
 
 

 
Anticipated acquisition by Northstone (NI) Limited of RMC 
Catherwood Limited 
 
ME/5923/13 
 
The OFT’s decision on reference under section 33(1) given on 3 April 2013. Full 
text of decision published 24 April 2013. 
 

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. Northstone (NI) Limited (Northstone) is a company headquartered in 

Northern Ireland. Northstone has three divisions: Farrans (Construction) 
Limited (Farrans), Cubis Industries (which supplies preformed structural 
products for underground network access) and Northstone Materials, which 
is active in the supply of ready-mix concrete (RMX), aggregates, concrete 
blocks and asphalt in Northern Ireland. Northstone is a subsidiary of CRH 
plc (CRH), a diversified multi-national manufacturer and distributor of 
building materials and products, headquartered in Ireland and operating in 
34 countries. Its building materials include cement, aggregates, asphalt and 
RMX.   
 

2. RMC Catherwood Limited (RMC Catherwood) is a subsidiary of Cemex 
S.A.B. de C.V. (Cemex). RMC Catherwood operates 14 RMX plants, eight 
primary aggregates sites, six aggregate concrete block plants and one 
asphalt plant in Northern Ireland. Cemex is a global building materials 
company which produces, markets and distributes cement, RMX, 
aggregates and related building materials such as asphalts, concrete 
blocks, rods, blocks, tiles and electrical supplies. RMC Catherwood's UK 
turnover in 2011 was £18.3 million.  
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TRANSACTION 
 
3. Northstone proposes to acquire the entire issued share capital of RMC 

Catherwood for consideration of [ ] (the Transaction).   
 

4. The Share Purchase Agreement was signed on 19 December 2012. The 
Transaction was notified to the Office of Fair Trading (OFT) on 4 February 
2013 and the administrative deadline is 3 April 2013. 

 
JURISDICTION 
 
5. As a result of the Transaction Northstone and RMC Catherwood will cease 

to be distinct. The UK turnover of RMC Catherwood does not exceed £70 
million, so the turnover test in section 23(1)(b) of the Enterprise Act 2002 
(the Act) is not satisfied. 
 

6. The merging parties overlap in the supply of RMX in various locations in 
Northern Ireland. The OFT considers that the share of supply test in section 
23(3) of the Act is met since the merging parties’ combined share of 
supply in RMX in 2011 exceeded 25 per cent within an eight- or 10-mile 
radius of RMC Catherwood’s plants in Belfast (Titanic), Newtownards, 
Mallusk, Ballymena, Strabane and Kilrea (table 1). The OFT also considers 
that these areas in aggregate constitute a substantial part of the UK.1

 
   

7. 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.   

 
MARKET DEFINITION 
 
8. The merging parties overlap in the supply of RMX, aggregates, concrete 

blocks and asphalt in Northern Ireland. 
 

  

1 Even once the OFT had recalculated the shares of supply based on available data (see 
paragraph 32 below), the combined shares exceeded 25 per cent in each of the areas, with the 
exception of Strabane. The five remaining areas are still considered to be a substantial part of 
the UK. 
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Product scope 
 
RMX 
 
9. Northstone submitted that RMX is concrete, which is delivered to a 

customer’s construction site in a freshly mixed or unhardened state. RMX 
is a mixture of cement and/or other cementitious material, water and 
aggregates. Northstone submitted that previous OFT and Competition 
Commission (CC) decisions consider production and supply of all grades of 
RMX and that it agreed with this product scope.2

 
  

10. Northstone also noted that RMX is not supplied in volumetric trucks in 
Northern Ireland. Third party enquiries indicated that their use is not 
widespread in Northern Ireland. The OFT also notes that the CC did not 
include volumetric trucks in its frame of reference in Anglo-
American/Lafarge. The OFT therefore does not consider it necessary to 
conduct an assessment of the supply of RMX in volumetric trucks. 

 
11. The OFT has received no evidence to suggest it should depart from 

previous cases. In any event, it is not necessary for the OFT to come to a 
firm conclusion given that no competition concerns arise under any 
possible segmentation. The OFT for the purpose of this assessment, 
considers the impact of the Transaction on the supply of RMX but 
excluding in volumetric trucks. 

 
Aggregates 
 
12. Northstone submitted that aggregates consist of crushed rock, sand and 

gravel as well as secondary and recycled aggregates, which are mainly 
used in construction applications. Primary aggregates are produced solely 
from the minerals extracted and may be quarried from land or dredged from 
the sea. The merging parties submitted that they do not overlap in 
secondary or recycled aggregates.3

 
 

2 Proposed acquisition of Hanson plc by Pioneer plc 19 April 2000, Proposed acquisition by 
Anglo American plc of Tarmac 18 February 2000, Proposed Joint Venture between Anglo 
American plc and Lafarge S.A. 2 November 2011 and CC report on the anticipated construction 
materials joint venture between Anglo American Plc and Lafarge S.A. 1 May 2012.  
3 The merging parties also submitted that they do not overlap with respect to rail ballast, high 
purity limestone or high PSV aggregates in Northern Ireland. 
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13. The CC, in Anglo-American/Lafarge, assessed the transaction on the basis 
of the supply of primary aggregates of all grades for construction 
applications, whilst noting that differing constraints might characterize 
different products within this market and that constraints might also arise 
from products outside this market. The CC therefore also considered 
segmentation into crushed rock aggregates and sand and gravel 
aggregates.  
 

14. The OFT has received no evidence to suggest it should depart from 
previous cases. In any event, it is not necessary for the OFT to come to a 
firm conclusion given that no competition concerns arise under any 
possible segmentation. The OFT for the purpose of this assessment, 
considers the impact of the Transaction on all grades of primary 
aggregates, as well as a further segmentation into crushed rock 
aggregates.  

 
Concrete blocks 
 
15. Northstone submitted that concrete blocks are a building material for the 

construction of walls of domestic and commercial buildings. The OFT has 
previously noted that there are dense aggregate, lightweight aggregate and 
aircrete blocks.4

 

 The merging parties submitted that they only overlap in 
the supply of dense aggregate concrete blocks. 

16. It is not necessary for the OFT to come to a firm conclusion given that no 
competition concerns arise under any possible segmentation. The OFT for 
the purpose of this assessment, considers the impact of the Transaction on 
the supply of dense aggregate concrete blocks. 

 
Asphalt 
 
17. Northstone submitted that asphalt is used for surfacing roads, car parks, 

footpaths, pavements and other surfaces. It is produced by heating and 
mixing aggregates and a viscous binding agent, usually bitumen. The CC 
has previously considered the supply of asphalt from fixed and mobile 
plants to be a relevant market.  
 

4 Proposed Acquisition by Tarmac Limited of the Durox Building Products business from RMC 
Group plc, 21 December 2001. Aircrete blocks are made with aerated concrete; they are lighter, 
more expensive and have better insulating properties than aggregate blocks.  

4



18. In any event, it is not necessary for the OFT to come to a firm conclusion 
given that no competition concerns arise under any possible segmentation. 
The OFT for the purpose of this assessment, considers the impact of the 
Transaction on the supply of asphalt (from both fixed and mobile plants). 

 
 
Geographic scope 
 
RMX 
 
19. Northstone submitted RMX is supplied on a local level given its weight, 

relatively low cost per cubic metre and for wet-mix product there is a 
limited time within which the product must be transported to its destination 
and used. Northstone noted that the OFT has previously conducted its 
assessment on the basis of a 10-mile radius around relevant plants.5

 

 
Northstone submitted that the geographic scope is a 10-mile catchment 
area in rural areas and eight mile for urban areas. 

20. However, given the OFT Aggregate market reference noted that there are 
differences in the Northern Ireland market,6

 

 the OFT requested delivery 
data. The merging parties provided data on an 80 per cent delivery 
catchment area for a sample of one driver from each plant. The analysis 
supported the 10-mile catchment area in rural areas and eight-mile 
catchment area in urban areas. In addition, third party responses showed 
this radius was sufficiently conservative. 

21. The OFT for the purpose of this assessment, considers the impact of the 
Transaction on the supply of RMX within a 10-mile catchment area for 
rural areas and an eight-mile catchment area for urban areas. 

 
Primary Aggregates 
 
22. Northstone submitted that the geographic scope for aggregates is a 30-mile 

radius, in line with the OFT’s typical decisional practice, as transport costs 

5 Proposed Acquisition of Hanson plc by Pioneer plc 19 April 2000, Proposed acquisition by 
Anglo American plc of Tarmac 18 February 2000, Proposed Joint Venture between Anglo 
American plc and Lafarge S.A. 2 November 2011. 
6 OFT1358ref Aggregates - The OFT's reason for making a market investigation reference to the 
Competition Commission, January 2012. 
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constrain the distance over which aggregates can economically be 
transported.7

 
  

23. Third party responses suggested that competitors’ catchment areas could 
range from 10 to 50 miles. The OFT therefore considers a 30-mile radius to 
be a reasonable catchment area and, for the purpose of this assessment, it 
considers the impact of the Transaction on the supply of primary 
aggregates within a 30-mile catchment area. 
 

Dense aggregate concrete blocks 
 
24. The merging parties submitted that the relevant geographic scope is 

national, in line with previous OFT decisions.8

 

 In particular, the merging 
parties noted that depots are spread across the country and blocks can be 
relatively easily delivered throughout Northern Ireland. 

25. Therefore, the OFT for the purpose of this assessment, considers the 
impact of the Transaction on the supply of dense aggregate concrete 
blocks in Northern Ireland. 

 
Asphalt  
 
26. Northstone submitted that a 30-mile radius, in line with previous OFT 

cases, is the relevant geographic scope.9

 

 The majority of third party 
responses supported using a 30-mile radius.  

27. The OFT, for the purpose of this assessment, considers the impact of the 
Transaction on the supply of asphalt (from fixed and mobile plants) within a 
30 mile catchment area. 

7 Completed Acquisition by Aggregate Industries Limited of Foster Yeoman Limited 20 November 
2006, Anticipated Acquisition of Midland Quarry Products Limited of the Griff Quarry currently 
owned by Handon Quarry Products Europe, 27 September 2004 and Proposed Joint Venture 
between Anglo-American plc and Lafarge S.A., 2 November 2011. 
8 Proposed Acquisition by Tarmac Limited of the Durox Building Products business from RMC 
Group plc, 21 December 2001, Completed Acquisition by Hanson Building Products Limited of 
Marshalls Clay Products Limited, 2 March 2005, Completed Acquisition by Marshalls plc of 
Paver Systems (Carluke) Limited and Jamestown Stone and Concrete Company Limited, 14 
November 2005.  
9 Anticipated Acquisition of Midland Quarry Products Limited of the Griff Quarry currently owned 
by Hanson Quarry Products Europe, 27 September 2004 and Proposed Joint Venture between 
Anglo American plc and Lafarge S.A., 2 November 2011.  
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Conclusion 
 
28. The OFT has assessed the impact of the Transaction on the basis of the 

following frames of reference: 
 

• The supply of RMX (excluding through volumetric trucks) within a 10-
mile catchment area in rural areas and eight mile catchment area in 
urban areas. 

• The supply of primary aggregates (considering crushed rocks 
separately) within a 30-mile catchment area. 

• The supply of dense aggregate concrete blocks within Northern Ireland. 
• The supply of asphalt (from fixed and mobile plants) within a 30-mile 

catchment area. 
 

HORIZONTAL ISSUES 
 
Supply of RMX 
 
29. The merging parties submitted that they overlap around 10 of RMC 

Catherwood’s plants, namely Downpatrick, Ballymena, Kilrea, Newry, 
Craigavon, Newtownwards, Mallusk, Belfast (Titanic), Strabane and 
Mountfield.10

 
  

30. The 2011 shares of supply and number of remaining competitors are set 
out in Table 1 below. 

  

10 The merging parties submitted that they do not overlap within the relevant 10 or eight mile 
catchment area of RMC Catherwood’s plants in Ballynahinch, Carrickfergus and Ballygawley 
sites.  
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Table 1 
Area Number of 

suppliers post-
transaction in 
each local area 

Northstone’s 
share of 
supply 

estimates 
(per cent) 

RMC 
Catherwood’s 

share of 
supply 

estimates (per 
cent) 

Parties’ 
share of 
supply 

estimates 
(per cent) 

Downpatrick  three [ ] [0-five] [10-20] [10-20] 
Ballymena three [ ] [20-30] [10-20] [30-40] 

 
Kilrea four [20-30] [10-20] [30-40] 
Newry five [0-five] [five-10] [five-10] 
Craigavon five [10-20] [10-20] [20-30] 
Newtownwards five [10-20] [10-20] [30-40] 
Mallusk five [10-20] [10-20] [30-40] 
Belfast (Titanic) six [20-30] [10-20] [30-40] 
Strabane six [10-20] [10-20] [20-30] 
Mountfield nine [0-five] [10-20] [20-30] 

Source: Northstone (based on its knowledge of jobs which it has tendered 
for and then won or lost).  
 

31. The OFT also reviewed the same information for the catchment areas 
centred around the Northstone plants and noted that no shares of supply 
exceeded 40 per cent and only Ballymena (referred to above) resulted in a 
reduction of RMX suppliers to three. 
 

32. The OFT received estimates from competitors of their annual RMX sales, 
which it used to confirm the merging parties’ estimates of shares of 
supply. The OFT found that in the vast majority of cases, the merging 
parties had underestimated their competitors’ sales and, in turn, 
overestimated their own shares of supply. For example, in the catchment 
area surrounding RMC Catherwood’s Kilrea plant, where all third party 
competitors responded, the merging parties’ share of supply was estimated 
by the OFT to be [30-40] per cent and for the Ballymena plant’s catchment 
area, the shares of supply were estimated to be [20-30] per cent.11

11 The catchment areas assessed by the OFT would all have been filtered out on the basis of the 
CC’s Anglo-American/Lafarge. 

 The 
merging parties’ estimates of their competitors’ shares of supply – 
generally significant underestimates - suggest that the merging parties will 
continue to face sufficiently strong competitors post-merger. 
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33. Further, the majority of customers who responded to the OFT’s question 

indicated that, in response to a price rise of five per cent, they would seek 
to switch to other suppliers, suggesting that switching between suppliers is 
possible and other suppliers will continue to constrain the merged entity 
post-merger. Where concerns were raised, these have been addressed 
below. 
 

34. Some third parties noted the importance of having suppliers with a QSRMC 
accreditation, which the OFT understands is needed for public works 
contracts and/or can meet their quality requirements. A [third party] 
indicated that it believes there should not be a great deal of difference 
between companies holding QSRMC certification. However, the OFT 
received information to suggest that in no area would there be fewer than 
two competitors of the merged entity post-merger holding either a QSRMC 
or BSI certification.  
 

35. Northstone provided data for bids it had submitted in the last three years, 
identifying which ones it had won, lost and, if so, who it had lost the 
contract to. The OFT used this data to calculate the proportion of contracts 
won by RMC Catherwood of all those contracts that Northstone lost, and 
to examine the extent of competitive interaction between the merging 
parties. This data suggested that the merging parties are not closer 
competitors than their shares of supply suggest. In most areas, competing 
suppliers won a higher (suggesting they are closer competitors to 
Northstone) or the same proportion of bids, that Northstone lost, as RMC 
Catherwood. In addition, the data showed that a number of other 
competitors were also winning bids. 
 

36. A number of customers considered the merging parties to be competing, 
although did not point to any specific local area in which they considered 
the merging parties to be especially close competitors or where they were 
first and second choice. Instead, customers generally pointed to the 
national coverage of the merging parties, with one indicating they are the 
only two with several plants and another noting they are the only two with 
capacity to supply across Northern Ireland. There were mixed views 
amongst competitors over the extent of competition between the merging 
parties, with one, for example, indicating that they would have been closer 
in past years but that in recent years RMC Catherwood had been 
constantly restructuring, making them less of a competitor.  

9



 
37. In addition, the OFT notes that Northstone was not RMC Catherwood’s 

closest competitor geographically (by proximity) in any of the local areas, 
with the exception of Craigavon (where Norman Emerson is the largest 
competitor with a [40-50] per cent share of supply according to the 
merging parties’ estimates) and Strabane (where the OFT received evidence 
to suggest that a competitor supplies more than the merging parties 
combined).12

 
   

38. The merging parties submitted capacity and sales estimates for competitors 
in the relevant local areas. The OFT is of the view that there is generally 
sufficient spare capacity with which competitors could supply customers at 
short notice and low cost, acting as an effective competitive constraint. A 
competitor noted the amount of competition and availability of raw 
materials as reasons the Transaction will not have any effect on the local 
market. Another indicated that there are currently too many suppliers. 
Northstone submitted that the average utilisation of RMX plants across 
Northern Ireland is only 50 per cent. The OFT does not consider the 
Transaction is likely to confer control of sufficient spare capacity on the 
merging parties at the current time such that they may be able to raise 
prices.  
 

39. Only one third party submitted that it had plans to reduce its capacity at its 
plants. However, based on the merging parties’ submission and third party 
responses, the OFT considered that there would still be sufficient capacity 
in the relevant areas. 
 

40. An internal Northstone document indicated that it had no plans to close 
any concrete plants or quarries post-merger.13

 

 In any event, as noted 
above, the OFT is of the view that competitors’ spare capacity is sufficient 
and third party customer responses suggested that, in response to a price 
rise, they would consider switching to other competitors such that the 
merged entity will not be in a position to reduce output and increase price. 

12 In Belfast (Titanic), Newtownards and Mallusk, both Northstone and another competitor, [ ], 
respectively, have a plant within the same number of miles of RMC Catherwood. In each of 
these cases, a number of competitors will remain post-merger to constrain the merged entity. 
13 Northstone Proposal to acquire 100 per cent of the shares in Cemex Northern Ireland Limited 
dated October 2012. 
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41. In addition, the Construction Skills Network forecast average annual 
growth of 2.1 per cent from 2012-2016. Therefore, on the basis of the 
evidence available, growth in the Northern Ireland construction sector is 
unlikely to be sufficient to significantly reduce excess capacity held by the 
merging parties’ rivals over the medium term. As a result, the OFT does not 
believe that the Transaction will confer sufficient control of spare capacity 
on the merged entity for it to be able to increase prices. 
 

OFT assessment of whether the Transaction could lead to a substantial 
lessening of competition on a wider geographic basis 
 
42. A third party customer indicated that the merging parties were the only 

option for them for large deliveries in a single day. They stated that in the 
past they have had single pour contracts of around [500-1000] cubic 
metres, and that this required production and deliveries from [ ] plants such 
that only the merging parties were an option for the order. However, the 
OFT has spoken to third party competitors who have indicated that an 
[500-1000] cubic metre delivery can be accomplished from [ ] sites, and 
that they have done so. One third party also indicated that when they 
previously worked for an independent RMX supplier, they co-ordinated with 
[ ] other independent plants to supply a [over 1000] cubic meter pour.  
 

43. Northstone’s win/loss data also shows that an independent won a 31,500 
tonne contract and that on average competitors won larger contracts than 
RMC Catherwood, albeit smaller than Northstone.  
 

44. Therefore, due to the presence of a number of alternative certified suppliers 
who are spread across all of the relevant local geographic areas, significant 
spare capacity in the market generally (see paragraph 38 above), and 
evidence that independents compete for and win large contracts and are 
able to fulfil large single orders, the OFT does not believe that there is a 
realistic prospect of a substantial lessening of competition (SLC).  

 
Conclusion 

 
45. Given that the shares of supply are not high (and less so following the 

OFT’s recalculations), the number of other market participants identified by 
the OFT during its investigation in each of the relevant areas, generally 
with sufficient spare capacity and that the merging parties are not closer 
competitors than their shares of supply suggest, the OFT considers that the 
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Transaction will not give the merged entity the ability to increase price or 
worsen non-price aspects of the competitive offering. The OFT is therefore 
of the view that the Transaction does not give rise to a realistic prospect of 
a SLC in the supply of RMX (excluding volumetric trucks) in any of the 
relevant catchment areas and, in turn, in the UK.  

 
Barriers to entry and expansion 
 
46. The merging parties submitted that barriers to entry or expansion for RMX 

are not high. In particular, there are no regulatory requirements governing 
the supply of these products, other than planning and environmental 
emission issues. An RMX plant can be constructed in less than six months 
(subject to land ownership and planning permission) and would cost [less 
than £500,000] for a dry batch RMX plant and [less than £1 million] for a 
wet batch plant. Additional aggregates or cement storage would cost [less 
than £100,000] per bin or silo, respectively.  
 

47. Northstone further submitted that three RMX suppliers have entered the 
market in recent years (Loughran Bros in Carrickmore, Carryduff Building 
Supplies in Carryduff and Murphy Concrete in Dungiven). In addition, 
Stoneyford Building Supplies, CES Stevenson, W&J Chambers and 
Loughdoo Aggregates have expanded. 
 

48. Third party responses to the cost of setting up an RMX plant ranged from 
£150,000 to £1 million. 
 

49. However, as the Transaction does not give rise to concerns over unilateral 
effects for the supply of RMX in any local area, there is no need for the 
OFT to reach a firm conclusion regarding barriers to entry and expansion. 
 

Countervailing buyer power 
 
50. The merging parties submitted that countervailing buyer power would be 

an effective constraint noting that Northstone’s top five customers account 
for [ ] per cent of its total sales of RMX. However, the largest customer is 
part of the same group and the others do not individually account for more 
than [ ] per cent of sales. The merging parties also submitted that 
customers can switch with ease.  
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51. The majority of third party customer responses suggested that customers 
do not have buyer power albeit they can obtain discounts for prompt 
payment and large volumes. 
 

52. In any event, as the Transaction does not give rise to competition concerns 
over unilateral effects in the supply of RMX, there is no need for the OFT 
to reach a firm conclusion regarding countervailing buyer power. 

 
Supply of primary aggregates 
 
Share of supply 
 
53. RMC Catherwood indicated that it has eight primary aggregate sites: four 

hard rock quarries, one Lough site and three sand and gravel pits. 
Northstone indicated that it operates eleven primary aggregate sites in 
Northern Ireland. 
 

54. The merging parties submitted that they overlap in four areas, namely 
Toomebridge, Ballygawley-Ballynahaye/Mountfield, Ballynahinch and 
Carrowdore with shares of supply for each of these of approximately [10-
20] per cent, [10-20] per cent, [10-20] per cent and [10-20] per cent, 
respectively. With the exception of Carrowdore, the increment is less than 
five per cent. In addition, the merging parties submitted that Mountfield 
was mothballed during 2011; this decision therefore appears to be 
unrelated to the Transaction. 
 

55. The merging parties provided the OFT with names of at least three 
competitors for each relevant catchment area (centred around both RMC 
Catherwood and Northstone plants) noting that there are also a large 
number of other competitors, all of which would continue to constrain the 
merged entity post-merger. A third party customer who responded to the 
questionnaire listed six other aggregates suppliers it would consider 
purchasing from. 
 

56. Northstone submitted estimates of the merging parties’ combined shares of 
supply of crushed rock in Ballynahinch and Carrowdore (where the merging 
parties overlap) are approximately [10-20] and [10-20] per cent, 
respectively, with a low increment ([0-five] per cent) in the case of 
Ballynahinch. 
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57. The merging parties also submitted that there is excess capacity in 
Northern Ireland of over 50 per cent. Third party responses corroborate 
that there is currently excess capacity for primary aggregates in Northern 
Ireland, with one indicating that there are 160 operating aggregates, sand 
and gravel quarries in Northern Ireland (serving a population of 1.8 million). 

 
58. Given that the shares of supply are not high, the increment is small in most 

areas, there are a number of competitors which will continue to exercise a 
competitive constraint on the merged entity and there is excess capacity, 
the OFT considers that the Transaction will not give the merged entity the 
ability to increase price or worsen non-price aspects of the competitive 
offering post-merger. The OFT is therefore of the view that the Transaction 
does not give rise to a realistic prospect of a SLC in the supply of primary 
aggregates in the relevant catchment areas in Northern Ireland and, in turn, 
in the UK.  

 
Barriers to entry and expansion 
 
59. The merging parties submitted that barriers to entry or expansion for 

primary aggregates are not high. In particular, there are no regulatory 
requirements governing the supply of these products, other than planning 
and environmental emission issues. The merging parties indicated that 
there are considerable unexploited resources of primary aggregates in 
Northern Ireland and a number of small companies could increase output at 
minimal cost. The cost of new entry depends on the type of operation; a 
full quarrying operation including tertiary crushing would require an 
investment of [less than £3 million].  
 

60. The majority of third party competitors suggested the barriers to entry are 
high if you need to purchase land and obtain planning permission. 
However, one third party competitor indicated that they are low.   
 

61. However, as the Transaction does not give rise to concerns over unilateral 
effects for the supply of primary aggregates in any local area, there is no 
need for the OFT to reach a firm conclusion regarding barriers to entry and 
expansion. 
 

Countervailing buyer power  
 
62. The merging parties submitted that countervailing buyer power would be 

an effective constraint noting that Northstone’s top five customers account 
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for nearly [ ] per cent of its total sales of primary aggregates. However, the 
largest customer is part of the same group and the others do not 
individually account for more than [ ] per cent of sales. The merging parties 
also submitted that customers can switch with ease.  
 

63. One third party suggested that buyer power depends on the type of 
supplier you are purchasing from, namely whether it is a family owned 
business (in which case it is easier to negotiate), or a global company such 
as the merging parties. 
 

64. In any event, as the Transaction does not give rise to competition concerns 
over unilateral effects in the supply of primary aggregates in the relevant 
catchment areas in Northern Ireland, there is no need for the OFT to reach 
a firm conclusion regarding countervailing buyer power. 

 
Supply of dense aggregate concrete blocks 
 
65. The merging parties submitted that they overlap in the supply of dense 

concrete blocks, for which they have an estimated combined share of 
supply of [20-30] per cent in 2011 in Northern Ireland. They noted that 
competitors include C E Stevenson ([10-20] per cent), Colinwell Concrete 
([five-10] per cent), J Barrett & Sons ([five-10] per cent), W J McCormick 
([five-10] per cent), McGarrity Bros. ([five-10] per cent), Stoneyford 
Concrete ([five-10] per cent), Roadmix ([five-10] per cent) as well as a 
number of smaller ones. 
 

66. The OFT has not received any evidence to suggest that the merging parties 
are close competitors in the supply of dense concrete blocks. In addition, 
no third parties have clearly identified any horizontal concerns with respect 
to the Transaction on the supply of dense aggregate concrete blocks. 
 

67. Given that the shares of supply are not high, there are a number of 
competitors which will continue to exercise a competitive constraint on the 
merged entity as well as the lack of identifiable third party concerns with 
respect to dense aggregate concrete blocks, the OFT considers that the 
Transaction will not give the merged entity the ability to increase price or 
worsen non-price aspects of the competitive offering post-merger. The OFT 
is therefore of the view that the Transaction does not give rise to a realistic 
prospect of a SLC in the supply of dense aggregate concrete blocks in 
Northern Ireland and, in turn, in the UK.  
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Barriers to entry and expansion 
 
68. The merging parties submitted that barriers to entry are not high. In 

particular, the cost of constructing an aggregate concrete block 
manufacturing operation is [less than £500,000], provided the land is 
already owned and assuming a concrete mixer is already present. This 
would take two months once planning permission is granted. Northstone 
submitted that expansion would cost in the region of [less than £100,000]. 
 

69. However, as the Transaction does not give rise to concerns over unilateral 
effects for the supply of dense aggregate concrete blocks in Northern 
Ireland, there is no need for the OFT to reach a firm conclusion regarding 
barriers to entry and expansion. 

 
Countervailing buyer power  
 
70. The merging parties submitted that countervailing buyer power would be 

an effective constraint noting that Northstone’s top five customers account 
for [ ] per cent of its total sales of aggregate concrete blocks. However, the 
largest customer is part of the same group and the others do not 
individually account for more than [ ] per cent of sales. The merging parties 
also submitted that customers can switch with ease.  
 

71. In any event, as the Transaction does not give rise to competition concerns 
over unilateral effects in the supply of dense aggregate concrete blocks in 
Northern Ireland, there is no need for the OFT to reach a firm conclusion 
regarding countervailing buyer power. 

 
Asphalt 
 
72. The merging parties submitted that RMC only operates one asphalt plant in 

Northern Ireland, in Mallusk. Within the relevant catchment area, the 
merging parties submitted that their combined share of supply by volume is 
[20-30] per cent (with a [0-five] per cent increment).  
 

73. The merging parties identified 11 other suppliers in the relevant frame of 
reference, namely Lagan (estimated [20-30] per cent share of supply),  
McQuillan ([10-20] per cent), F P McCann ([five-10] per cent), Gibson 
Banbridge ([five-10] per cent), McCormick ([five-10] per cent), Crozier 
([five-10] per cent), Miskelly ([five-10] per cent), Tarmac ([five-10] per 
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cent), Tullyraine ([0-five] per cent), Collen Bros Limited ([0-five] per cent) 
and P Fitzpatrick Asphalt Limited ([0-five] per cent). 
 

74. No third parties raised concerns with respect to horizontal effects of the 
Transaction on the supply of asphalt. One third party indicated that it has 
18 companies on its framework agreement.  
 

75. Given that the shares of supply are not high, the increment is small, there 
are a number of competitors which will continue to exercise a competitive 
constraint on the merged entity (including Lagan, which will remain larger 
than the merged entity) as well as the lack of third party concerns with 
respect to horizontal issues, the OFT considers that the Transaction will 
not give the merged entity the ability to increase price or worsen non-price 
aspects of the competitive offering post-merger. The OFT is therefore of 
the view that the Transaction does not give rise to a realistic prospect of a 
SLC in the supply of asphalt in the relevant catchment area in Northern 
Ireland and, in turn, in the UK.  

 
Barriers to entry and expansion 
 
76. The merging parties submitted that barriers to entry are not high. In 

particular, the cost of an asphalt production site at an existing quarry is 
[less than £3 million] for a new plant and it would cost [less than £2 
million] to acquire a second hand plant. 
 

77. A third party competitor noted that capital costs can be between £1 million 
and £2 million and that there are also other planning and regulatory 
conditions. 

 
78. However, as the Transaction does not give rise to concerns over unilateral 

effects for the supply of asphalt in the relevant catchment area in Northern 
Ireland, there is no need for the OFT to reach a firm conclusion regarding 
barriers to entry and expansion. 

 

VERTICAL ISSUES 
 
79. CRH is active in the supply of cement to RMX producers. In addition, as 

mentioned above, Farrans, a division of Northstone is active downstream in 
construction and is therefore a customer of RMX, primary aggregates and 
dense aggregate concrete blocks. As such, there is a potential vertical 
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relationship between (i) CRH and RMC Catherwood and (ii) RMC 
Catherwood and Farrans.  
 

80. Generally, the OFT will typically frame its analysis of non-horizontal 
mergers by reference to the following three questions:  

 
• Ability: Would the merged firm have the ability to harm rivals, for 

example through raising prices or refusing to supply them?  

• Incentive: Would it find it profitable to do so?  

• Effect: Would the effect of any action by the merged firm be sufficient 
to reduce competition in the affected market to the extent that, in the 
context of the market in question, it gives rise to an SLC?'14

 

  

81. Non-horizontal mergers can weaken a rival at the upstream or the 
downstream level, with the effect normally dependent upon where the 
merged parties have the strongest position. 
 

Customer foreclosure of cement manufacturers 
 
82. A few third parties raised concerns that post-merger RMC Catherwood 

would switch its purchases of cement from Lafarge [ ] to CRH resulting in 
Lafarge exiting from the Northern Ireland cement market as third parties 
noted that RMC Catherwood is Lafarge’s largest customer. However, 
Lafarge indicated that RMC Catherwood accounts for [ ] of its total 
production volume. Further, if RMC Catherwood switched its entire 
purchases, [ ] Lafarge would continue to seek to win volume from 
alternative sources, which implies that it has no intention of exiting the 
supply of cement in Northern Ireland. In addition, Lafarge did not raise any 
concerns with the Transaction. As a result, the OFT does not consider that 
the merging parties have the ability to foreclose Lafarge. 

 
Customer foreclosure of RMX, primary aggregates and dense concrete block 
manufacturers 
 
83. Northstone submitted that Farrans purchases all its RMX, aggregates and 

blocks from Northstone and therefore there will be no merger effect with 
respect to any potential vertical relationship between Farrans and RMX 
Catherwood arising from the Transaction [see end note 1]. 

14 Merger Assessment Guidelines, A joint publication of the Competition Commission and the 
Office of Fair Trading, OFT1254, September 2010, paragraphs 5.6.5 to 5.6.6.   
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84. The OFT also considered whether the Transaction could lead to foreclosure 

of primary aggregates suppliers given primary aggregates are used as an 
input to manufacture RMX, dense aggregate concrete blocks and asphalt. 
In particular, one third party competitor was concerned as it currently 
supplies aggregates to RMC Catherwood.  
 

85. However, the OFT is of the view that the merged entity would not have 
the ability to foreclose its primary aggregates competitors, given that no 
competition concerns were identified as a result of the Transaction on any 
of the relevant product scopes. In addition, the OFT notes that any merger 
effect would be limited given Northstone submitted that it entirely self-
supplies its aggregates [see end note 2] and RMC Catherwood also self-
supplies most of the aggregates it needs for its RMX, dense aggregate 
concrete blocks and asphalt production. The OFT therefore considers that 
even if RMC Catherwood’s non-captive purchases of aggregates were to be 
supplied by the merged entity, these would not be sufficient to foreclose a 
third party competitor. 
 

Input foreclosure of competitors in the construction industry 
 
86. Two third parties raised concerns that as a result of the Transaction, 

Northstone will increase prices for cement and RMX to construction firms 
who are competing with Northstone’s construction arm, Farrans. Given 
there is no change to the competitive position in the cement market, 
downstream competitors cannot be foreclosed as a result of the 
Transaction.  
 

87. With respect to the supply of RMX, as discussed under horizontal effects 
there are a number of alternative suppliers and the OFT has concluded that 
the Transaction will not give rise to a unilateral effect in any local market. 
Thus, the combined entity will not have the ability to foreclose downstream 
competitors.  

 
COORDINATION 
 
88. When assessing coordinated effects, the OFT will analyse the 

characteristics of the market that could be conducive to coordination. It 
will examine whether there is evidence that the firms in the market were 
coordinating pre-merger. If so, the OFT will examine whether the merger 
makes coordination more stable or effective, given the characteristics of 
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the market. If there is no evidence of pre-merger coordination, it will 
examine whether the merger makes it more likely that firms in the market 
will start to coordinate, given the characteristics of the market. All three of 
the following conditions must be satisfied for coordination to be possible: 
 
• Firms need to be able to reach and monitor the terms of coordination. 
• Coordination needs to be internally sustainable among the coordinating 

group—that is, firms have to find it in their individual interests to adhere 
to the coordinated outcome. 

• Coordination needs to be externally sustainable, in that there is little 
likelihood of coordination being undermined by competition from outside 
the coordinating group.15

 
 

89. The merging parties submitted that coordination is unlikely given the 
number of suppliers in Northern Ireland (including in the relevant local 
areas). In particular, large contracts are generally negotiated on a sale-by-
sale basis (pricing is opaque), there is market volatility (overall demand has 
fallen significantly in the last two years and many customers no longer 
exist) and there is asymmetry between competitors (there are national 
organisations and small family owned businesses).   
 

90. The OFT undertook an Aggregates market study and made a market 
investigation reference.16

 

 However, this did not include Northern Ireland 
within the scope of the reference. In particular, the OFT noted that: 

'Having considered all the comments and evidence provided to us, we 
consider that Great Britain and Northern Ireland are likely to be distinct 
geographic markets, and that the features identified above – in particular 
concentration and vertical integration – appear to be present to a greater 
extent in Great Britain than in Northern Ireland. On this basis we have 
decided not to include Northern Ireland in the scope of the reference. 
However, we have not come to a view as to whether Northern Ireland is a 
competitive market and may decide to look at this geographic market in 
more detail in the future'. 
 

15 See Merger Assessment Guidelines, A joint publication of the Competition Commission and 
the Office of Fair Trading, OFT1254, September 2010, paragraph 5.5.4. 
16 OFT1358 Aggregates - The OFT's reason for making a market investigation reference to the 
Competition Commission, January 2012. 
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91. The OFT understands, based on third party responses, that the market in 
Northern Ireland is characterised by a number of quarries and this will 
continue to be the case post-merger. The large number of competitors in 
most areas and the asymmetry in their supply volumes or capacity 
suggests that it may be difficult for the parties to reach a coordinated 
outcome. In addition, the majority of third party responses suggest that 
prices are determined on a per transaction basis, with discounts offered on 
list price, which indicates that monitoring coordination may be difficult.  
 

92. In addition, no third parties provided any evidence to suggest that there is 
coordination in any of the frames of reference on which the OFT conducted 
its assessment. The OFT is therefore of the view that there is no realistic 
prospect that the market characteristics for coordination are present in this 
case.  
 

THIRD PARTY VIEWS 
 
93. Third party comments have been taken into consideration and addressed 

above where relevant.  
 

94. Some third parties also raised concerns about the increase in the price of 
sand post-merger as Northstone is acquiring sand extraction rights (along 
with Shaftsbury Estate) within Lough Neagh. However, one third party 
indicated to the OFT that there are a number of other suppliers noting that 
seven have rights and listing Lagan, Emersons, PJ Walls as others it could 
turn to for supplies. The third party also confirmed that other suppliers 
would have sufficient capacity. 

 
95. Third parties also raised concerns that the two largest RMX suppliers were 

merging. However, the OFT has considered this under its assessment of 
horizontal effects. 
 

96. One third party indicated that it had concerns over the quality of 
aggregates going forward, if Northstone closed any quarries. However, as 
noted above, the OFT received evidence to suggest this was not the case 
(see paragraph 40). Another was concerned about how large the company 
would become. However, this is also addressed above under horizontal 
issues. 
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97. One third party noted that the Transaction could be beneficial given 
Northstone would invest, unlike RMC Catherwood; another that its services 
would be improved as Northstone would have a site nearer to its depots. 
 

 
ASSESSMENT 
 
98. The merging parties overlap in the supply of RMX, primary aggregates, 

dense aggregate concrete blocks and asphalt in Northern Ireland. The OFT 
considers that the share of supply test in section 23(3) of the Act is met 
since the merging parties’ combined share of supply in RMX in 2011 
exceeded 25 per cent within an eight- or 10-mile radius of RMC 
Catherwood’s plants in Belfast (Titanic), Newtownards, Mallusk, 
Ballymena, Strabane and Kilrea (table 1 above). The OFT also considers 
that these areas in aggregate constitute a substantial part of the UK. 
 

99. The OFT has assessed the impact of the Transaction on the supply of RMX 
(10-mile catchment area in rural areas and eight mile catchment area in 
urban areas), primary aggregates (30-mile catchment area), dense 
aggregate concrete blocks in Northern Ireland and asphalt (30-mile 
catchment area). 
 

100. With respect to the supply of RMX, the merging parties’ combined shares 
of supply are not high in any local area and there are also a number of 
competitors that will continue to constrain them in each relevant 
catchment area, generally each with spare capacity. In addition, the 
merging parties are not closer competitors than their shares of supply 
suggest. The OFT therefore concluded that the Transaction will not give 
the merged entity the ability to increase price or worsen non-price aspects 
of the competitive offering post-merger with respect to RMX. Given that 
the Transaction involves the largest two suppliers in Northern Ireland, the 
OFT also considered any Transaction effects on a wider geographic basis 
but concluded that there were sufficient certified suppliers spread across all 
of the relevant local geographic markets and evidence that independents 
compete for and win large contracts and are able to fulfil large single 
orders. 
 

101. With respect to the supply of primary aggregates, the shares of supply are 
not high, the increment is small in most areas, there are a number of 
competitors which will continue to exercise a competitive constraint on the 
merged entity and there is excess capacity such that the OFT considers 
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that the Transaction will not give the merged entity the ability to increase 
price or worsen non-price aspects of the competitive offering post-merger. 
 

102. With respect to the supply of dense aggregate concrete blocks, the 
combined shares of supply are not high and there are a number of 
competitors which will continue to exercise a competitive constraint on the 
merged entity. There were also no clearly identifiable third party concerns 
with respect to dense aggregate concrete blocks. The OFT therefore 
considers that the Transaction will not give the merged entity the ability to 
increase price or worsen non-price aspects of the competitive offering post-
merger with respect to dense aggregate concrete blocks. 
 

103. With respect to the supply of asphalt, the merging parties’ combined 
shares of supply are not high and the increment is small. There are also a 
number of competitors which will continue to exercise a competitive 
constraint on the merged entity and third parties did not raise any specific 
concerns with respect to horizontal issues for asphalt. The OFT therefore 
considers that the Transaction will not give the merged entity the ability to 
increase price or worsen non-price aspects of the competitive offering post-
merger. 
 

104. The OFT considered whether the Transaction could lead to customer 
foreclosure upstream with respect to cement producers and concluded that 
there would be no ability to do so. The OFT also considered whether it was 
possible to foreclose primary aggregate competitors and noted that the 
merged entity would not have a sufficient share of supply downstream to 
have the ability to do so. Finally, the OFT considered whether the merged 
entity could foreclose downstream construction companies but concluded 
that the merged firm would not have the ability for the same reasons given 
the Transaction does not give rise to any merger effect in cement and with 
respect to the supply of RMX to construction companies, the merged entity 
will not have the ability to foreclose, given the OFT has concluded that the 
Transaction will not give rise to a unilateral effect in any local RMX market.   
 

105. The OFT concluded that there is no realistic prospect that the market 
characteristics for coordination are present in this case, given the lack of 
evidence on this from third parties, that pricing does not appear to be 
transparent and there are a number of businesses in the supply of RMX, 
aggregates, dense aggregate concrete blocks and asphalt.  
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106. Consequently, the OFT does not believe that it is or may be the case that 
the merger may be expected to result in a substantial lessening of 
competition within a market or markets in the United Kingdom.  

 
DECISION 
 
107. This merger will therefore not be referred to the Competition Commission 

under section 33(1) of the Act. 
 
 
 
End note:  
 
1. Northstone has since submitted that it is possible that Farrans may acquire a 

small volume of materials from third parties. 
 

2. Northstone has since submitted that it has purchased a small volume of 
aggregates from third parties. 
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