
 

 

 
 

 
Completed acquisition by Stericycle, Inc of Ecowaste Southwest 
Limited 
 
ME/5036/11 
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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. Stericycle, Inc is a US-based company which provides medical waste 

services in North America. Its wholly-owned UK subsidiary, SRCL Limited 
('SRCL'), provides waste management, collection, processing and related 
services including training, audit provision to the medical and other sectors 
throughout England and Wales. 

 
2. Ecowaste Southwest Limited ('Ecowaste') provides waste management, 

collection, processing and related services including training to the medical 
and other sectors in the south west of England. It has a single alternative 
technology facility (capacity 3,650 tonnes) at Avonmouth, Bristol. Prior to 
its acquisition by SRCL, Ecowaste was a subsidiary of Ecowaste Group 
Limited. In the year to 31 July 2010, Ecowaste's UK turnover was £1.5 
million.  

 

TRANSACTION 
 

3. The transaction was completed on 27 January 2011 and involved the 
acquisition of the entire issued share capital of Ecowaste for a 
consideration of £[ ] million. The parties confirmed that no press release 
was made about the merger following completion of the acquisition and no 



 

 

publication was made about the acquisition in the national or relevant trade 
press, although Ecowaste's customers and suppliers were informed directly 
about the merger by letter in late January/early February 2011. 
 

4. The OFT therefore believes that, in line with its published guidance,1 
material facts about the transaction were not 'made public' such as to start 
the four month statutory clock under section 24 of the Act following the 
completion of the acquisition. Rather, notice of material facts about the 
transaction were given to the OFT by the parties on 27 May 2011 in 
response to its enquiry letter of 19 May 2011.  

 
5. The administrative deadline for the OFT to make a decision on this case is 

25 August 2011 and the statutory deadline is 27 September 2011.  
 

JURISDICTION 
 

6. As a result of the transaction SRCL and Ecowaste have ceased to be 
distinct. The parties have an estimated combined share of supply of [20-
30] per cent of the overall clinical waste treatment measured by capacity in 
Great Britain (GB). Therefore the share of supply test in section 23(4) of 
the Enterprise Act 2002 (the Act) is met. As a result, the OFT believes that 
it is or may be the case that this transaction has resulted in the creation of 
a relevant merger situation.   

 

RATIONALE FOR MERGER 
 
7. The parties consider the acquisition of the Ecowaste business will give it a 

location from which it can compete for customers in the South West, 
giving it easy access to the M5 motorway.  
 

MARKET DEFINITION 
 
Background  
 

8. The industry has been subject to two previous investigations.2 

                                         
1 OFT – Mergers – jurisdictional and procedural guidance (OFT527), paragraph 3.45. 
2 Competition Commission (CC) 'A report into the completed acquisition of Sterile Technologies 
Group Ltd by Stericycle International LLC' 12 December 2006 (the CC Report). OFT Decision 



 

 

 
9. In 2006, the OFT referred the completed acquisition of Sterile Technologies 

Group Limited (STG) by Stericycle International LLC to the Competition 
Commission (CC). The CC reported in 2006, requiring divestment of sites 
in Redditch, Salford, and Wrexham.  

 
10. In 2008, the OFT investigated SRCL's acquisition of Cliniserve Holdings 

Limited (Cliniserve) and accepted the divestment of Cliniserve's 
Littlehampton treatment plant as undertakings in lieu of reference to the 
CC. In its investigation, the OFT largely followed the substance of the CC’s 
approach in its 2006 report.  

 
Relevant markets  
 
11. The parties overlap in the collection, processing and disposal of healthcare 

waste in the south west of England. Ecowaste’s facility is located at 
Avonmouth, Bristol; SRCL has facilities at Frome, Bridgend and 
Bournemouth.  

 
12. The healthcare risk waste industry encompasses the provision of collection, 

transport, treatment and disposal services for healthcare risk waste. In 
general terms, this includes waste such as syringes ('sharps'), dressings, 
some pharmaceutical products, blood products and anatomical waste. It 
also includes low-level radioactive waste produced in the healthcare 
system. Healthcare waste may or may not require treatment prior to 
disposal. 

 
13. There are two basic types of treatment technology for healthcare risk 

waste: high-temperature treatment (HT) and alternative technology (AT) 
treatment. Within each of these two treatment categories there are a 
number of different processes. Regulatory requirements specify the 
minimum level of treatment for healthcare risk waste. All healthcare risk 
waste must, at a minimum, be subject to AT treatment, while for some 
healthcare risk waste HT treatment, or incineration, is required. Healthcare 
risk waste that is identified as suitable for AT treatment may also be 
treated at HT facilities. 

 

                                                                                                                             
ME/3847/08: 'Anticipated acquisition by SRCL Ltd of Cliniserve Holdings Ltd' 21 November 
2008. 



 

 

a) HT treatment encompasses conventional oxidation-type incinerators, 
which burn waste materials at temperatures in excess of 850°C. 

 
b) AT treatment covers a variety of methods for rendering healthcare risk 

waste safe prior to final disposal, including dry heat augers,3 steam 
augers,4 autoclaves,5 microwaves,6 chemical treatment systems,7 and 
irradiation systems.8 

 
14. Producers of healthcare risk waste include the constituent parts of the NHS 

(Acute (or hospital) Trusts, Primary Care Trusts, Community Trusts and so 
on), the private healthcare sector, public and private nursing homes, 
dentists, veterinary clinics and pharmaceutical companies. Much smaller 
volumes of healthcare risk waste, along with other healthcare risk waste, 
may arise from first aid and wash rooms in a diverse range of other 
locations including work, retail and hospitality premises. 

 
15. The parties estimated that the total volume of healthcare risk waste 

produced in GB in 2010 was 178,739 tonnes,9 14,471 tonnes of which 
was generated in the South West. The parties explained that waste 
producers are required by law (The Waste Regulations 2011) to consider 
the hierarchy of waste management options. The hierarchy sets out, in 
order of priority, the waste management options that a waste producer 
must consider. It places more emphasis on waste prevention, and then 
requires producers to consider preparing waste for reuse, then 
opportunities for recycling, before options for recovery such as energy 
recovery and once all these other options have been explored, disposal. For 
healthcare waste producers this means they must segregate their waste 
into the different types of waste and dispose of each type of waste using 

                                         
3 These use gas or electricity to heat a process fluid, such as oil, which is circulated around the 
healthcare risk waste (including the walls of the chamber through which the waste is passed). 
The heat deactivates pathogenic micro-organisms, most of which are rapidly inactivated at 60°C 
to 80°C. 
4 This is another form of heat-based treatment in which steam is injected directly into the waste 
as well as being used to heat the walls of the treatment chamber. 
5 These also use steam but, in addition, the pressure in the treatment chamber is increased 
during the treatment process. When the temperature and pressure have reached the required 
conditions, the waste is held for a specified period prior to being discharged. 
6 These use microwave energy to generate heat that is used to treat the healthcare risk waste. 
7 These use disinfectants, such as sodium hypochlorite and chlorine to treat the waste. This 
method does not use heat. 
8 These use gamma radiation to render safe healthcare risk waste but can only be used for small 
quantities. 



 

 

the appropriate method rather than simply using the most economic means 
of disposal. 

 
16. Producers of healthcare risk waste purchase an integrated collection, 

treatment and disposal service together with ancillary services, such as 
staff training, often at a single price that covers all of these services. The 
CC considered that there are two approaches to examining the boundaries 
of healthcare risk waste markets. One approach is to examine these 
markets on an integrated collection and treatment basis; the other is to 
examine the constituent parts separately. The reason the CC considered 
that an integrated approach is possible is because producers of healthcare 
risk waste do not separately purchase collection and treatment services but 
purchase an integrated package.10 From a demand-side perspective, the 
service supplied is an integrated one, even if the actual treatment is 
subsequently carried out by a different provider to the collector. 

17. The CC determined that there were differences in large quantity generator 
(LQG) and small quantity generator (SQG) customers, including the size of 
vehicle used to collect waste, the firm’s ability to demonstrate to 
customers that it had sufficient treatment capacity (either provided by the 
firm collecting the healthcare risk waste or a third party under contract), 
and procurement of such contracts by healthcare risk waste producers. The 
CC noted that providers of LQG waste collection might more easily offer 
services to SQG customers than SQG providers would be able to offer 
services to LQG customers. 

 

                                                                                                                             
9 The CC estimated in 2006 that approximately 200,000 tonnes of healthcare risk waste was 
produced annually in the UK. 
10 CC Report, paragraph 4.2. 



 

 

Product scope 
 
Waste treatment 
 
18. As explained above, there are two basic types of treatment for healthcare 

risk waste, that is AT treatment and HT treatment. Regulatory 
requirements mean that certain healthcare risk waste must be treated by 
HT incinerators, while other healthcare risk waste may be treated at either 
AT or HT treatment plants. As such, in functional terms, HT treatment 
provides a constraint on AT treatment but not necessarily vice versa 
(depending on the type of waste being treated). In terms of pricing, the 
parties submitted that in 2010 the average cost of HT treatment at its sites 
was £[ ] compared with an average cost of £[ ] per tonne for AT treatment. 
The OFT was unable to clarify precisely the reasons for the relative change 
in prices in AT treatment and HT treatment since the CC report in 200611 
although the parties indicated that the relative transport and landfill costs 
associated with waste treated at an AT facility have increased, whilst 
reliability and efficiency of HT facilities have also increased. 

 
19. The OFT has not considered 'AT treatment facilities' as a separate frame of 

reference given that HT treatment can be substituted for AT treatment for 
all waste.12 Rather, in light of the above evidence, the OFT considered it 
appropriate to adopt the approach to product market definition for 
treatment used in previous investigations, that is, a product market for 
treatment services for healthcare risk waste that is suitable for AT 
treatment and which may be treated at either HT or AT treatment plants. 
 

Waste collection 
 
20. Consistent with previous investigations, the OFT's market enquiries 

revealed that customers are typically characterised as SQGs or LQGs 
according to their volume of waste production. The different relative sizes 
of these customers means they have different collection requirements, 
which result in differing business models for the servicing of these two 

                                         
11 The CC noted that the cost of incineration (in 2006) was approximately £600 per tonne while 
AT treatment was approximately £350 per tonne. 
12 The Ecowaste treatment at Avonmouth is an AT facility, as is SRCL's facilities at Frome and 
Bridgend. The SRCL facility at Bournemouth is an HT facility. The OFT notes that if AT 
treatment facilities were to be examined separately, this would serve to increase the level of 
concern because the main overlapping facilities of the parties in this case are all AT. 



 

 

different customer groups. However, the OFT also received evidence to 
indicate that smaller customers are joining with others, for example a local 
hospital, to improve their bargaining power.  

 
21. The parties submitted that in the south west of England, SRCL provides 

collection services for both LQG and SQG producers while Ecowaste was 
primarily focused on the provision of collection services to SQG producers 
– although it also provided waste collection services to some customers 
that were regarded as LQGs including one acute trust and one private 
hospital.13  

 
22. Although the distinction between LQG and SQG may be lessening, the OFT 

remains of the view that the approach adopted in previous investigations 
remains an appropriate framework for the analysis of collection services in 
the present case; that is, product markets for collection services for 
healthcare risk waste and other healthcare waste provided to LQG 
customers, and separately, to SQG customers. 

 
Conclusion on product scope 
 
23. The OFT has assessed the merger on the following basis: 

 
a) collection services for healthcare risk waste and other healthcare waste 

provided to LQG  
 

b) collection services for healthcare risk waste and other healthcare waste 
provided to SQG, and 

 
c) treatment services for healthcare risk waste that is suitable for AT 

treatment and which may be treated at either an HT or an AT treatment 
plant.  
 

24. In assessing the competitive effects of the merger, the OFT has only 
sought to distinguish between LQG and SQG customers where relevant.  

 
 
 

                                         
13 The parties originally confirmed that the Ecowaste facility served [ ] LQG customers (see 
parties' email of 5 July 2011). 



 

 

Geographic scope 
 
Waste treatment 

 
25. The CC concluded that the geographic market for treatment services was 

best described as a series of customer-centred markets with a radius of 
100 miles.14 The CC noted that this may represent an upper limit and that 
the true distance may be less than this, particularly for waste suitable for 
AT treatment.15 The OFT also commented in its 2008 decision that 
evidence cast doubt on the proposition that treatment facilities in the south 
of England and Wales are constrained by facilities as far as 100 miles away 
and, in particular, by rival plants in the Midlands and/or the north of 
England or Scotland. This is consistent with evidence relating to 
Ecowaste's facility at Avonmouth whose current customer base appears to 
be much more localised; an estimated [ ] per cent of Ecowaste’s customer 
sites are located within 10 miles of the Avonmouth facility, [ ] per cent are 
less than 20 miles and no customer site is located more than 50 miles from 
the facility.  

 
26. The parties calculated that 80 per cent of customer sites served by SRCL's 

Frome facility are within 63 miles of the facility and 80 per cent of 
customer sites are within 55 miles of its Bournemouth facility. However, 
the parties do not agree that the market is below 100 miles and question 
the basis for departing from the approach which has been used in previous 
investigations. In response to this, the OFT notes that 100 miles has 
hitherto represented an upper limit. In line with its published guidance,16 
the OFT considers that it is appropriate to assess this merger on a 
geographic scope of up to 63 miles around the Ecowaste facility (referred 
to in this decision as the wider area around Bristol), as this represents the 
maximum boundary by which the large majority (80 per cent) of 
Ecowaste’s and SRCL's17 facilities' customers are located.  

 
27. However, the 63 mile boundary only represents a starting point on which 

to assess the merger. The OFT considers that this is a conservative starting 
point and notes that the boundary includes a competitor, SITA/Polkacrest 

                                         
14 The OFT has adopted the CC approach of using concentric circles to define the geographic 
scope in this case.  
15 CC Report, paragraph 4.46. 
16 See OFT/CC Merger Assessment Guidelines (OFT1254) paragraph 5.2.25. 
17 Based on Frome, SRCL's nearest facility to Ecowaste's at Avonmouth 



 

 

at 62 miles but excludes SRCL's facility at Bournemouth at 65 miles. The 
OFT has therefore gone on to consider the closeness of competition 
between the two parties' facilities and whether this indicates that the 
geographic location of a treatment facility is a key determinant of 
competition and hence whether competition is more localised. The OFT has 
also had regard to the degree of constraint that facilities located up to 100 
miles from the Ecowaste facility at Avonmouth have on the merged entity. 

 
Healthcare waste collection 
 

28. In light of the fact that LQG customers source healthcare risk waste 
solutions on an integrated basis, it follows that the relevant geographic 
dimension for collection will likely closely correlate with that for treatment. 
This is consistent with the CC Report and is supported by comments from 
one third party who indicated that some customers consider the distance 
over which waste needs to be transported as part of its overall 
environmental policy when appointing a contract.  

 
29. For SQG customers the CC noted that the collection of SQG waste 

involves large numbers of separate customers, or collection points, each 
with small waste volumes. This may give rise to significant economies of 
density as a result of being able to collect waste from a large number of 
SQG customers closely located to each other. These economies of density 
may contribute to a smaller geographical market for collection services for 
SQG customers than for LQG customers, but the CC did not seek to define 
the geographic limits of this market separately as it did not consider that it 
would affect their analysis of the competitive effects of the merger. 

 
30. The parties provided information on the number of LQG and SQG 

customers served from SRCL's facilities at Bournemouth and Frome and 
the Ecowaste facility at Avonmouth. The information indicates that 
Bournemouth services a higher proportion of LQG customers ([ ] per cent) 
than either the Frome ([ ] per cent) or Ecowaste ([ ] per cent) facility. 
Despite the parties' arguments that Ecowaste was focused on supplying 
SQG rather than LQG customers, the OFT notes that the Ecowaste facility 
services a similar proportion of LQG customers as SRCL's facility at Frome. 
The OFT also notes that third party contracts with independent collection 
companies account for [ ] per cent of revenues at the Ecowaste AT facility. 
The comparable figure for SRCL's AT facility at Frome is less than [ ] per 
cent and for SRCL's HT facility at Bournemouth, the figure is [ ] per cent. 



 

 

 
31. The evidence therefore indicates that Ecowaste's customers are more 

localised than those of SRCLand it has a higher proportion of third party 
customers than SRCL. Ecowaste has a similar proportion of LQG customers 
as SRCL's AT facility at Frome, although this is less than SRCL's 
Bournemouth facility.  

 
32. Based on the evidence available, the OFT considers that the geographic 

scope for waste collection from SQG customers may be smaller than that 
for waste treatment. This is in line with findings from previous 
investigations. However, rather than seeking to define the geographic limits 
for waste collection, the OFT has initially assessed the merger on the basis 
of a geographic scope of 63 miles for waste collection. Similarly, as with 
waste treatment, the OFT considers that 63 miles is a conservative starting 
point and has gone on to consider the closeness of competition between 
the parties and hence whether competition is more localised. 

 

HORIZONTAL ISSUES 
 

33. The OFT has assessed the competitive effects of the merger at the 
treatment and collection levels simultaneously because both merging 
parties are vertically integrated, many customers obtain healthcare risk 
waste services on an integrated basis, and no specific horizontal concerns 
were raised in isolation in relation to collection. Vertical concerns are 
addressed below.  

 

Market shares 
 
34. The parties estimate that on a GB basis, the merged entity has a [20-30] 

per cent share of supply of healthcare risk waste treatment capacity (with 
an increment of [zero-five] per cent). However, the OFT notes that one 
competitor commented that the parties' national share may be higher at 
50-60 per cent. The OFT’s investigation has not considered in any detail 
the level of competition at the national level but instead focused its 
competitive assessment at a local level.  

 



 

 

35. The table below lists those AT and HT facilities that are located in the 
wider area around Bristol including their shares of supply based on 
permitted capacity and estimated utilisation.18  
 
 
 

Operator's 
Name 

Location 

Distance 
from 

Ecowaste's 
Avonmouth 

Facility19 

Type of 
Facility 

Permitted 
Capacity 

(in 
Tonnes) 

Share of 
Supply of 
permitted 
capacity 

Per cent 

Estimated 
Utilisation 

(in 
Tonnes) 

Share of 
Supply of 
estimated 
utilisation 

Per cent 

Ecowaste 
Bristol, 

Avonmouth 
n/a AT 3,650 8.8 [ ] [ ] 

Ethos 
Recycling 

Bristol, 
Avonmouth 

1 mile HT 8,000 19.3 [ ] [ ] 

SRCL Frome 26 miles AT 11,000 26.6 [ ] [ ] 

SRCL Bridgend 38 miles AT 8,760 21.2 [ ] [ ] 

Health 
Protection 
Agency20 

Porton 
Down, 

Salisbury 
50 miles HT 312 n/a [ ] [ ] 

SITA 
Polkacrest 

Redditch 62 miles HT 10,000 24.1 [ ] [ ] 

   

Total  

(excluding 
HPA) 

41,410 100.0 [ ] 100.0 

 

Source: the Parties (2009/2010 figures) 

 

36. The parties have an estimated share of supply of [50-60] per cent of 
permitted capacity at all facilities within the wider area around Bristol, with 
an increment of [five-10] per cent. Alternatively, in terms of utilised 
capacity, which excludes the Ethos Recycling facility as it is not 

                                         
18 The SITA (formerly Polkacrest) AT facility at Kemble is currently operating as a waste transfer 
site only. 
19 Calculated by Google Earth as the crow flies and not drive times.  
20 The OFT has been informed that the HT site operated by the Health Protection Agency at 
Salisbury is purely for own use and does not undertake any third party processing. It has not 
therefore been included in the share of supply estimates. 



 

 

operational, the parties have an estimated share of supply of [50-60] per 
cent, with an increment of [zero-five] per cent.  

 
37. Within the wider area around Bristol, SRCL has two AT plants at Frome and 

Bridgend. Within this area, the only competitors to the merged entity are 
Ethos Recycling at Avonmouth, which is not currently operational (see 
paragraph 55 below), and SITA Polkacrest at Redditch, which is 62 miles 
from the Ecowaste facility at Avonmouth.  

 
38. The table below lists all suppliers located within a 100 mile radius of the 

Ecowaste facility at Avonmouth including their capacities and utilisation 
levels. The OFT later obtained updated figures on some of these utilisation 
levels from the Environment Agency, however these did not change the 
analysis materially. 
 



 

 

Operator's Name Location 

Distance from 
Ecowaste's 
Avonmouth 

Facility21 

Type of 
Facility 

Permitted 
Capacity (in 

Tonnes) 

Estimated 
Utilisation 

Per cent 

Ecowaste Bristol, Avonmouth n/a AT 3,650 [ ] 

Ethos Recycling Bristol, Avonmouth 1 mile HT 8,000 [ ] 

SRCL Frome 26 miles AT 11,000 [ ] 

SRCL Bridgend 38 miles AT 8,760 [ ] 

Health Protection 
Agency22 

Porton Down, Salisbury 50 miles HT 312 [ ] 

SITA Polkacrest Redditch 62 miles HT 10,000 [ ] 

SRCL Bournemouth 65 miles HT 8,000 [ ] 

Tradebe Fawley, Southampton 73 miles HT 4,500 [ ] 

Veolia Tysley, Birmingham 74 miles HT [ ] [ ] 

Tradebe 
Yardley Green, 

Birmingham 
76 miles AT 15,330 [ ] 

The Royal 
Wolverhampton, 
Hospitals NHS 

Trust23 

New Cross Hospital, 
Wolverhampton 

79 miles HT 2,500 [ ] 

Grundon Maidenhead 80 miles AT 22,776 [ ] 

SRCL 
Four Ashes, 

Wolverhampton 
83 miles AT 8,760 [ ] 

Grundon Colnbrook, Slough 94 miles HT 10,000 [ ] 

DEFRA24 Weybridge, Surrey 96 miles HT 5,200 [ ] 

SRCL Hillingdon, Uxbridge 96 miles HT 8,000 [ ] 

Viridor Derriford, Plymouth 98 miles HT 4,270 [ ] 

 
Source: the Parties (2009/2010 figures) 

 
 
39. Just beyond the wider area around Bristol, SRCL has an HT plant at 

Bournemouth with two further sites at Wolverhampton and Uxbridge. Other 

                                         
21 Calculated by Google Earth as the crow flies and not drive times.  
22 The OFT has been informed that the HT site operated by the Health Protection Agency at 
Salisbury is purely for own use and does not undertake any third party processing. It has not 
therefore been included in the share of supply estimates. 
23 The NHS hospital does not undertake any third party processing.  
24 The DEFRA site does not undertake any third party processing 



 

 

competitors between 70-80 miles of the Ecowaste facility include Tradebe, 
with sites at Southampton and Birmingham, and Veolia, which also has a 
site at Birmingham. At a distance further than 80 miles from the Ecowaste 
facility is Grundon, which has two sites at Maidenhead and Slough, and 
Viridor, which has a facility in Plymouth in the south west of England. 

 
40. Despite the merger representing only a reasonably small increment to 

SRCL's share of capacity, the concentrated nature of the market in the 
wider area around Bristol (and further afield, particularly when considering 
the South West and south Wales) and SRCL's leading position within these 
areas means that this increment may be problematic and warrants further 
examination.  

 
Closeness of competition 
 
Operation of the Ecowaste facility at the time of the acquisition 

 
41. The parties submitted that, had SRCL not acquired Ecowaste, then it is 

likely that Ecowaste would have exited the healthcare waste market. SRCL 
stated that they were not aware of any other potential bidders for the AT 
facility which they submitted required substantial investment25 to make it 
functional and more reliable than it had been hitherto. As a result, the 
parties argue that the Ecowaste facility represented an unattractive 
proposition for any party to acquire on a standalone basis.  

 
42. However, the parties provided no evidence in support of this view. They 

confirmed that, although the parent company (Ecowaste Group Limited) 
was in financial difficulties, the Ecowaste facility was, in fact, profitable. 
Also, the OFT was told during the course of its investigation by HES that it 
had expressed an interest in acquiring the Ecowaste facility. Based on this 
evidence, the OFT has not considered further any counterfactual argument 
that Ecowaste represented a 'failing firm' and hence would have exited the 
market absent its acquisition by SRCL.26 The OFT accepts that, as a result 
of Ecowaste Group Limited's financial position, it may be that, absent the 
acquisition by SRCL, the Ecowaste facility would have been sold to a 

                                         
25 SRCL clarified that it spent approximately £[ ] on the Ecowaste facility to make it operational 
following the acquisition.  
26 See paragraph 4.3.10 of the OFT/CC Merger Assessment Guidelines (OFT1254) for the 
criteria that need to be satisfied for the OFT to accept an exiting (or failing) firm argument. 



 

 

different operator. However, in this scenario, the facility would have 
continued to be used to treat waste in competition with SRCL.  

 
43. The parties submit that at the time of the acquisition of Ecowaste by 

SRCL, the Ecowaste facility was not operational and had only been 
operational sporadically in the previous four months and that it was 
therefore only a very limited competitive constraint on SRCL. Currently, the 
facility is operating at [ ] per cent capacity and had been operating at [ ] 
per cent capacity in 2009. In relation to this point, whilst the site may not 
have been operational at the time of the acquisition by SRCL, the OFT 
understands that it is not unusual for plants to break down and notes that 
the Ecowaste facility continued to hold the appropriate licence to process 
healthcare risk waste and, as evidenced since the acquisition, is capable of 
processing such waste. Furthermore, the parties confirmed that although 
they spent £[ ] to make the plant operational, as little as £[ ] might have 
been sufficient in order to enable the plant to begin functioning again. On 
this basis, the OFT considers that little if any weight can be attached to the 
temporary interruption at the Ecowaste plant at the end of 2010. 
 

44. On this basis, the OFT considers that the Ecowaste facility represented a 
competitive constraint on SRCL and had the potential to represent a greater 
constraint. Third parties commented that they considered SRCL and 
Ecowaste to be close and viable competitors. For example, the OFT 
understands that PHS, a collection only company, negotiated a contract 
with Ecowaste for the treatment of waste as an alternative to treating the 
waste at a SRCL site under its national contract. The OFT has therefore 
gone on to consider whether the parties competed for the same customers.  

 
The parties competed for the same contracts 

45. SRCL submitted that the parties were not close competitors as Ecowaste 
was primarily focused on the provision of collection services to SQG 
producers, which accounted for over [ ] per cent of its customers. 
However, the OFT notes that Ecowaste was providing waste collection 
services to LQG customers including one acute trust and one private 
hospital.27 The OFT notes that although the number may be relatively few, 
Ecowaste had a similar split (in terms of proportion of customers) between 
large and small customers to that of SRCL's facility at Frome, that is, LQG 

                                         
27 SRCL submitted that as the annual tonnage of the private hospital is [ ] tonnes, it should be 
considered a SQG customer and not a LQG customer. 



 

 

customers accounted for [ ] to [ ] per cent of all customers. SRCL also 
confirmed that, save for its maximum permitted treatment capacity, there 
were no capacity constraints on the Ecowaste facility preventing it from 
competing for LQG customers  

 
46. The parties provided data for all SQG and LQG contracts bid for by SRCL 

and Ecowaste in the South West in the past five years.28 Of the 24 
contracts awarded, SRCL won 16, Ecowaste won four, Peake (GB) Ltd 
won one and PHS, a 'collection only' competitor won three. The OFT notes 
that PHS used the Ecowaste plant for treatment of waste. The parties 
submit that this bidding data shows that Ecowaste was unsuccessful in 
bidding for contracts with an annual tonnage requirement exceeding 500 
tonnes. Further, the parties noted that Ecowaste only had one vehicle 
capable of taking large quantities of waste, the AT facility had a capacity 
limit of 10 tonnes per day and Ecowaste had no track record of dealing 
with such large quantities of waste.  

 
47. The parties also submitted that by, early 2010, Ecowaste had stopped 

bidding for healthcare waste contracts as it did not believe that, as a result 
of the financial difficulties of Ecowaste Group Limited, it would satisfy the 
financial standing requirements requested by purchasers of healthcare 
waste services. The parties submit that Ecowaste did not represent a 
competitive constraint on SRCL at the time of the merger as it was no 
longer bidding for healthcare waste contracts.  
 

48. The OFT notes that the bidding data confirms that the parties had 
competed historically. While the parties submit that Ecowaste was no 
longer active in the bidding market, no evidence was provided in support of 
this.29 In addition, contrary to the parties submissions, third parties 
contacted by the OFT during the course of the investigation did not provide 
any indication that they no longer regarded Ecowaste as a future bidder. 
The parties cited one LQG customer as having concerns that Ecowaste 
would not be able to service a contract of its size. However, the same 
customer raised concerns about the merger and stated that, following 
SRCL's acquisitions of Cliniserve and Ecowaste there is now a limited 
number of bidders able to cope with large quantities of clinical waste in its 

                                         
28 The parties provided examples of contract prices by Ecowaste and SRCL to customers but did 
not provide the supporting evidence to enable a robust analysis to be undertaken. 



 

 

area. Market enquiries in the present case have corroborated findings in 
previous investigations regarding customers' preferences for facilities to be 
located as close as possible to them. Therefore, based on the evidence 
available to date, the OFT considers that the bidding data provided by the 
parties indicates that Ecowaste did act as a competitive constraint on 
SRCL, for both large and small customers.  

 
Healthcare waste services in Wales  

49. The OFT also considered the extent to which Ecowaste was a constraint 
on SRCL's AT plant at Bridgend in Wales. The parties confirmed that the 
large majority, if not all, NHS Trusts are serviced by SRCL as part of a 
single contract covering all Wales (the 'All Wales Consortium' (AWC) 
contract).30 The parties submitted that Ecowaste did not bid for the AWC 
contract and that it could not credibly have bid for it due to its size. Bidders 
for the AWC contract included Polkacrest (now SITA/Polkacrest at 
Redditch), Biffa, PHS, Medical Waste Solutions and Compact Power (now 
Ethos Recycling).  
 

50. The parties submitted that there was no overlap between SRCL and 
Ecowaste in the market for the collection and/or disposal of healthcare 
waste in Wales, as Ecowaste held no contracts for either the collection or 
the disposal of healthcare waste from customers located in Wales. 
Furthermore, Ecowaste did not bid for any contracts relating to healthcare 
waste in Wales – its focus was very much on the South West. SRCL 
regards PHS, OCS (Cannon Hygiene) and Initial Medical Services as its 
main competitors for SQG contracts in the Cardiff area.  

 
51. However, the parties also confirmed that Biffa and Initial Medical Services 

(IMS) who currently collect healthcare risk from Wales, transport it to 
Ecowaste's facility for treatment, albeit in low quantities. Due to the 
location of the Ecowaste facility at Avonmouth, the OFT considers that it 
represents some competitive constraint on SRCL's Bridgend facility either 
in potentially bidding for contracts in the South Wales area or in providing 
treatment facilities to third party waste collectors.  

 
                                                                                                                             
29 The OFT considers that Board minutes or similar documents would exist in order to record 
such a significant business decision. 



 

 

Conclusion on closeness of competition 

52.  On the basis of the information provided by the parties, together with third 
party views, the OFT considers that the parties are close competitors in the 
collection, processing and disposal of healthcare risk waste, in particular 
for SQG customers, but also for LQG customers in the wider area around 
Bristol. 

 
Constraints from existing competitors 
 
53. In light of the potential for the merger to remove a significant degree of 

competition between the two parties, the OFT's investigation focused on 
establishing whether the remaining competitive constraints in the market 
and the potential for successful new entry will be sufficient to prevent a 
substantial lessening of competition in the collection, processing and 
disposal of healthcare risk waste to LQG and SQG customers based in the 
wider area around Bristol.  

 
54. With reference to the tables above, the OFT considers that existing 

competitors in terms of treatment offer limited constraint on SRCL. Within 
the wider area around Bristol, the OFT has identified two plausible 
competitors to the parties – Ethos Recycling at Avonmouth and 
SITA/Polkacrest at Redditch.  

 
The Ethos Recycling HT facility at Avonmouth 

55. The OFT notes that the Ethos Recycling plant at Avonmouth is currently 
not operational. A third party indicated that the owners of the plant were 
experiencing financial difficulties and that the plant had been closed and 
the staff had been made redundant. The OFT has been unable to confirm 
the accuracy of this information despite several attempts to contact the 
site owners directly.  
 

56. The parties submitted that owners of the Ethos Recycling facility at 
Avonmouth are currently looking for a partner willing to utilise the facility 
and understand that [ ] parties have expressed an interest in using the 
facility. The parties therefore submit that the facility represents an easy 

                                                                                                                             
30 The contract was awarded in 2005. SRCL uses its Bridgend facility to treat the waste from 
South Wales and has entered into a third party contract with SITA/Polacrest for it to treat waste 
from North Wales at its Wrexham facility.  



 

 

and relatively low cost means of acquiring access to a large capacity 
disposal plant in the Bristol area. 

 

57. The OFT has not received or been able to obtain any evidence to support 
the parties' view. The OFT has no way of knowing if and when the Ethos 
Recycling plant will become operational again. Given the reference test, the 
OFT therefore is not able to consider the plant as an active competitor but 
notes the possibility that it could become operational in the short term. In 
this respect, the OFT notes that the Ethos Recycling facility is an HT 
facility and whilst HT facilities can be used to treat healthcare waste 
identified for AT treatment, it also notes the parties' comment that waste 
producers are required to audit their waste and dispose of it using the most 
appropriate method. As a result, the Ethos facility may represent a less 
strong competitor than would another AT facility (although the OFT also 
acknowledges the geographic proximity of the Ethos Recycling plant to the 
Ecowaste facility in Avonmouth). As a result, the OFT does not consider 
that, even if the Ethos facility were operational, it is clear that it would in 
any event provide a sufficient competitive constraint to allay concerns over 
unilateral effects resulting from the merger. This is without prejudice to the 
fact that, in reality, the OFT does not have information on the identify of 
any potential owner, such a potential owner's strategy in relation to the 
Ethos Recycling plant, details of its cost streams and so forth.  
 

The SITA/Polkacrest HT facility at Redditch 

58. The OFT notes that the SITA/Polkacrest site at Redditch is operating at [ ] 
per cent capacity and confirmed that it does not currently accept third 
party collected waste at this facility. 

 
59. SITA confirmed that it can compete for business in the South West, but it 

is at a disadvantage in terms of travelling time and associated costs with 
transporting the waste back to its Redditch facility. If prices to customers 
in the Bristol and surrounding area rose by 5-10 per cent, then SITA's bids 
would be more competitive but it noted that they would still be at a 
competitive disadvantage as they would be transporting waste further than 
their competitors for final disposal.  
 

60. The parties responded by stating that whilst fuel costs have risen over 
recent years, treatment costs for incineration have fallen. However, the 
OFT notes that treatment costs are an absolute cost affecting all service 



 

 

providers whereas the transport costs are relative to where waste can be 
treated.  

 
61. SITA operated a waste transfer site at Kemble, which was used to bulk up 

waste and transport it to one of its other facilities for treatment. This site 
was closed when it lost a key contract. SITA commented that this way of 
dealing with clinical waste is not ideal. Therefore in relation to clinical 
waste, it appears to be important that operators have access to a 
treatment site close to customers. This was confirmed during the OFT’s 
investigation with at least one customer considering the distance over 
which waste needs to be transported as part of its overall environmental 
policy when appointing a contract.  
 

62. The OFT considers that the SITA/Polkacrest facility does not currently 
provide a sufficient competitive constraint to allay unilateral effects 
concerns resulting from the merger.  

 
Collection only competitors and use of transfer sites 

63. The parties submitted that a healthcare risk waste service provider does 
not need to have its own treatment/disposal facility in order to be an 
effective and credible competitor. For example, the parties identify PHS and 
Canon Hygiene as strong competitors, although they do not own a 
treatment or disposal facility. They go on to state that there is plenty of 
spare treatment/disposal capacity both in the South West and within 76 
miles of Avonmouth. Therefore, a service provider wishing to expand into 
the Bristol area could readily do so utilising third party treatment/disposal at 
one or more of the facilities with spare capacity.  

 
64.  If the boundary around the Ecowaste facility is expanded to 76 miles, the 

Tradebe sites at Southampton (HT facility) and Birmingham (AT facility) are 
included, together with the Veolia site at Birmingham (HT facility). All these 
sites have sufficient capacity to accept waste from third party collection 
companies.31 Tradebe confirmed that, as part of its national contract with 
Initial Medical Services (IMS), it is contracted to collect from IMS's transfer 
station in the Bristol area. However, it was noted that this service is 
operated at a loss as part of a wider national contract and added that they 

                                         
31 Tradebe Southampton is operating at [ ] per cent capacity; Tradebe Birmingham is operating at 
[ ] per cent capacity and Veolia Birmingham is operating at [ ] per cent capacity.  



 

 

do not undertake any business in the South West as they cannot compete 
on price.  
 

65. Veolia confirmed that it does not currently operate a commercial clinical 
collection operation in the UK. Its only involvement in clinical waste 
collections comes from either local authority contracts or from general 
waste collection contracts from hospitals which include an element of 
clinical waste as well.32 Veolia’s facility in Birmingham receives waste 
predominately from the Midlands and the North with very little waste 
coming from the South West. Further, Veolia does not currently bid for 
collection contracts and if they did so in future, their focus would be on 
contracts in the Midlands rather than the South West.  
 

66. The parties submitted that a number of competitors – Viridor, 
SITA/Polkercrest, Biffa - were seeking or had recently received planning 
permission to operate a waste transfer station in or around the Bristol area. 
However, the parties were not able to provide any supporting evidence that 
any sites would enable lower bids for clinical waste contracts. In light of 
the comments received from SITA and Tradebe with regard to the use of 
transfer stations for clinical waste and the costs of transport, the OFT is 
not persuaded that service providers – either 'collection only' companies or 
owners of treatment plants using transfer stations – would provide a 
sufficient competitive constraint on the parties to prevent a substantial 
lessening of competition.  

 

67. The OFT therefore considers that there is not sufficient evidence to indicate 
that 'collection' only companies could effectively compete with the parties 
for contracts in and around the Bristol area. The possible exception to this 
is PHS, that benefits from a national contract with SRCL, however, the 
OFT notes that PHS itself previously used the Ecowaste facility to treat 
waste and will therefore itself be affected by the merger. 
 

                                         
32 These customers are not considered to be the same as third party 'collection only' companies 
such as PHS and Canon Hygiene. 



 

 

Competitors based outside the 63 mile boundary 

68. The OFT also considered whether extending the boundary would identify 
sufficient competitive constraints in order to change the OFT's view. To 
establish whether treatment facilities located more than 63 miles away 
provide an adequate competitive constraint to prevent a price increase, the 
OFT contacted competitors, with treatment facilities in the South West and 
the Midlands. 

 
69. However, evidence provided by third parties indicates that an additional 20 

miles distance between the collection and treatment sites could equate to a 
cost increase of six per cent. Given that pre-merger the closest competitor 
to Ecowaste's facility at Avonmouth was SRCL's facility 26 miles away at 
Frome, and the current closest competitor is now the SITA/Polkacrest site 
62 miles away at Redditch, the merger has potentially added significant 
distance to the transport required by the nearest competitor and means 
that most competitors, particularly those further than the wider area around 
Bristol, are unlikely to be competitive at pre-merger prices.  

 

70. The OFT considers that competitors based outside the wider area around 
Bristol are unlikely, as a result of the additional transport costs, to act as a 
strong competitive constraint on SRCL in this area. This is consistent with 
third party concerns raised in relation to the merger.  
 

Conclusion on constraints from existing competitors 

71. Given the uncertainty as to the ability of other players in the market to 
provide a sufficient competitive constraint, the OFT considers that the 
acquisition of the Ecowaste facility at Avonmouth by SRCL will remove an 
important competitive constraint on the market leader. The OFT notes that 
annual contracts that 'collection only' companies have with SRCL and 
others provide a mechanism by which these collection firms can compete 
nationally. However, without a treatment facility in or around Bristol to 
service the wider area around Bristol, or access to one, service providers 
will be at a competitive disadvantage as customers prefer a provider that 
does. The investigation has revealed that the geographic location of a 
treatment facility is a key dimension of competition and, on this basis, the 
SRCL facility at Frome and the Ecowaste facility at Avonmouth are 
considered to be close competitors.  

 



 

 

72. On the basis of the above evidence, the OFT considers that the merger 
gives rise to a realistic prospect of a substantial lessening of competition in 
the collection, processing and disposal of healthcare waste in the wider 
area around Bristol, in the absence of other countervailing factors such as 
barriers to entry and buyer power (discussed below).  

 

BARRIERS TO ENTRY AND EXPANSION 
 

73. When assessing barriers to entry and expansion, the OFT will consider 
whether entry and expansion is (i) timely, (ii) likely, and (iii) sufficient.33 In 
terms of timeliness, the guidance suggests that the OFT will look for entry 
to occur within two years.  

 
Waste treatment  

 
74. The parties provided estimates for new entry and expansion of treatment 

facilities. The parties estimated that the capital costs associated with 
building a new AT facility are in the region of £[0.5-1.5] million. 
Approximately 12 months would be required to obtain the necessary 
permits for such a facility and an additional £[50-150,000] would need to 
be provided to ensure site compliance with drainage/security obligations.  

 
75. SRCL understands that the HT plant operated by Ethos Recycling in Bristol 

is intended to be upgraded and possibly expanded/replaced once Ethos 
Recycling identifies a long term partner interested in utilising the facility. As 
mentioned above (see paragraph 57 above), the OFT is unable to determine 
the level of competitive constraint the Ethos Recycling facility would place 
on the parties even if were to come on stream.  

 
76. Whilst the parties submit that the Ethos Recycling facility represents a 

route of entry for an interested party wishing to have its own integrated 
healthcare risk waste treatment facility in the South West, the fact that 
there is spare capacity at a number of facilities in and around the South 
West, the past poor performance of this site, and the period it has been 
inoperable for (over a year according to some sources) may act to 
discourage any new entry in treatment facilities at the Ethos Recycling site 
at the current time. Further, the parties anticipate that guidance produced 
by the Department of Health and Environment will lead to a reduction in the 

                                         
33 See OFT/CC Merger Assessment Guidelines (OFT1254), paragraph 5.8.3. 



 

 

amount of healthcare risk waste requiring treatment and/or incineration. 
The OFT notes that this might also act as a disincentive to new entry into 
treatment facilities. No potential entrants, other than Ethos Recycling, were 
identified during the investigation. 

 
77. Finally, the OFT notes that it is not clear that even if the Ethos Recycling 

plant were reactivated, this entry would in itself be sufficient to prevent 
the OFT from finding concerns. The merger would still result in significant 
concentration in the treatment capacity available in the wider area around 
Bristol. 

 
Waste collection 

 
78. The parties submit that, due to the excess capacity of treatment facilities 

in the South West and elsewhere in GB, new entry into collection services 
is relatively easy. A new entrant would need to have collection facilities 
and access to a third party healthcare risk waste treatment facility in order 
to be able to bid credibly for a healthcare waste management contract.  

 
79. Overall the barriers to collection appear small relative to the barriers for 

treatment given the lower capital, regulatory, and scale requirements, and 
there are certain collectors (including PHS, Cannon and IMS) active in the 
area at the moment. However, low barriers to entry are dependent on a 
'collection only' company having access to a treatment facility on 
competitive terms. As set out below, there are vertical concerns linked to 
SRCL's market power in healthcare risk waste treatment facilities in the 
South West, particularly in the wider area around Bristol.  

 
80. The OFT has not been able to identify a potential entrant to the market – 

either at the treatment or collection level - whose entry would be likely, 
timely and sufficient that would replace the competitive constraint lost by 
Ecowaste. 

 
NON-HORIZONTAL ISSUES - VERTICAL ISSUES 
 
81. During the investigation, several third parties raised concerns that 

competitors offering a 'collection only' service could be foreclosed by SRCL 
raising the cost of treatment to them and preventing them offering 
competitive prices for their own integrated service. The OFT has therefore 



 

 

considered if the parties have the potential to foreclose competing 
'collection only' healthcare waste companies. Specifically, the OFT has 
considered whether the merger allows the parties to raise the cost of 
processing healthcare risk waste to third parties, making it more costly to 
obtain these services absent the merger, such that the parties are able 
profitably to raise prices to end-users.  

 
82. In assessing the likelihood of such a foreclosure strategy resulting from the 

merger, the OFT considers in turn the ability of the parties to harm rivals, 
for example by raising prices or refusing to supply them; the incentive to 
engage in such a strategy; and the effect on rivals of such action to assess 
whether the foreclosure strategy would have an effect on competition in 
the market.34 

 
83. In terms of ability, the parties have a significant share of supply of AT and 

HT treatment facilities in the wider area around Bristol. At a more local 
level, one third party commented that the merger puts all healthcare risk 
waste disposal plants in the Bristol area under the control of SRCL. For 
those customers with a strong preference for facilities to be located as 
close as possible to them, the evidence indicates that SRCL would have the 
ability to foreclose 'collection only' firms from effectively competing for 
clinical waste contracts in the wider area around Bristol. 

 
84. The parties confirmed that in 2010 Ecowaste provided healthcare risk 

waste treatment services to Biffa, Initial Medical Services, PHS Waste 
Management and SITA UK, amongst others. These third party contracts 
account for [ ] per cent of Ecowaste’s revenues; the comparable figure at 
SRCL's Frome facility is less than [ ] per cent. 

 
85. The extent to which the parties may have an incentive to foreclose is 

determined by the trade off between those profits lost in the provision of 
treatment facilities to third parties as a result of raising prices for this 
service and the profits gained for offering an integrated service won as a 
result of rivals being less competitive. During the investigation, third parties 
commented that given an increase in the cost of treatment of healthcare 
risk waste, it will be difficult for them to compete in the collection market 
and hence the business will be lost to the merging parties. The OFT 
considers that, on the basis that these concerns are satisfied, the parties 

                                         
34 See OFT/CC Merger Assessment Guidelines (OFT1254), section 5.6 



 

 

would gain in foreclosing 'collection only' competitors. Although the OFT 
requested margin data from the parties it was provided in a form that did 
not allow the OFT to undertake any detailed analysis. However, the fact 
that SRCL provides relatively little third party treatment, and collectors 
have complained about access may suggest that SRCL would have the 
incentive to foreclose. 

 
86. In response, SRCL confirmed that it had entered into a national contract 

with PHS for the provision of treatment/disposal facilities for healthcare risk 
waste and is currently bidding for a similar contract with Canon. As a 
result, these 'collection only' competitors should not be foreclosed from 
bidding for contracts in Bristol and the South West as they will benefit 
from a [ ] price. In addition, SRCL identifies Ethos Recycling as looking for 
a 'collection only' partner to utilise its facility at Avonmouth and argues 
that this would provide an alternative source of treatment/disposal services 
for 'collection only' customers operating in and around the Bristol area. 
However, as mentioned above (see paragraph 57 above), the OFT has been 
unable to ascertain whether Ethos Recycling will be operational in the short 
term or the level of the competitive constraint it may have on SRCL in the 
local area.  

 
87. The OFT notes the existence of the national contracts with 'collection only' 

companies and, although these may provide some competitive constraint 
on SRCL, these contracts are with a limited number of competitors. 
Therefore, the OFT considers that the evidence available to it, on balance, 
points to the parties potentially having the ability and incentive to foreclose 
rivals downstream.  

 
88. In terms of the effects of such a foreclosure strategy downstream, possible 

supply-side responses have been discussed above and countervailing buyer 
power is discussed below. On the basis of the OFT's current understanding 
of the limited strength of these constraints on any potential input 
foreclosure strategy, the OFT believes that the merger gives rise to a 
realistic prospect of a substantial lessening of competition as a result of 
foreclosure of competing collection services in the wider area around 
Bristol.  

 



 

 

BUYER POWER 
 

89. Generally, contracts are negotiated as a single contract for the collection 
and treatment of waste. Thus, the end customer may not know all the 
contracts where Ecowaste is involved in treating the waste. 

 
90. The parties submit that as well as an increasing trend in total waste 

management contracts (which are typically bid for by larger national 
providers of waste management services), the NHS is increasingly 
outsourcing all support services to facilities management companies such 
as Carillion, Serco and Interserve – who then procure, as principal 
contractor, a range of services including waste disposal. The parties argue 
that such organisations are sophisticated purchasers of services and have 
considerable buyer power when it comes to negotiating contracts with sub-
contractors. 

  
91. Some LQG customers considered that they do have some negotiating 

strength. However, it was also noted by some third parties that with the 
reduction in the number of clinical waste companies, their negotiating 
strength will be weaker. The parties submitted as evidence of buyer power 
that the [ ] has demanded a reduction in the incineration rate charged by 
Ecowaste on the extension of the existing contract from £[ ] per tonne to 
£[ ] per tonne.  

 
92. The parties also submitted that [ ], a facilities management company that 

provides services (including healthcare waste services) to several UK 
Specialist Hospital Sites has successfully negotiated an [ ] per cent with 
Ecowaste in May 2011. Similarly, [ ] successfully negotiated a [ ] per cent 
reduction in the price for healthcare risk waste treatment/disposal services, 
and a [ ] per cent reduction in the price of healthcare risk waste requiring 
incineration, for its annual contract with SRCL. In addition, the parties 
submitted that [ ] which is currently tendering for a national contract for 
the treatment/disposal of healthcare risk waste, has requested a [ ] per 
cent reduction in prices from SRCL [ ].  
 

93. The OFT notes that these examples relate to national contracts rather than 
locally based 'collection only' companies. The OFT also notes that SRCL's 
sites at Frome and Bournemouth have relatively few third party 'collection 
only' customers compared to Ecowaste. Therefore, overall, the OFT 



 

 

considers that there is limited evidence of buyer power either by 'collection 
only' companies or end customers.  

 

THIRD PARTY VIEWS 
 

94. The OFT received comments from end customers and competitors including 
'collection only' firms. Of the end customers, approximately half expressed 
concerns regarding the merger, including that prices to treat healthcare 
waste will increase as there will not be many viable alternative providers 
left in the marketplace to tender for contracts. One LQG customer 
expressed concerns regarding the consolidation in the sector resulting in 
reduced choice of service providers. Similar concerns regarding reduced 
choice were expressed by SQG customers. A further concern related to 
whether the lack of competition could discourage new and existing service 
providers from entering the market with new ideas of working or new 
technologies. 

 
95. Competitors also expressed concerns regarding the merger. One competitor 

considers that the acquisition will allow SRCL to have coverage in the 
south west of England where it did not have it before and will allow SRCL 
to charge higher prices to its third party customers and allow its own 
collection business to undercut others. Another third party commented that 
SRCL, with its significant resources is capable of sustaining very 
competitive, otherwise unsustainable, rates until competition falls by the 
wayside.  

 
96. Overall, third parties expressed concerns regarding the merger. No 

competitor considered that they could effectively compete on cost with 
SRCL when servicing contracts in the wider area around Bristol.  

 
ASSESSMENT 
 

97. The parties overlap in the collection, processing and disposal of healthcare 
waste in the wider area around Bristol. SRCL has a share of supply of [50-
60] per cent of the capacity of AT/HT facilities within 63 miles of the 
Ecowaste facility at Avonmouth (with an increment of [5-10] per cent). 
Alternatively, SRCL's share of supply of utilised capacity, (which excludes 
the Ethos recycling facility as it is not operational) is [50-60] per cent, with 
an increment of [zero-five] per cent. The available evidence suggests that 



 

 

the parties' facilities are considered to be close competitors in the wider 
area around Bristol and the merger will result in the removal of Ecowaste as 
the closest active competitor to SRCL. 

 
98. The only other potential competitor in the Bristol area is Ethos Recycling, 

although the plant is currently not operating and has, on the information 
available to the OFT, not been active for some time. Despite numerous 
enquiries, the OFT has not been able to ascertain whether the plant will 
become operational in the short-term nor the extent to which it would act 
as a competitive constraint on the parties in the event it was operational. 
 

99. The OFT considers there will be limited competition from other treatment 
facilities in the Bristol and surrounding areas, with the main active 
competitor, SITA/Polkacrest located 62 miles from the Ecowaste facility, at 
Redditch. The OFT notes that SITA’s Redditch plant is operating at [ ] per 
cent capacity and does not currently accept waste for treatment from third 
parties.  

 
100. Evidence suggests that transport costs determine the distance over which 

a firm can effectively compete for a contract; even a contract 20 miles 
further away from a treatment site could involve a rise in cost for the 
bidder. As a result, treatment plants located beyond the wider area around 
Bristol are not considered to represent a strong competitive constraint on 
the merged entity.  

 
101. The OFT considered whether collection only firms could provide a sufficient 

competitive constraint on the merged entity. While some of these firms, for 
example PHS and Canon Hygiene, have national contracts with owners of 
treatment plants, the OFT was not persuaded that there was a sufficient 
competitive constraint on the parties to prevent a substantial lessening of 
competition finding.  

 
102. Moreover, 'collection only' firms require access to treatment facilities in 

order to compete effectively in collection. Third parties also raised concerns 
in relation to SRCL being able to foreclose ‘collection only’ firms from 
competing for contracts in the wider area around Bristol, given that post-
merger it would control the majority of treatment capacity that is currently 
operational in that area. The OFT believes that the transaction gives rise to 
a realistic prospect of a substantial lessening of competition as a result of 



 

 

foreclosure of competing collection services in the wider area around 
Bristol.  

 
103. Consequently, 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, that is 
the collection, processing and disposal of healthcare risk waste in the wider 
area around Bristol. 

 

EXCEPTIONS TO THE DUTY TO REFER 

104. The OFT may exceptionally decide not to refer a merger to the CC if it 
believes that the market(s) to which the duty to refer applies are not of 
sufficient importance to justify a reference. By precluding a CC reference, 
use of this provision has the same effect as an exemption that clears the 
merger unconditionally. Its purpose is to avoid references being made 
where the costs involved would be disproportionate.35 

 
105. The OFT has stated in its guidance that it will consider the markets of 

insufficient importance exception where the aggregate annual UK value of 
the market(s) concerned is below £10 million.  
 

106. The OFT has found a realistic prospect of a substantial lessening of 
competition in relation to the collection, processing and disposal of 
healthcare risk waste in the wider area around Bristol. The OFT has 
considered whether it should apply the 'de minimis' exception to the duty 
to refer to this case.  

 
Availability of undertakings in lieu 
 
107. The OFT's policy, for the reasons set out in full in its guidance, is not to 

apply the 'de minimis' exception where clear-cut undertakings in lieu of 
reference could be offered by the parties to resolve the competition 
concerns identified.36 In this case, the only structural remedy open to SRCL 
to address the competition concerns raised would be the divestment of the 
Ecowaste AT facility at Avonmouth, in effect a prohibition of the 

                                         
35 Mergers - Exceptions to the duty to refer and undertakings in lieu of reference guidance 
(OFT1122). 
36 Ibid, paragraph 2.21. 



 

 

transaction. The OFT  does not include prohibition of the transaction when 
considering whether an 'in principle' undertaking in lieu is available.37 On 
the basis that the OFT believes there is no clear-cut and proportionate 
divestiture package in principle available, the OFT has proceeded to 
examine whether to exercise its 'de minimis' exception in this case.  

 
Application of the markets of insufficient importance exception to this case  
 
108. The OFT has considered the factors that it looks at it determining whether 

it should apply its 'de minimis' discretion, including the size of the market, 
the strength of the OFT's concerns, the magnitude of competition lost by 
the merger and any precedential implications of the merger, including 
deterrence.  

 
109. There is some uncertainty regarding the precise size of the UK market due 

to the difficulties in accurately identifying those customers that are 
potentially subject to the adverse effects of the substantial lessening of 
competition identified. However, on the basis of a geographic scope of the 
wider area around Bristol, the OFT considers that the market value will be 
significantly above £3 million, but may be below £10 million. Although the 
OFT would expect to be confident about the size of the market in any case 
in which it decided to apply its 'de minimis' discretion, the OFT has 
proceeded to examine whether, in any event, this case is a suitable 
candidate for application of the exception.  

 
110. In this respect, the OFT considers that its belief in the likelihood of a 

substantial lessening of competition is at the 'is the case' standard (that is, 
greater than 50 per cent likelihood). In terms of magnitude of competition 
lost, it believes that the parties are at present each other's closest 
competitors with the nearest fully operational plant (SITA/Polkacrest) 63 
miles away, and a significantly lesser competitive constraint. Such a 
reduction in competition would normally be expected to give rise to the 
prospect of significant price rises and would tend to weigh against the 
exercise of 'de minimis' discretion. In terms of duration of any harm, the 
future of the Ethos Recycling facility at Avonmouth remains unclear. While 
the parties consider that the Ethos facility will become operational in the 
short term, the OFT has been unable to confirm this and therefore has not 
been able to consider the degree of constraint that the Ethos facility could 
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place on the merged parties in future. Therefore, on a cautious basis, the 
OFT has to consider that, in the absence of evidence of entry or expansion, 
the duration of harm is expected to continue and will weigh against 
exercising the 'de minimis' discretion.  

 
111. Finally, with regard to the wider implications of a decision in this case, the 

OFT notes that consolidation is reasonably frequent in relation to waste 
treatment and collection,38 and on this basis a decision to apply the 'de 
minimis' exception in this case could have a significant impact on the 
sector in terms of whether future anti-competitive transactions are 
pursued.39   

 
Conclusion on exceptions to the duty to refer 
 

112. The OFT considers that the total impact of the merger in terms of customer 
harm is likely to be significant in this case, and that the costs associated 
with a CC inquiry would be proportionate in comparison. For the reasons 
given above, including the uncertainty as to the appropriate market size 
relevant in this case, the OFT does not consider it appropriate to exercise 
its 'de minimis' discretion in this case.  

 

UNDERTAKINGS IN LIEU  
 
113. Where the duty to make a reference under section 22(1) of the Act applies, 

pursuant to section 73(2) of the Act the OFT may, instead of making such 
a reference, and for the purpose of remedying, mitigating or preventing the 
substantial lessening of competition concerned or any adverse effect which 
has or may have resulted from it or may be expected to result from it, 
accept from such of the parties concerned undertakings as it considers 
appropriate. 

 
114. As explained in the OFT’s guidance,40 in order to accept undertakings in 

lieu of reference, the OFT must be confident that all the potential 
competition concerns that have been identified in its investigation would be 

                                         
38 Indeed SRCL has been subject to two previous investigations by the OFT; one resulting in a 
reference to the CC and the other resulting in undertakings in lieu of reference. 
39 Ibid, para 2.40. 
40 Mergers - 'Exceptions to the duty to refer and undertakings in lieu of reference guidance' 
(OFT1122). 



 

 

resolved by means of the undertakings in lieu without the need for further 
investigation. The need for confidence reflects the fact that, once 
undertakings in lieu have been accepted, this is final in terms of the OFT's 
ability to refer, as section 74(1) of the Act precludes a reference after that 
point.  

 
115. Undertakings in lieu of reference are therefore appropriate only where the 

remedies proposed to address any competition concerns raised by the 
merger are clear cut. Furthermore, those remedies must be capable of 
ready implementation.41  

 
116. The parties offered a package of behavioural undertakings on a 'without 

prejudice' basis. The package included an access remedy which would be 
subject to a price control, effective for a period of three years and 
comprised the following main elements: 

 
i) to continue to provide healthcare waste treatment services to third 

party customers at the Ecowaste Avonmouth site up to a maximum of 
[ ] per cent of the permitted treatment capacity 
 

ii) to continue to provide healthcare waste treatment services to third 
party customers at SRCL's Bridgend site up to a maximum of [ ] per 
cent of the permitted treatment capacity 
 

iii) to continue to provide healthcare waste treatment services to third 
party customers at SRCL's Frome site up to a maximum of [ ] per cent 
of the permitted treatment capacity and 
 

iv) to continue to provide healthcare waste treatment services to third 
party customers at SRCL's Bournemouth site up to a maximum of [ ] 
per cent of the permitted treatment capacity. 

 
117. While the OFT welcomes the willingness of the parties to put forward 

remedies, it does not consider that the remedies proposed in this case are 
capable of operating in a clear cut way to remedy the competition concerns 
arising from the merger for a number of reasons.  

 

                                         
41 Ibid, paragraph 5.8. 



 

 

118. The remedy would not replicate the existing constraint that Ecowaste 
placed on SRCL. This is because the remedy is split across four separate 
facilities and hence would not provide the necessary scale to provide the 
required competitive constraint on SRCL. The remedy offer relates to 
access to capacity at SRCL's treatment facilities but not to any contracts 
currently using these facilities and therefore it is questionable whether the 
remedy would be successful. Finally, the remedy offered is for a period of 
three years, representing only a short term remedy. The OFT notes that 
many customer contracts are for a minimum of three years with the option 
of extending for a further two years. It is therefore unclear whether this 
remedy would allow competitors, particularly collection only companies, 
effectively to compete against SRCL to win contracts.  

 
119. For practical reasons, the OFT considered that as a behavioural undertaking 

it would be difficult to monitor and hence is not considered appropriate as 
a phase one remedy.42  

 
120. Having examined the undertakings offered in this case, the OFT believes 

that they would not act in a clear cut manner to remedy or prevent the 
adverse competition effects identified and therefore the duty to refer 
remains.  

 

DECISION 

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

section 22(1) of the Act. 
 
 
ENDNOTE 
 

1. With reference to footnote 18, SITA confirmed that the site at Kemble 
has closed. This clarification does not impact on the OFT's conclusions in 
this case. 
 

2. With reference to footnote 23, the hospital clarified that it does undertake 
some third party processing. This clarification does not impact on the 
OFT's conclusions in this case.  

                                         
42 Ibid, paragraph 5.41. 


