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ANTICIPATED ACQUISITION BY OMNICELL, INC./MTS MEDICATION 
TECHNOLOGIES, INC. OF SURGICHEM LIMITED 

Statement of issues 

25 April 2014 

The reference 

1. On 14 March 2014, the Office of Fair Trading (OFT) under section 33 of the 

Enterprise Act 2002 (the Act) referred the anticipated acquisition by Omnicell, 

Inc. (Omnicell)/MTS Medication Technologies, Inc. (MTS) of SurgiChem Limited 

(SurgiChem) to the Competition Commission (CC) for investigation and report 

(the proposed merger). Omnicell/MTS and SurgiChem are together referred to 

below as ‘the parties’. 

2. On 1 April 2014, the CC joined with the competition and certain consumer 

functions of the OFT to form the Competition and Markets Authority (CMA) which 

will continue with this inquiry and other work inherited from the two organisations. 

The CMA must decide:  

(a) whether arrangements are in progress or in contemplation which, if carried 

into effect, will result in the creation of a relevant merger situation; and  

(b) if so, whether the creation of that situation may be expected to result in a 

substantial lessening of competition (SLC) within any market or markets in 

the UK for goods or services.  

3. In this statement we set out the key issues that we are likely to consider in 

reaching our decision. This does not preclude the consideration of any other 

issues that may be identified in the course of our inquiry.  

Background 

4. Omnicell is a supplier of automation and software solutions for patient medication 

and supplies management for acute care hospitals, post-acute nursing, long-term 

care facilities, and domiciliary patients (that is, patients in the community). 

Omnicell also owns MTS, a provider of adherence packaging, adherence support 
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products for patients and carers, and technological solutions that support the 

dispensing process in pharmacies.  

5. SurgiChem is a supplier of adherence packaging and adherence support 

products for patients and carers and is currently owned by Bupa Care Homes 

(CFG) plc (Bupa). 

The markets in which the parties operate  

6. Adherence packaging products are used to repackage a patient’s medicines to 

help them to take the correct dosages at the correct time. Such packaging is 

typically bought by pharmacists and used for elderly or disabled patients, or 

those with complicated treatment regimes. Adherence packaging is used both by 

those patients who are resident in care homes and those who live in their own 

homes (domiciliary patients).  

7. Other related products include components and equipment necessary to 

assemble the adherence packaging, such as platens or templates, rollers for 

pressure sealing, replacement blisters and replacement seals. It also includes 

support products such as sheets recording the patients’ prescription, hangers, 

labels and bags.  

8. Omnicell supplies card-based adherence packaging products, whereas 

SurgiChem supplies plastic-based adherence packaging products. Card-based 

products use cardboard to envelop plastic blisters, whereas plastic-based 

products use a plastic tray to envelop plastic blisters. SurgiChem has recently 

begun developing a card-based adherence packaging product but has not 

supplied any such packaging in the UK. 

9. Omnicell and SurgiChem also currently overlap in the supply of trolleys and 

cabinets, used to store medication (including adherence packaging) securely and 

to facilitate the distribution of medicines by care home staff.  

10. Omnicell supplies de-blistering machines, heat sealers, and automated filling 

machines for adherence packaging. SurgiChem has a prototype automated filling 

machine but has not supplied any such machines in the UK. 

Market definition  

11. The purpose of market definition is to provide a framework for the CMA’s 

analysis of the competitive effects of the proposed merger. There are normally 
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two dimensions to the relevant market: a product dimension and a geographic 

dimension.  

12. We will consider the relevant product market or markets, including: the extent to 

which card-based and plastic-based adherence packaging are substitutable; the 

factors that might affect a pharmacist’s choice when buying these products, 

including end-users’ preferences; and the extent to which there may be separate 

markets or segmentation within a single market by type of product, customer, or 

end-user. We will also consider whether or not products related to the supply of 

adherence packaging set out in paragraphs 9 and 10 constitute a separate 

market from adherence packaging. 

13. We will also consider the relevant geographic market for the proposed merger. 

This will include considering the relevance of where a supplier produces and/or 

sources, and distributes products. It will also involve considering whether 

procurement, pricing and reimbursement practices may differ in different regions 

of the UK and, if so, what impact this may have.  

Assessment of the competitive effects of the merger  

Counterfactual  

14. We will assess the possible effects of the proposed merger on competition 

compared with the competitive conditions in the counterfactual situation (ie the 

competitive situation without the merger). We will consider whether, should the 

transaction not go ahead, the pre-existing competition between Omnicell and 

SurgiChem would be likely to continue. We will consider whether in the future, 

and absent the proposed merger, the scope for competition between the parties 

would increase or decrease compared with the level of pre-existing competition, 

in particular, whether SurgiChem would have supplied card-based adherence 

packaging products and automated filling machines.  

Theories of harm  

15. We will consider whether the proposed merger could give rise to an SLC by 

removing a key competitive constraint for customers of adherence packaging and 

related products, leading to price rises and/or a degradation in the quality of 

service, including the potential for future innovation. In order to establish whether 

the merger is likely to give rise to this theory of harm, we will consider whether 

Omnicell and SurgiChem competed closely pre-merger, would have continued to 
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compete absent the merger, and whether post-merger sufficient competitive 

constraints from alternative suppliers and/or products would remain. 

16. We will also consider whether, even if the merger does not remove a competitor 

that currently constitutes a competitive constraint, the merger could remove a 

potential competitor that could allow the parties to increase the price and/or 

reduce the quality of their products in the future.  

17. As part of the competitive assessment of the merger, we will consider whether 

there may be differences in the way the merger might impact different types of 

customers or end-users. We may revise this initial view as our assessment of the 

proposed merger progresses. The identification of these theories of harm does 

not preclude an SLC being identified on another basis following further work by 

the CMA and/or the receipt of additional evidence. 

Proposed analysis  

18. In assessing these theories of harm, we will examine a range of issues including 

in particular:  

(a) the extent to which the parties are or could be close competitors for some or 

all customers in the market or markets in the absence of the proposed 

merger, in comparison with alternative suppliers; 

(b) the nature of competition (eg whether and how negotiations take place) and 

key competitive variables (eg price, quality, innovation, etc); 

(c) what drives the choice of adherence packaging by pharmacists and end-

users; 

(d) the sensitivity of pharmacists to changes in price or quality and/or other 

factors; and  

(e) the extent to which there are barriers and/or impediments to switching 

suppliers or products.  

Countervailing factors  

19. We will consider whether the following countervailing factors would prevent or 

reduce an SLC:  
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(a) Entry. We will explore whether entry would be timely, likely and sufficient to 

prevent any SLC that might otherwise arise. In particular we will assess 

whether the proposed merger creates opportunities for existing competitors 

to expand or for new entrants to enter the market with alternative business 

models. As part of this process we will consider the existence of barriers to 

entry, evidence of providers’ or potential providers’ plans to enter or expand, 

history of past entry and exit, potential technological developments, and 

whether customers would be likely to sponsor entry into the relevant market. 

(b) Buyer power. We will assess whether the customers or potential customers 

of the merging entities have countervailing buyer power, whether any buyer 

power possessed by some customers would be sufficient to protect all 

customers from the effects of an SLC, and what the impact of the proposed 

merger is on any existing countervailing buyer power.  

(c) Efficiencies. We will examine any arguments made in relation to efficiencies 

arising from the proposed merger, and in particular whether any of these can 

be expected to offset the effects of any loss of competition resulting from the 

proposed merger.  

Possible remedies and relevant customer benefits 

20. Should the CMA conclude that this proposed merger may be expected to result 

in an SLC in one or more markets, it will consider whether, and if so, which, 

remedies might be appropriate, and will issue a further statement.  

21. In any consideration of possible remedies, we will take into account whether any 

relevant customer benefits might be expected to arise as a result of the proposed 

merger and, if so, what these benefits are likely to be and which customers would 

benefit.  

Responses to the issues statement  

22. Any party wishing to respond to this issues statement should do so in writing, by 

no later than 5pm on 9 May 2014. Please email: 

omnicell.surgichem@cma.gsi.gov.uk 

or write to:  

mailto:omnicell.surgichem@cma.gsi.gov.uk
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Inquiry Manager (Omnicell/SurgiChem)  

Competition and Markets Authority 

Victoria House  

Southampton Row  

London  

WC1B 4AD 


