example, it can appoint [ ] out of seven directors 
of Metlac including the Chairman and veto some board decisions (including 
acquisitions and disposals and some capital expenditure). In regard to 
Metlac Holding, Akzo Nobel can appoint [ ] out of five directors and veto 
some board decisions (as with Metlac, these include acquisitions and 
disposals). The OFT therefore considers that Akzo Nobel may have the 
ability to materially influence the policy of Metlac but that it does not 
currently have a controlling interest. 
 

8. The OFT’s view is consistent with the parties’ submissions. Both parties 
submitted that, following the merger, Akzo Nobel will control Metlac 

                                        
2 The European Commission found no competition concerns, subject to a number of remedy 
commitments from the merging parties. See Case No. COMP/M.4779 – Akzo Nobel / ICI. 
3[ ].  
4 See clause 8.5.3.5 of the Formation and Quotaholders Agreement of 30 September 2007. The 
word 'Antitrust' is not defined. 
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because it would have 100 per cent equity ownership of Metlac. Therefore, 
Akzo Nobel would move from a lower to higher level of control of Metlac 
(that is, from a position of, at least, material influence to a controlling 
interest), thereby creating a relevant merger situation.5

 
 

9. The OFT therefore considers that, as a result of this transaction, Akzo 
Nobel and Metlac would cease to be distinct as they would be brought 
under common control by virtue of a change in the level of control within 
the meaning set out in section 26(4)(a) of the Enterprise Act 2002 (the 
Act). 
 

10. Metlac’s turnover in the UK in its most recent financial year was less than 
£[0 to 10] million. Accordingly, the turnover test in section 23(1)(b) of the 
Act is not met. 
 

11. The OFT considers that it is in time to investigate Akzo Nobel’s acquisition 
of the shares that it does not currently own since, as confirmed by both 
Akzo Nobel and Metlac, as the transaction is anticipated as the transfer of 
the shares subject to the call option has not yet taken place. 
 

12. Akzo Nobel and Metlac (the parties) overlap in the manufacture and supply 
of metal packaging coatings. The OFT has received estimates of the 
parties’ shares of supply. All estimates confirm that the parties between 
them supply significantly more than a quarter of metal packaging coatings 
in the UK (see paragraphs 50 to 52 and Table 1 below). The OFT 
considers, and the parties agree, that the share of supply test, as set out in 
in section 23(2)(b) of the Act, is met.  
 

13. The OFT therefore believes that it is or may be the case that arrangements 
are in progress or in contemplation which, if carried into effect, will result 
in the creation of a relevant merger situation for the purposes of section 23 
of the Act.  

 
FRAME OF REFERENCE 
 
Introduction 
 
14. The OFT considers that market definition is a useful tool, but not an end in 

itself. Market definition provides a framework for assessing the competitive 

                                        
5 Mergers Jurisdictional and Procedural Guidance, paragraphs 3.33 to 3.36. 
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effects of the merger and involves an element of judgement. The 
boundaries of the market do not determine the outcome of the analysis of 
the competitive effects of a merger in any mechanistic way, as it is 
recognised that there can be constraints on merging parties from outside 
the relevant market, segmentation within the relevant market, or other 
ways in which some constraints are more important than others.6

 
 

Product scope 
 
15. The OFT’s approach is first to consider the narrowest plausible candidate 

market in which the parties overlap and then whether such a narrow 
candidate market may be widened through demand-side substitution and 
then, if appropriate, to consider if substitution on the supply-side allows 
several products, which are not demand-side substitutes, to be aggregated 
into one wider market.7

 
  

The distinction between metal packaging coatings and metal decorating ink 
 
16. The parties’ activities overlap in metal packaging coatings and metal 

decorating ink (or metallic paint). Metal packaging coatings and metal 
decorating ink are both intermediate manufacturing products, using 
chemical raw materials as an input to manufacture coatings and ink which 
are themselves an input into the production of metal packaging, principally 
cans for food and beverage content and fillings.  
 

17. In this case, Akzo Nobel considers that these two product groups should be 
treated as distinct markets as they serve different purposes. Coatings are 
designed to protect the package content from reacting with the packaging 
and/or external contaminants, while ink is designed to decorate and 
embellish the packaging. Ink requires exterior coatings before and after 
application, in addition to the ink itself.  
 

18. Both customers and competitors have supported such a distinction, 
indicating that coatings and ink are not functionally interchangeable and 
should not be considered as substitutable on the demand side.  
 

19. The parties submit that there is no supply-side substitution between metal 
packaging coatings and decorating ink as they use different technologies, 

                                        
6 See Merger Assessment Guidelines, paragraph 5.2.2. 
7 See Merger Assessment Guidelines, paragraphs 5.2.6 to 5.2.19. 
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and require different production facilities due to the different chemical 
formulations. Ink is supplied in much smaller batch sizes than coatings and 
is often specific to one manufacturing line. This was supported by all third 
parties except one. 
 

20. The OFT has therefore considered metal packaging coatings and metal 
decorating ink separately. The OFT does not consider metal decorating ink 
further given the absence of any material UK overlap in these activities.8

 
 

Metal packaging coatings 
 
21. Metal packaging coatings constitute a thin film bonded to a base metal 

packaging that provides barrier properties protecting the package contents 
from reacting with the packaging materials, external contaminants, and/or 
the package from its contents. The coatings can be used both internally 
and externally in a wide range of applications. The coatings themselves 
vary by chemical formulation (epoxy, acrylic, amine, polyester, PVC, 
solution vinyl and other resins, as well as solvents and additives) and the 
end-use, including the type of metal (aluminium and steel), interior or 
exterior application, production process (application to the sheet, coil or 
cylindrical can), and the content or filling (beer and other beverages, food, 
aerosol, collapsible tubes, caps and closures). 
 

22. Neither Akzo Nobel nor Metlac consider there to be sufficient demand-side 
substitution across different coating types, formulations, or end-use to 
warrant widening the product scope to include all metal packaging 
coatings. This has been supported by third parties.  

 
Supply-side substitution and aggregation 
 
23. The evidence on demand-side substitution in relation to different types of 

metal packaging coatings does not support widening the product market to 
include different coating types, formulations, and end-uses. The OFT has 
therefore considered the scope for supply-side substitution.  
 

24. In the past, the European Commission has noted that there is strong 
supply-side substitutability, and use of similar technologies, in the 
production of all end-use sub-segments within metal packaging coatings, 

                                        
8 The OFT has also received no evidence suggesting Metlac is a potential entrant in metal 
decorating ink in the UK.  
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including coatings for beer and beverage (B&B) cans,9 food cans, caps and 
closures, and general line.10

 

 In its December 2007 decision in 
PPG/Sigmakalon, the Commission found that switching of production 
between various sub-segments can be done in short time at virtually no 
cost, warranting aggregation across end-uses on the supply side.  

25. In the current case, Akzo Nobel also submitted that there is no relevant 
distinction between coatings by end use pointing to the findings from the 
Commission’s market investigation in the above case.  
 

26. Metlac, however, submitted that recent technological developments may 
have made it much harder for suppliers to switch their production across 
sub-segments, suggesting the conclusions of the Commission’s previous 
market investigation may no longer be appropriate (although Metlac 
considers the precise product scope can be left open).  
 

27. The OFT considers that markets are defined primarily on the basis of 
demand-side substitution. However, the OFT may aggregate several narrow 
relevant markets into one broader market on the basis of supply-side 
substitution when: 
 

a. production assets can be used by firms to supply a range of 
different products that are not demand-side substitutes, and the 
firms have the ability and incentive quickly (generally within a year) 
to shift supply between these different products depending on 
demand for each; and 

 
b. the same firms compete to supply these different products and the 

conditions of competition between the firms are the same for each 
product.11

 
 

(a) Switching capacity between different products 
 
28. In relation to whether production assets can be switched to supply a range 

of different products, the OFT’s market investigation has found third party 

                                        
9 B&B is the largest of the four segments, accounting for around [40 to 50] per cent of total EEA 
metal packaging coatings sales, and [50 to 60] per cent of total UK metal packaging coatings 
sales, in 2010. 
10 See Case No. COMP/M.4853, PPG/Sigmakalon, 10 December 2007, paragraphs 38 to 39.  
11 See Merger Assessment Guidelines, paragraph 5.2.17.  
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views to be mixed. The majority stated that there were no relevant 
distinctions between different end-uses as the application process and 
technology was the same for each and the same type of coating or lacquer 
can be used across different end-uses. 
 

29. However, a small number of customers submitted that coatings for B&B 
cans should be treated as distinct from coatings for other end-uses, 
highlighting a number of reasons for the distinction: 
 

• First, B&B cans have a materially different production process. B&B 
cans are generally (but not exclusively) manufactured as a two 
piece can (the can itself plus can end). Non-B&B cans generally (but 
not exclusively) involve a three piece process (base, walls and lid). 
Coatings on two piece cans must be applied three-dimensionally so 
that the external coating must demonstrate special properties such 
as atomisation (spray dispersion) and rheology (viscosity). Two 
piece cans are produced in larger volumes with fewer specifications 
at greater speed so the spray must also be quickly dispersible (one 
third party pointed to production speeds of up to 2,000 cans per 
minute). For these reasons, the interior of B&B cans are covered as 
a spray rather than as a coating. In contrast, internal coatings on 
three piece cans are applied to a flat sheet rather than the 
cylindrical can, and can therefore be thicker. 

 
• Second, the price of B&B and non-B&B coatings can be quite 

different due to the nature of the technology used, the solid 
content in formulations and the batch size, which affect cost and 
price. On this point, the OFT notes that Akzo Nobel itself indicates 
that its profit margins are significantly lower on certain B&B 
coatings products: Akzo Nobel states that margins for B&B inside 
spray [ ]. The OFT generally considers that if there are materially 
different profit margins on different coatings products, there may 
be an incentive on a supplier not to shift capacity towards the 
product with a lower margin, even in the event of a five per cent 
price increase in that product.12

 
 

                                        
12 See Mergers Assessment Guidelines, paragraph 5.2.19. 
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• Third, one third party customer indicated that the development of 
products that exclude certain chemical agents (such as Bisphenol 
A) creates additional differences between B&B and non-B&B.  

 
• Finally, according to some customers, B&B cans also need to pass 

different regulatory requirements and customer (that is brand 
owner) requirements. B&B cans often have aggressive (acidic, 
pasteurised, retort) content and often have more stringent quality 
requirements such as sweet and saliva tests, in pack storage tests 
at high temperature, impact tests, temperature tests, and acidity 
tests. The OFT’s investigation indicated that not all suppliers are 
able to meet these standards.  

 
30. It is not clear to the OFT to what extent distinctions in the production 

process of cans, and application of coatings to cans, as highlighted by 
these third parties, is probative of the scope for substituting between 
different coatings on the supply side.  
 

31. Akzo Nobel submitted that the blending process across coatings for 
different end-use segments is the same or similar and that it uses the same 
raw materials. Akzo Nobel frequently switches the production of coatings 
at its manufacturing facilities. The only exception to this is internal two-
piece B&B coatings (known as inside spray), which requires a dispersed 
and adhesive spray rather than a coating (although Metlac is not active in 
the manufacture of supply of interior B&B can coatings). Akzo Nobel also 
contested Metlac’s submission that there have been recent technological 
developments that have made it harder to switch production as the 
technology used is several decades old. 
 

32. Akzo Nobel submitted that differences in margins are not significant, with 
differences in the B&B segment driven by greater scale economies and, in 
particular, apply principally to inside spray, where Metlac is not active.  

 
33. The OFT notes that all third parties highlighted the difficulty of a coatings 

supplier obtaining the required certification and qualification for a coatings 
product to be commercialised. Customers highlighted this in the context of 
the feasibility of switching supplier. However, despite the identified 
difficulties, third parties generally agreed that if a product has already been 
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approved and certified, switching between suppliers is relatively quick and 
straightforward. 13

 
  

34. The OFT considers a customer’s ability to switch to an already developed 
product (and possibly qualified by another customer), and that which is not 
developed or qualified, to be critical to determining the scope for supply-
side substitution and, in particular, distinguishing between supply-side 
substitution and entry. When a hypothetical monopolist increases the price 
of its product, this may provide other firms with an incentive to supply that 
product because of the higher price. Normally, this would appeal to firms 
already supplying similar products but are able to redirect or adapt their 
supply at short notice. In the context of metal packaging coatings, both 
Akzo Nobel and Metlac agree that such supplier flexibility applies when the 
supplier is already qualified and certified. If the hypothetical monopolist 
increases the price of its product, other firms would be limited in the extent 
to which they could supply that product by the requirement to obtain 
certification and approval.  
 

35. An additional supply of the product may also be offered by suppliers which 
are only able to begin supply after appropriate investment (in this case, to 
formulate and develop a new product). The OFT would tend to treat such 
additional supply, absent supporting evidence that it can be brought online 
in a sufficiently timely manner, as actual or potential market entry, rather 
than supply-side substitution. The difference between the two is 
determined by the time and resources required to become active. The OFT 
considers that only if a supplier is able to start actively supplying a product 
within a short period of time (normally no more than a year) and can do so 
without significant sunk costs,14

 

 can supply-side substitution be feasible. 
The OFT therefore considers that, in the context of the current transaction, 
these conditions are met for suppliers with an existing product only (that is, 
suppliers that are already qualified and certified).  

(b) Same firms competing to supply the different products 

                                        
13 Third parties indicated that to qualify an existing product for use, can take between two 
months to a year subject to customer approval. To formulate, trial and qualify a new product is 
quite different, taking significantly longer with some customers estimating that this can take up 
to four or five years, requiring significant investment, including production hours reallocated to 
testing. 
14 This is known as ‘uncommitted entry’. If entry would entail significant sunk costs, the firm’s 
decision to enter is dependent on the expected outcome after entry and so is known as 
‘committed entry’. 
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36. In relation to whether the same firms compete to supply different products, 

Akzo Nobel submits that all metal packaging coatings suppliers are either 
currently active in all end-use segments or would technically be able to 
offer all products, with the exception of internal B&B coatings. 
 

37. Some third parties agreed, pointing to what they regard as a materially 
different market structure in the internal B&B segment. They argued that 
the large investment required and large scale economies associated with 
high volume production means the number of alternative suppliers of B&B 
coatings is significantly smaller than that for non-B&B coatings. 
 

Conclusion on product scope 
 
38. The OFT considers it appropriate to assess the transaction using a product 

scope no wider than metal packaging coatings. The OFT also considers the 
ability to switch capacity to represent the short-term competitive constraint 
necessary to justify widening the product scope to include coatings for all 
end-use segments on the basis of supply-side substitution. It may, 
however, be appropriate to distinguish between internal coatings for B&B 
cans (inside spray) and all other coatings. The OFT considers the 
competitive effects of the transaction both with and without inside spray, 
where this has been possible, as part of the competitive assessment. The 
precise product scope is left open as relevant distinctions between end-use 
segments do not materially affect the competitive assessment.  

 
Geographic scope  
 
39. In PPG/Sigmakalon, the European Commission found the geographic scope 

for the manufacture and supply of coatings to be either national or 
European Economic Area (EEA)-wide, although the precise definition was 
left open.15

 
 

40. In the current transaction, the parties consider the geographic market to be 
at least EEA-wide due to the absence of trade barriers or price differentials 
within the EEA, low transport costs, the presence of large customers who 
demand global or Europe-wide supply, and major manufacturers that are 
active globally. 
 

                                        
15 See PPG/Sigmakalon, paragraphs 14 and 15. 
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41. Third parties supported the parties’ submission, considering the appropriate 
geographic market to be at least EEA-wide, based on a number of reasons:  
 

• The supply and distribution of coatings by manufacturers is 
generally to the whole of the EEA from production sites located across 
Europe. Suppliers are likely to have separate production and 
distribution arrangements for other regions outside the EEA. 

 
• Transport costs are relatively low, representing between 3 and 10 
per cent of the cost of the coating. 

 
• Legal and regulatory requirements for coatings products differ to 
some degree but these are largely based on EU legislation or are very 
similar across Europe.  

 
• Customers purchase for all of the EEA and customer preference do 
not differ significantly within the EEA. 

 
• There are no material price differences across the EEA. 

 
42. A number of third parties considered the appropriate geographic scope to 

be Europe, the Middle East and Africa (EMEA), although views on this were 
more mixed. For example, one customer indicated that delivery was slightly 
more burdensome to the Middle East and Africa as some suppliers will be 
in containers on ships, rather than bulk tankers or drums.  

 
43. On the basis of the available evidence, the OFT considers the geographic 

market to be at least EEA-wide. The OFT does not need to conclude on 
whether the precise scope of the geographic market is the EEA or EMEA, 
since distinguishing between the EEA and EMEA makes no material 
difference to the OFT’s competitive assessment. 
 

THE COUNTERFACTUAL 
 
44. In order to assess whether a merger raises a realistic prospect of a 

substantial lessening of competition the OFT needs to compare the 
prospects for competition with the merger against the competitive situation 
without the merger.  
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45. In this case, the OFT’s assessment is concerned only with the change 
brought about by the exercise of the call option by Akzo Nobel. The OFT’s 
review is not concerned with Akzo Nobel’s acquisition of its existing 
interests in Metlac.  
 

46. The OFT has therefore considered the extent to which the parties currently 
compete with each other and how the exercise of the call option would 
affect this. 
 

47. As discussed above, Akzo Nobel does not currently control Metlac’s pricing 
and output decisions. Moreover, the OFT has been provided with evidence 
showing that Akzo Nobel and Metlac do currently compete against each 
other for important customers, and have lost customers to each other in 
recent years.  
 

48. Customers confirmed that Akzo Nobel and Metlac do compete strongly 
against each other, and indeed that they are close competitors. 

 
49. The OFT has therefore taken a cautious approach and analysed the 

transaction on the basis that Akzo Nobel’s current stake in Metlac does not 
materially dampen competition between the parties. The OFT therefore 
assumes that any current competition between the parties will be lost as a 
result of the transaction because Akzo Nobel will wholly own Metlac. The 
OFT has not been provided with any evidence to contradict this 
assumption. 

 
HORIZONTAL ISSUES  

Shares of supply 

Share of supply estimates 
 

50. Shares of supply for 2011 for the EEA for all metal packaging coatings are 
provided in Table 1 below, as estimated by both Akzo Nobel and Metlac. 
Akzo Nobel estimates their post-merger combined share of supply to be [30 
to 40] per cent by sales value ([40 to 50] per cent by volume), while 
Metlac estimates a combined share of supply of [45 to 55] per cent by 
sales value ([50 to 60] per cent by volume).16

                                        
16 The estimates of Akzo Nobel and Metlac are based on similar sales figures for each party; the 
discrepancy between the two is caused by different estimates of total market size: Akzo Nobel 
estimates the total EEA market for metal packaging coatings to be just under €[ ] million, while 
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Table 1 EEA metal packing coatings shares of supply, 2011 

a) Akzo Nobel estimates17

 

    

          Source: Akzo Nobel 

b) Metlac estimates18

 

 

          Source: Metlac  

 
51. One competitor estimated the parties’ combined share of EEA supply in 

metal packaging coatings to be [ ], while another competitor estimated the 
parties EEA share of supply to be [30 to 40] per cent (increment [5 to 15] 
per cent), based on a total EEA-wide market of €[ ] million. 
 

52. The transaction was also assessed by the Bundeskartellamt (BKartA).19

                                                                                                                           
Metlac estimates it to be around €[<600] million. The OFT understands that the difference 
between the estimates based on value and those on volume reflects the lower price of internal 
spray for B&B cans. 

 Like 
the OFT, the BKartA analysed the merger on an EEA-wide basis. The 

17 Akzo Nobel estimates based on data from [ ]. 
18 Metlac estimates based on information gathered from clients on their total volume purchases. 
Values are estimated by applying an estimated market price for each product category to 
volumes.  
19 Bundeskartellamt Press Release of 2 May 2012, ‘Bundeskartellamt genehmigt Űbernahme von 
Metlac durch Akzo Nobel’. See also the decision in the same case: Bundeskartellamt, 
Űbernahme von Metlac durch Akzo Nobel, B3-187/11. 

Sales     
(€ million) 

Value  
Share % Volume (kt) Volume  

share % 
AKZO NOBEL [150-200] [30-40] [50-100] [40-50] 
METLAC [50-100] [10-20] [0-50] [10-20] 
COMBINED [200-300] [45-55] [50-150] [50-60] 
VALSPAR [50-100] [10-20] [0-50] [10-20] 
PPG [0-50] [5-15] [0-50] [5-15] 
OTHERS [100-150] [20-30] [0-50] [15-25] 
TOTAL [< 600]  [<300]  

Sales     
(€ million) 

Value  
Share (%) Volume (kt) Volume  

share % 
AKZO NOBEL [ ] [20 – 30] [ ] [30 – 40] 
METLAC [ ] [10 - 20] [ ] [10 – 20] 
COMBINED [ ] [30 – 40] [ ] [40 – 50] 
VALSPAR [ ] [20 - 30] [ ] [20 – 30] 
PPG [ ] [10 – 20] [ ] [10 – 20] 
ACTEGA [ ] [0 – 10] [ ] [0 – 10] 
GRACE [ ] [0 – 10] [ ] [0 – 10] 
OTHERS [ ] [0 – 10] [ ] [0 – 10] 
TOTAL [ ] - [ ] - 
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BKartA estimates total sales to be €650-700 million in 2011, giving the 
parties a combined share of sales of 35-45 per cent, with the two large 
other incumbents, Valspar and PPG, having 25-30 per cent and 20-25 per 
cent respectively. Based on total EEA sales volumes of 200,000 to 
250,000 for 2011, the BKartA estimates the parties’ combined share of 
supply by volume to be at 45-55 per cent, Valspar’s at 20-25 per cent and 
PPG at 15-20 per cent.20

 

 On the BKartA’s figures, all remaining competitors 
have a share of supply of less than five per cent by value and by volume. 

53. The OFT believes that the transaction would significantly strengthen Akzo 
Nobel’s position as the largest supplier, irrespective of the market share 
estimate used. Two large competitors – Valspar and PPG – would remain 
post-merger with a number of smaller suppliers. The OFT considers the 
strength of the competitive constraint exerted by each of these suppliers 
below. 
 

54. The OFT has assessed the transaction with regard to an EEA-wide 
geographic market and considers shares of supply on an EEA-wide basis to 
be most relevant to the OFT’s competitive analysis given that customers 
purchase centrally for supply to all plants across Europe (including the UK) 
and coatings manufacturers supply across all of the EEA (including the UK). 
Nevertheless, the OFT notes that the parties’ combined shares of supply 
for metal packaging coatings in the UK are higher (as a result of Akzo 
Nobel’s higher share of supply) than those for the EEA, albeit the merger 
increment may be smaller. Akzo Nobel submitted that in 2011 its UK share 
of supply was [40 to 50] per cent by value and [50 to 60] per cent by 
volume and that Metlac’s share of supply was [0 – 10] per cent by value 
and [0 to 10] per cent by volume. Metlac submitted that in 2011 the 
parties’ combined share of supply was significantly higher at [70 to 80] per 
cent by volume and [65 to 75] per cent by value. 
 

55. Akzo Nobel submitted that there are no special UK considerations, other 
than noting the smaller increment of Metlac in the UK. 

Loss of supply following the merger 
 

56. Akzo Nobel submitted that post-merger the combined market share of the 
parties will decrease due to customers protecting their multi-sourcing 

                                        
20 The difference between value and volume estimates again reflects the cheaper internal B&B 
spray product. 
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strategy. Packaging manufacturers frequently source from several coatings 
suppliers to ensure security of supply and preserve competition. As a 
result, the merger is likely to cause a significant reduction in the parties’ 
sales post-merger, according to Akzo Nobel, as customers shift supply to 
maintain a minimum number of suppliers. Akzo Nobel submitted that 
anticipated losses from such an effect have been estimated at up to €[ ] 
million. Such an effect, should it occur, would reduce the parties’ combined 
share of supply by around two percentage points. 
 

57. However, an internal business document submitted by Akzo Nobel21

 
 [ ].  

58. In any event, as a first phase competition authority, the OFT should treat 
such an argument with caution. In addition, such a loss of sales is 
dependent on the availability of competitive alternative options and the 
ability of customers to switch. Switching supplier may only be possible at 
an increased cost to the customer.  

 
59. However, even if such a reduction in sales were to occur, the OFT does 

not consider this would materially impact the competitive assessment.  

Growth of Metlac 
 
60. Metlac submitted that it has grown significantly in recent years. From 2003 

to 2011, Metlac almost doubled its production (from [15 to 25] kt to [25 
to 35] kt) and, in particular, has expanded exports from Italy, which now 
represent [55 to 65] per cent of production. Metlac’s growth projections 
forecast significant increases in forthcoming years and submitted that they 
will represent an increasingly strong competitor as a result.22

 
 

61. Akzo Nobel submitted that recent sales growth by Metlac has been a 
deliberate attempt to increase production and sales artificially, to the 
detriment of profitability, so as to inflate the purchase price paid by Akzo 
Nobel for the remaining shares. However, the OFT notes that the 
consideration for exercise of the call option is subject to a pre-agreed 
formula, [ ]. The OFT considers that expanding sales above that which is 
profit maximising increases revenue but will have a negative effect on 
earnings so would lower the purchase price of Metlac, rather than inflate it.  

                                        
21[ ].  
22 Metlac has a current planning capacity limit of [ ] kt but Metlac states that this can easily be 
broached with current production capacity of the plant significantly higher at closer to [ ] kt. 
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62. In response, Akzo Nobel submitted that, [ ], Metlac’s incentives are still 

distorted. However, it remains unclear to the OFT why, if Metlac can 
increase production and make a positive profit on the expanded output, 
even if this is at a lower profit margin than existing sales, there would not 
be an incentive on it to do so. Indeed, incremental sales at a lower profit 
margin may be of benefit in covering costs or building credibility as a 
supplier in the long-term. 
 

63. A number of third party customers pointed to the growth in smaller 
suppliers, and in particular Metlac, in recent years. The OFT notes that 
these customers support Metlac’s submission. However, the extent to 
which the growth of Metlac can be expected to continue into the future is 
not clear to the OFT. 

 
Price competitiveness of Metlac  
 
64. A number of customers have stated that the three main suppliers are 

uncompetitive on price and have put through significant price increments 
above raw material price increases over the last four to five years. A 
number of customers have highlighted the emergence of Metlac, in 
particular, as a supplier that has been able to influence competition in 
coatings in recent years, pointing to its competitive pricing strategy and 
product quality. 

 
65. Third party customers generally rated Metlac and Salchi as the most price 

competitive suppliers active in the market, followed by a number of other 
smaller suppliers (Actega, Grace). Akzo Nobel (along with Valspar and PPG) 
is perceived to be significantly less price competitive.  
 

66. Third party customers were requested to submit details of supplier pricing 
across their five most important coatings sourced over the last five years. 
The OFT has examined these figures for any instances where Akzo Nobel 
and Metlac are the lowest priced suppliers. Where this is the case, if the 
third lowest priced supplier is significantly higher than each of the parties, 
this might point to the parties potentially having some degree of pricing 
power post-merger. In a number of these examples, Akzo Nobel and Metlac 
are the lowest priced suppliers, with a considerable gap to third lowest 
priced supplier, albeit the OFT notes that these examples are only 
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anecdotal and there are also many product lines where the parties are not 
the two lowest bidders.23

 
 

67. The evidence on pricing suggests that Metlac may therefore be a 
significant pricing constraint on the market for metal packaging coatings 
and on Akzo Nobel in particular.  

 
Metlac as an innovative supplier 
 
68. The OFT understands that there has been a concern among consumers in 

recent years that ingestion of Bisphenol A (BPA) may be harmful. The 
epoxy resins widely used in the manufacture of metal packaging coatings 
contain detectable amounts of BPA.24

 

 As a result, customers have pushed 
can manufacturers to supply cans that are free of BPA (or BPA-NI). 
Replacement of such coatings, as with the development of any new metal 
packaging coatings technology, is time-consuming and costly. 

69. Akzo Nobel submitted that the development of BPA-NI products will result 
in a significant change in the market structure of coatings supply, ensuring 
market share growth for those suppliers that are able to develop and 
commercialise the coatings quickly. 
 

70. Metlac submitted that it has an advantage in BPA-NI development 
compared to other competing suppliers, as it began developing products 
earlier and has an advanced product lines that removes not just BPA but 
also other chemical agents (for example, melamine). Metlac argued that its 
more advanced development will allow it to potentially increase its 
presence in the metal packaging coatings market.  
 

71. There is disagreement between the parties, and also amongst third parties, 
as to whether Metlac has a technological edge in innovative products. Akzo 
Nobel has submitted comparative R&D activity (expenditure and staff) of 

                                        
23 The OFT notes that third parties generally stated that prices were not transparent across 
suppliers. It could be argued that this absence of visibility among suppliers may improve a 
customers’ ability to play suppliers off against each other (that is, sufficient competition exists 
with a more limited number of suppliers as suppliers do not know who else is bidding and what 
other offers are). However, the OFT does not consider the fact that pricing is set through non-
transparent bilateral negotiations to necessarily indicate unilateral effects are less likely to arise 
and indeed there may be reasons to be more concerned if Metlac has a greater ex-ante 
probability of winning a contract than other suppliers. 
24 BPA was banned in plastic baby bottles in the EU in 2010.  
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both companies, indicating that Metlac’s activity does not match that of 
Akzo.  
 

72. The OFT has not seen conclusive evidence that Metlac has an advantage in 
R&D as against other suppliers. In particular, while customer views were 
generally mixed on Metlac’s relative stage of development, on average 
customers did not rate Metlac as especially far advanced in relation to R&D 
and innovation, instead rating it behind Valspar and the same as PPG. Akzo 
Nobel and Actega were rated closely behind on this criterion. 
 

Metlac is the most competitive supplier overall  

73. Third parties were asked to rate the competitiveness of competing 
suppliers based on, and weighted by, all of the criteria which is important 
to them in choosing a supplier. The most important criteria for customers 
were quality, price, reliability, R&D/innovation capability, and access to raw 
materials. Customers considered that Metlac was the most competitive 
supplier overall, across these and other criteria. Metlac was considered the 
most competitive or second most competitive on price, reliability, proximity 
to the customer, and R&D/innovation capability. 
 

Conclusion on shares of supply 
 

74. The OFT considers that Metlac’s current share of supply, even accounting 
for the range of estimates provided, does not necessarily overstate its 
competitive position, as Akzo Nobel have suggested.  
 

75. In contrast, the evidence suggests that Metlac has grown significantly in 
recent years and customers perceive Metlac to be the most competitive 
supplier, including on price. This suggests that Metlac is a strong 
competitor in the market. 
 

Strength of competitive constraint exerted by Metlac on Akzo Nobel 
 
Akzo Nobel bidding evidence 
 
76. Akzo Nobel submitted that the market for metal packaging coating is highly 

competitive with a wide range of large and small suppliers. Akzo Nobel 
submitted that the constraint from Metlac on its own activities is limited as 
their businesses are largely complementary with strengths in different 
product segments. Within B&B coatings, for example, Akzo Nobel focuses 
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principally on internal coatings while Metlac currently focuses exclusively 
on external coatings. Akzo Nobel submitted that it considered Valspar and 
PPG its closest competitors, followed by Grace Darex and Actega.  
 

77. Further, Akzo Nobel submitted that the parties only overlap in a single 
narrow product segment of the package coating market, overprint varnish 
(OPV), whereas Akzo Nobel provides products in all segments of coatings. 
Any pricing constraint, as discussed in the previous section, is limited only 
to this sub-segment, according to Akzo Nobel. Akzo Nobel provided 
evidence of recent tenders where they have competed against Metlac, 
mainly in OPV (to [ ]). 

 
78. Metlac, in contrast, submitted that competition from the main suppliers, 

PPG and Valspar, on Akzo Nobel is limited as PPG focuses its competitive 
efforts on Asia while Valspar focuses its competitive efforts on the US. 
Metlac submitted that, in contrast, it represented a stronger competitive 
constraint to Akzo Nobel in the EEA. 

 
79. To assess in detail the extent of competition between suppliers, the OFT 

assessed data provided by Akzo Nobel on business won and lost over the 
period 2008 to 2011, including products competed for and value of the 
business on offer, the competing suppliers that submitted bids and the 
winning bidders.25

 
 

80. Of this win/loss information, covering the years 2008 to 2011, Akzo Nobel 
and Metlac competed in [20 to 30] per cent ([ ]) of the tenders or requests 
for quotations (RFQs) provided to the OFT. These tenders represented [30 
to 40] per cent (€[ ] million of the total value of all the contracts in the 
sample of €[ ] million)26

 

 of the total value of business on offer during the 
period. Further, in [ ] of the [ ] tenders or RFQs in which they competed (or 
[40 to 60] per cent), Akzo Nobel and Metlac were the only two suppliers 
bidding and in a further four, there was only one other bidder.  

                                        
25 The OFT, recognising that the initial sample of bidding data submitted by Akzo Nobel may 
include only formal tenders or a limited proportion of business, asked Akzo Nobel for as 
comprehensive a set of data as they could provide. In response, Akzo Nobel provided a broader 
representation of bidding that occurred over the period. Nevertheless, it is clear that the data 
provided is only a sample of business activity during the period. The extent of contracts 
excluded is therefore not clear to the OFT. Indeed, the OFT notes Akzo Nobel’s argument that 
this data demonstrated limited competition between them and Metlac.  
26 This may underestimate the proportion as values were not specified for three contracts. 
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81. The outcome of the contests in which Metlac and Akzo Nobel bid against 
each other shows Metlac winning the vast majority of bids: [80 to 100] per 
cent by number and [60 to 80] per cent by value of the contracts. 
 

82. The OFT has also examined those bids for products in which the parties 
overlap (that is, excluding inside spray), irrespective of whether Akzo Nobel 
and Metlac actually competed for the contract. This may allow a more 
conservative assessment of the competitive constraint exerted by Metlac 
as it takes into account those contests where Metlac did not, or was not 
invited to, submit a bid (if it was not invited to submit a bid, for example, 
this points to an absence of a (perceived) competitive constraint). Even 
considering this expanded set of contracts, including all where Akzo Nobel 
and Metlac have a product overlap, Metlac won [20 to 40] per cent of 
contracts, accounting for [40 to 60] per cent of the total value.  

 
83. The OFT notes that a number of the examples provided by Akzo Nobel 

extend beyond OPV (where the only material overlap between Akzo Nobel 
and Metlac exists, according to Akzo Nobel). Some customers also 
contested Akzo Nobel’s submission of the overlap with Metlac being 
limited to OPV. Indeed, Metlac’s product range was highlighted by some 
customers as being especially similar to Akzo Nobel’s range as the initial 
references for Metlac’s product were obtained from Akzo Nobel through a 
licensing agreement Metlac had with ICI. 
 

84. The OFT has also examined the proportion of contracts that Akzo has lost 
that were won by Metlac. Of the contracts Akzo lost (and where Akzo 
Nobel and Metlac both manufacture and supply a competing product) – in 
total around [ ] contracts, representing between €[ ] million and €[ ] million 
– Metlac won [40 to 60] per cent, representing [60 to 80] per cent of the 
total value of all the contracts lost by Akzo. The OFT considers these to 
represent an estimate or proxy of the diversion ratio from Akzo Nobel to 
Metlac; that is, indicative of the proportion of customers lost by Akzo 
Nobel, following a price rise, that would divert sourcing to Metlac 
instead.27

 
  

                                        
27 This is, of course, only a proxy for a diversion ratio as, amongst other things, it is not based 
on the response of customers following a price rise by Akzo Nobel, is based on bidding data 
rather than actual switching data, and relates to a sample of contracts, which may not be 
representative. However, the OFT considers that it provides the best indication, based on the 
evidence available, of the competitive interaction between the competing suppliers. 
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85. The OFT notes that there is no information on the previous coatings 
suppliers for these contracts. Nevertheless, the OFT is concerned that the 
evidence presented above points to the merger resulting in a material 
reduction in choice – and the loss of a strong competitive constraint from 
Metlac on Akzo Nobel – that may enable the parties to raise prices post 
merger.  
 

86. The OFT notes this is in contrast to Akzo Nobel’s submission that the 
parties are not competing strongly. The OFT observes that, when contracts 
involving any product in which the parties overlap are considered – even 
accounting for contests in which Metlac was not invited to bid or did not 
submit a bid, Metlac still won [40 to 60 per cent] of the contracts by 
value. 

 
Customer switching evidence 
 
87. Large customers were also asked to provide evidence of recent switching 

behaviour. A small number of customers were able to point to significant 
switching taking place between Akzo Nobel and Metlac. For example, 
across four customers, of all the supply that was lost by Akzo Nobel over 
varying periods of time, between [zero to 20] per cent and [80 to 100] per 
cent was won by Metlac.28

 
 

88. The OFT notes that the information provided by these customers on 
switching represents only a very limited sample of the substitution by all 
customers between suppliers that has taken place during and takes no 
account of actual product overlaps between Akzo Nobel and Metlac (that 
is, where they could feasibly have competed against each other).  

 
Conclusion on competitive constraint exerted by Metlac on Akzo Nobel 

89. There are limitations and caveats with the bidding data submitted by Akzo 
Nobel, as outlined above. Indeed, the OFT recognises that any data on 
actual switching may not fully reflect the competitive constraint exerted by 
suppliers: the fact that a customer does not switch does not mean there 
was no competitive pressure to reduce price as a result of the presence of 
other suppliers. 

                                        
28 This evidence does not detail the products for which supply was switched. Given that a 
proportion of that lost by Akzo may apply to inside spray, these figures may significantly 
underestimate the strength of constraint exerted by Metlac on Akzo Nobel.  
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90. Nevertheless, the OFT considers the data submitted by Akzo Nobel is the 

best evidence available to the OFT of switching and provides a useful 
indication of the closeness of competition between Akzo Nobel and Metlac. 
The more limited switching evidence provided by customers does not 
contradict this and, in many cases, as the examples pointed to above 
demonstrate, supports this. 

 
91. The OFT considers that this evidence of switching points to a significant 

competitive constraint exerted by Metlac on Akzo Nobel, which would be 
lost as a result of the transaction. Indeed, it would appear the closeness of 
competition between Metlac and Akzo Nobel may be especially high 
relative to other competitors as, in many cases, a significant amount of the 
business lost by Akzo seems to have gone to Metlac. The extent of the 
competitive constraint exerted by Akzo Nobel on Metlac, based on this 
switching evidence, is far less clear. 

 
92. This evidence is supported by strong complaints about the impact of the 

merger from, amongst others, a small number of large customers in 
particular stated that the merger would result in increased prices due to the 
loss of a lower priced competitor. 

Price sensitivity of customers: barriers to switching 
 
93. The procurement of metal packaging coatings varies significantly across 

customers: some customers use a tendering process, while others do not 
or do so only in exceptional circumstances. Customers use a range of fixed 
term contracts and framework agreements, often with a price validity 
ranging from six months to a year and including some indexing to raw 
material prices, which are the key component of costs. 

 
94. However, customers consistently highlighted the importance of multi-

sourcing, stating that they seek to maintain two or three suppliers across 
product lines or for a significant proportion of their purchases to ensure 
security of supply and maintain competitiveness among coatings suppliers, 
even where this may mean using a lower performing or slightly more 
expensive product. Indeed avoiding dependency on a single supplier was 
the most important factor for customers in choosing a supplier. 
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95. This multiple sourcing strategy is driven partly by the costly and time-
consuming certification and approval process required for each product. If a 
product is already being produced and has been certified and approved by 
at least one customer, switching is relatively straightforward and can be 
done within a year or less. On the other hand, obtaining certification on a 
new product can take up to three or four years, dependent on the coating 
and specific customer requirements, involving laboratory trials, production 
trials, and customer approval. The process requires lost production hours 
and capacity and is costly. Customers indicated that switching between 
coatings suppliers can therefore be difficult.  
 

96. Customers also stated that specifications and requirements imposed by 
their own customers (that is brand owners) can limit the potential to switch 
supplier where a brand-owner has a preference for a specific product or 
technology. 
 

97. Akzo Nobel submitted that evidence of switching suppliers is indicative that 
switching is straightforward. However, the switching information submitted 
by Akzo Nobel indicates that switching in the market is low. For example, 
the bidding data submitted by Akzo Nobel to the OFT indicates that around 
[zero to 10] per cent of the total market is contested annually.29

 
  

98. The OFT recognises that switching by customers between suppliers occurs 
and that customers actively play existing suppliers off against each other. 
However, evidence available to the OFT suggests that switching is limited 
and that there is a strong perception among some third parties that 
switching is difficult.  

 
99. The OFT is generally more concerned about the likelihood for unilateral 

effects where customers are price insensitive.30

 

 If customers are insensitive 
to changes in the price of the merging parties’ products, any price rise by 
the parties will result in fewer lost sales than would otherwise be the case, 
making the price rise less costly. In the current transaction, the costs 
involved in switching suppliers mean that customers may be regarded as 
especially price insensitive. 

                                        
29 Around €[ ] million (€[ ] million over a four year period) and an estimated annual market size of 
between €[ ] million and €[ ] million. 
30 See Merger Assessment Guidelines, paragraph 5.4.9(c). 
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100.  Furthermore, the OFT notes that in a market in which customers rely on 
multi-sourcing to ensure security of supply, maintaining a second or third 
supplier is important. Loss of choice of a single supplier may therefore 
make unilateral effects more likely to arise from the transaction than would 
otherwise be the case.  

Likelihood of price effects 
 

101. The OFT has used the parties’ margins, and the number of feasible 
alternative suppliers identified by customers to undertake an illustrative 
guide of the possible post-merger pricing pressure on the incentives of the 
combined parties of the likelihood of price effects arising from the merger.  
 

102. The OFT estimated that the potential effects of the merger would be to 
raise prices by somewhere between six to 19 per cent. This range is based 
on several assumptions: 

 
• Capacity constraints: if competitors are capacity constrained such 

that there are constraints in expanding production in response to a 
price rise by the parties, the potential effects of the merger may be 
to raise prices by an amount at the higher end of the range.  
 

• The level of pass-through: increases in raw material prices, 
according to Akzo Nobel, seem to be passed on to customers. 
However, the degree of pass through is not clear (calculations 
based on different degrees of pass-through lead to higher or lower 
potential price rises within the range). 
 

• Marginal costs: the marginal cost at which the merged firm 
operates at post-merger (the pricing calculations by the OFT 
assume that marginal costs are constant but can vary between 
competitors). 
 

103. The OFT considers these results provide an illustrative guide of the possible 
post-merger pricing pressure on the incentives of the combined parties, 
rather than a prediction of post-merger price rises. However, bearing in 
mind their limitations, they are nevertheless useful in assessing competition 
in the supply of metal packaging coatings alongside the other evidence 
received by the OFT. 
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Conclusion on unilateral effects 
 

104. Based on the evidence available, the OFT concludes that Metlac represents 
a strong competitive constraint to Akzo Nobel, the market leader. In 
product areas in which both parties are active, Metlac has won the majority 
of business that was lost by Akzo Nobel. Evidence on the development and 
commercialisation of BPA-NI and other innovations is less clear. 
 

105. The OFT considers that the presence of significant switching costs may 
exacerbate the competition concerns arising from the merger by making 
unilateral effects more likely to occur. 

 

106. On balance, on the basis of the evidence available to it, the OFT considers 
that there is a realistic prospect of a substantial lessening of competition in 
the market for metal packaging coatings in the EEA and, in turn, the UK 
and hence that the test for reference is met with regard to horizontal 
unilateral effects. 

 
 

COORDINATED EFFECTS 
 

107. The OFT received complaints from a small number of third parties relating 
to coordinated effects. These argued that Metlac represents a significant 
external constraint to coordinated activity between the three largest 
suppliers, which the merger would remove and other smaller suppliers 
would not be sufficient to continue.  
 

108. The OFT examined in detail the scope for the merger to give rise to or to 
enhance coordinated effects. The OFT considers the evidence in relation to 
coordinated effects is unclear. However, the OFT has not found it 
necessary to conclude on whether the test for reference may be met in this 
context given that it has concluded that a realistic prospect of an SLC 
arises with regard to unilateral effects.  
 

ENTRY AND EXPANSION 

109. Entry or expansion may potentially prevent or mitigate competition 
concerns arising from unilateral or coordinated effects as outlined above. 
For example, the incentive of the merging parties to, for example, raise 
prices is diminished if such action would lead to entry or expansion by 
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rivals. Similarly, the external stability of a coordinated outcome depends on 
the absence of a competitive response from firms outside the coordinating 
group.31

 
  

110. In assessing whether entry or expansion might prevent competition 
concerns from arising, the OFT considers if such entry or expansion would 
be timely, likely, and sufficient.  
 

111. Akzo Nobel submitted that barriers to entry are low. The basic coatings 
technology is well-established (being several decades old) and the raw 
material components are well-known and readily available, according to 
Akzo Nobel. Market entry is facilitated by low capital intensity, a low 
degree of product differentiation and low economies of scale.  
 

112. Metal packaging coatings are subject to ISO qualification requirements. The 
qualification process, according to Akzo Nobel, comprises two steps: (i) 
assessment of film composition performance and pack test approval; and 
(ii) industrial scaling up of the product application using the customer’s 
equipment in each plant. The qualification process, Akzo Nobel submitted, 
typically takes between six months and two years, dependent on the 
product. The second phase scaling can take a further three to six months.  
 

113. Akzo Nobel submitted that can makers and coating manufacturers share 
the costs of qualification. Due to the gradual increase in complexities and 
investment requirements from general line to B&B internal coatings, Akzo 
Nobel argued, new entrants enter at the general line level and expand from 
there. This is the route, Akzo Nobel argued, that entrants such as Grace, 
Actega and Salchi have taken. Also, technology partnerships are often 
used to accelerate growth, as reflected by Salchi’s collaboration with 
Glidden. Akzo Nobel submitted that ISO qualification requirements do not 
represent a barrier to entry or limit the number of competing suppliers in 
the industry. 
 

114. However, the OFT’s market investigation indicated that barriers to entry 
are significant. Customers estimated that entry would take a minimum of 
two to three years to become active and four to six years for a supplier to 
have a fair level of activity on the market. Some areas would remain 
difficult to penetrate due to prohibitive know-how and investment barriers. 

                                        
31 See Merger Assessment Guidelines, Section 5.8. 
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The qualification process is long and costly and involves significant 
investment risks, should the supplier have difficulty qualifying the product. 
 

115. In addition to ISO standards, there may be additional EU or national 
regulations and brand-owners or fillers will have additional approval 
processes, possibly involving shelf-life, transport and storage tests.  
 

116. To support is arguments, Akzo Nobel also pointed to a number of market 
entries in recent years, including: 
 

(a) Rembrandtin entered in 2006. 
 

(b) Darex (Grace) used its position in sealants and closures to 
establish positions in traditional coatings and is estimated to have 
achieved a five per cent share in the EEA, in part due to its 
acquisition of Grupo Sistiga, a Spanish supplier of coatings for 
aluminium containers in 2007.  
 

(c) VPL Coatings entered the market around two years ago and 
already has revenues of up to €[ ] million and has won some 
business [ ]. 

 
117. Akzo Nobel also submitted there is potential for entry by other large groups 

such as Henkel, which currently supplies cleaners, pre-treatments and 
lubricants to container manufacturers and could, at short notice, enter into 
direct competition with Akzo Nobel.  

 
118. Metlac, in contrast, submits that new entrants are unlikely in the 

foreseeable future. Further, there has not been any new entry in the EEA in 
the last 10 years. The OFT notes, however, that Metlac itself has achieved 
considerable growth since 2003. 
 

119. The OFT’s market investigation pointed to very limited new entry in recent 
years. The OFT notes that most customers were unable to highlight any 
new entrant. One customer identified Diostyl as having entered three years 
ago with an innovative technology and interest from bigger groups such as 
Henkel but no actual activity yet.  
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120. In light of evidence from third parties, the OFT does not consider the 
evidence sufficiently compelling to suggest entry or expansion post-merger 
is likely to offset any anti-competitive effects from the merger. 
 

 

 

BUYER POWER 

121. Customers may be able to use their negotiating strength to limit the ability 
of a merged firm to raise prices. Such countervailing buyer power may 
make competition concerns less likely to arise.32

 
 

122. Akzo Nobel submitted that there is a very strong concentration of demand 
in the B&B and food can segments.  
 

• The largest four B&B can producers in the EEA – Rexam, Ball, 
Crown and Can-Pack – make up [90 to 100] per cent of B&B can 
sales volumes. For Akzo Nobel these four companies represent 
[80 to 100] per cent of sales volumes and [60 to 80] per cent of 
sales values.  

 
• The largest three food can producers – Ardagh, Crown and 

Miviso – make up [80 to 90] per cent of sales volumes. For Akzo 
Nobel the largest three food can producers represent around [60 
to 80] per cent of sales. 

 
123. Akzo Nobel submitted that the loss of just one major contract can 

jeopardise profitability. Akzo Nobel considered the negotiating power of 
customers for metal packaging coatings to be significant. Larger customers 
award contracts by tender processes where considerable price pressure is 
exerted on suppliers. For example, [ ]. Customers can take measures to 
reduce the strength of suppliers such as awarding contracts at longer 
intervals so as to reduce the incentive to coordinate, Akzo Nobel argued. 
As set out further above, customers also award contracts by dual-sourcing, 
building-up suppliers and trying to avoid any dependence. 
 

                                        
32 See Merger Assessment Guidelines, Section 5.9. 
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124. Should packaging producers be unhappy with prices being offered by 
coatings suppliers, it would be possible for them at any time to boost 
alternative suppliers by intentionally awarding contracts to them, according 
to Akzo Nobel. 
 

125. The OFT considers that a customer’s negotiating strength will be stronger 
if it can easily switch its demand away from the supplier, particularly if 
there are several alternative suppliers to which the customer can credibly 
switch or the customer has the ability to sponsor new entry. In this case, 
the OFT considers the removal of Metlac as an alternative supplier may 
materially reduce the negotiating position of customers. 
 

126. The OFT notes that some third parties have pointed to reduced negotiating 
strength resulting from the removal of Metlac as an alternative supplier. 
 

127. Further, the presence of switching costs hinders the extent to which a 
customer can switch its demand away from any supplier and thus limits 
the scope for countervailing buyer power.  
 

128. While Akzo Nobel points to the prevalence of multi-sourcing naturally 
strengthening customers’ negotiating positions with suppliers, the OFT 
does not consider this necessarily reflects negotiating strength on the part 
of customers; indeed it may mean the opposite. Multi-sourcing is a 
significant cost borne by can manufacturers to ensure security of supply 
and to preserve some alternative supply options should a single supplier 
raise price, giving the customer no option but to pay the increased cost 
until they can qualify another supplier.  
 

129. Where suppliers engage in bilateral negotiations, as is the case in this 
transaction, the relative bargaining strength of suppliers and customers is 
determined by their mutual dependency.33

 

 However, again, the OFT 
considers that, despite the concentration of buyers and the importance of a 
small number of customers to a coating supplier’s business, this merger, if 
anything, is more likely to shift negotiating strength towards suppliers due 
to the loss to customers of an independent competitive supply option. 

130. In light of the above, the OFT does not consider that the evidence available 
suggests buyer power to be sufficient to mitigate any competitive harm 
arising from the merger.  

                                        
33 See Merger Assessment Guidelines, paragraph 5.9.5 
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THIRD PARTY COMMENTS 
 
131. Third party comments have been discussed above where relevant. The OFT 

received unsolicited complaints about the proposed merger from a number 
of interested parties. There have also been significant complaints about the 
merger from customers contacted by the OFT.  
 

132. In general, these concerns related to the effect of removing Metlac as an 
independent supplier on prices (including price validity) and the negotiating 
strength of customers. Metlac was considered to be especially price 
competitive by those customers raising concerns and was considered to 
currently exert a strong competitive constraint on Akzo Nobel. Concerns 
also pointed to the reduction in choice in an already concentrated market.  

 
ASSESSMENT  
 
133. The parties overlap in the manufacture and supply of metal packaging 

coatings. The OFT considers the relevant market is no wider than the 
supply of metal packaging coatings in the EEA and may be narrower on the 
product side, with inside spray being distinct from other coatings. 
 

134. The OFT has taken a cautious approach and considers that Akzo Nobel’s 
existing stake in Metlac does not materially dampen competition between 
them.  
 

135. The parties combined shares of EEA supply post-merger range from [30 to 
40] to [50 to 60] per cent. The parties each argued that the shares of 
supply may not be fully reflective of the competitive strength of suppliers 
for different reasons:  

 
a. Akzo Nobel’s submitted that the parties combined share of supply 

would fall post-merger as a result of customers protecting their 
multi-sourcing strategies to be sufficiently substantiated or to 
materially affect the competitive assessment.  
 

b. Metlac argued that its innovation, and in particular its development 
of BPA-NI products was ahead of other suppliers.  
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c. Metlac argued that it has grown significantly in recent years due, in 
part, to its competitiveness on price and a range of other factors 
(such as quality, reliability, capacity, R&D and access to raw 
materials) with the three main suppliers.  

 
136. However, in relation to both reductions in volume resulting from customers 

protecting multi-sourcing and Metlac’s position in relation to R&D, the OFT 
does not consider the evidence to be sufficiently compelling to doubt the 
veracity of Metlac’s share of supply, taking account of the range of 
estimates, as a fair reflection, at the least, of its competitive strength in the 
market. In relation to the growth of Metlac, the OFT considers it difficult to 
assess the extent to which this, on its own, may be probative of the 
competitive strength of Metlac going forward. 
 

137. Bidding data submitted by Akzo Nobel indicates that Metlac exerts a 
significant competitive constraint on Akzo. In particular, the outcome of the 
contests in which Metlac and Akzo Nobel bid against each other shows 
Metlac winning the vast majority of bids. Further, of all the contests lost by 
Akzo Nobel where they have a product overlap with Metlac, Metlac wins 
the majority of these (by value).  
 

138. Similarly, the outcome of those bids for products in which the parties 
overlap (that is, excluding inside spray), irrespective of whether Akzo Nobel 
and Metlac actually competed for the contract, shows that Metlac won [40 
to 60] of the total value of these contracts (even accounting for contracts 
where Metlac was not invited to or chose not to bid). Finally, of all those 
contracts lost by Akzo Nobel, where both Akzo and Metlac supply a 
product, [60 to 80] per cent of the total value of these contracts was won 
by Metlac.  
 

139. The OFT considers that the presence of significant switching costs may 
exacerbate the competition concerns arising from the merger by making 
unilateral effects more likely to occur. 
 

140. In relation to coordinated effects, the evidence is less clear and points to a 
number of difficulties in suppliers reaching and monitoring a coordinated 
outcome. Also, the internal and external sustainability of coordination may 
be difficult to sustain.  
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141. The OFT does not consider the prospect of entry or countervailing buyer 
power sufficient to mitigate or offset any competitive harm arising from the 
merger.  

 
142. The OFT therefore considers that the relevant merger situation, as 

described above, gives rise to a realistic prospect of a substantial lessening 
of competition as a result of horizontal unilateral effects in relation to the 
supply of metal packaging coatings in the EEA. 

 
 
CONCLUSION 
 
143. The OFT believes that it is or may be the case that the merger has resulted 

or may be expected to result in a substantial lessening of competition 
within a market or markets in the United Kingdom. 

 
DECISION 

 
144. This merger will therefore be referred to the Competition Commission under 

section 33(1) of the Act. 
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