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Anticipated acquisition by Meggitt plc of K&F Industries Holdings Inc 
 
The OFT’s decision on reference under section 33(1) given on 13 June 2007. 
Full text of decision published 21 June 2007. 
 

 
Please note that the square brackets indicate figures or text which have been 
deleted or replaced with a range at the request of the parties for reasons of 
commercial confidentiality. 
 

PARTIES 
 
1. Meggitt plc (Meggitt) designs and manufactures precision engineered 

components and systems for the aerospace and defence industry.1 Meggitt 
has a wholly-owned subsidiary, Dunlop Aerospace Limited (Dunlop),2 which 
designs and manufactures carbon composite and steel brakes, braking 
systems and lightweight alloy wheels for the aerospace industry, covering 
both civil and military aircraft, and provides maintenance and repair 
services. Meggitt is headquartered in Bournemouth, UK. 

 
2. K&F Industries Holdings Inc (K&F) is a supplier of original equipment and 

aftermarket parts and services for the aerospace and defence industries. It 
is mainly active, through Aircraft Braking Systems Corporation (ABSC)3,4 in 
the manufacture and supply of aircraft wheels, carbon and steel brakes and 
brake control systems for civil and military aircraft, and the provision of 
maintenance and repair services. ABSC accounts for the bulk of K&F’s 
sales and is based in Ohio, USA. In the year ended 31 December 2006, 
K&F had a turnover of around £190 million, of which £5.9 million was 
generated in the UK. 

                                         
1 This incorporates a wide range of components, including sensors, avionics, air data systems, 

ignition, brakes and wheels, anti-skid systems and ammunition-handling. 
2 Meggitt acquired Dunlop in August 2004. 
3 K&F has another division, Engineered Fabric Corporation (EFC) based in Georgia, USA, which is 

a supplier of flexible bladder fuel tanks and other specialised aviation equipment for the 
aerospace and transport industries. 

4 ASBC acquired Nasco Aircraft Brake Inc (Nasco) on 1 April 2006. Nasco is now a wholly 
owned subsidiary of ABSC and is a supplier of wheel and brake components for commercial 
and military aircraft. 
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TRANSACTION 
 
3. Meggitt proposes to acquire K&F through a wholly owned subsidiary of 

Meggitt, Meggitt USA Inc. The acquisition was announced on 6 March 
2007. Upon completion of the acquisition, K&F will become a wholly-owned 
subsidiary of Meggitt. Meggitt will pay approximately US$1.8 billion 
(approximately £900 million) in cash for K&F’s issued and to be issued share 
capital. 

4. The acquisition is conditional upon shareholder approval and competition 
clearance.  

 

JURISDICTION 
 
5. As a result of this transaction Meggitt and K&F will cease to be distinct. 

The share of supply test in section 23 of the Enterprise Act 2002 (the Act) 
is met in regard to the supply of wheels and brakes, and brake control 
systems, for military aircraft. The Office of Fair Trading (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.  

 
6. The acquisition has also been notified in the USA, Germany and Brazil. 
 

FRAME OF REFERENCE 
 

7. The parties overlap in the manufacture and supply of aircraft components 
(and in the supply of spare parts for these components) to aircraft 
manufacturers. In addition, the parties overlap in the provision of 
maintenance, repair and overhaul (MRO) services to aircraft operators.  

 
8. The parties submitted that their overlapping activities formed three distinct 

markets: (i) the supply of wheels and brakes, (ii) the supply of brake control 
systems, and (iii) the provision of MRO services. The parties did not 
consider that components supplied to civil and military aircraft, or to large 
and small aircraft constituted separate markets although they submitted 
that these may be considered segments of markets. Nor did the parties 
consider that the supply of spare parts constituted a separate market from 
(i) and (ii) above.  
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Product scope 
 
9. It may be the case that each individual type of component is its own 

product scope because of limited demand side substitution and the high 
degree of specialisation on the supply side.5 The OFT adopted this 
approach in Meggitt / Dunlop in 2004.6 The following discussion on the 
product frame of reference first considers the case for analysing the 
proposed merger on the basis of each component separately, and then the 
case for analysing the proposed merger on the basis of all components 
together. 

 
Individual components 
 

Wheels and brakes 
 
10. The OFT’s investigation revealed that aircraft manufacturers purchase 

wheels and brakes together, as a single system. The parties submitted that 
they are not aware of any examples where an aircraft manufacturer has 
sourced its wheels and brakes for a particular aircraft from different 
suppliers. Third parties confirmed this. This does not include nose wheels 
as these do not have their own brake assembly. However, the OFT does 
not believe on the basis of the evidence before it that nose wheels are 
supply side substitutes for other aircraft wheels which do require brake 
assemblies; the parties told the OFT that nose wheels do tend to be 
sourced from the same supplier as other wheels.  

 
11. Brakes can be classified as carbon, steel or e-brakes (electronic brakes). E-

brakes are a relatively new technology, as yet are not widely used and so, 
from a competition perspective, the OFT does not consider that they are 
important to this assessment and therefore they are not discussed any 
further. For steel and carbon brakes, the parties provided evidence showing 
that from the demand side these brake types are broadly substitutable 
since both carbon and steel brakes are used in aircraft of similar types. 
Further, the same aircraft manufacturer will use both types of brake across 
its fleet of aircraft. Aircraft manufacturers choose between steel and 

                                         
5 For example, see EADS, Case No. COMP/M.1745, paragraph 24, in which the European 

Commission found each type of aerospace component could be regarded as a separate product 
market due to the very high degree of specialisation on both the demand and supply sides.  
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carbon brakes using factors such as price, weight and durability. On the 
supply side, the parties submitted that all of the major brake suppliers 
supply both steel and carbon brakes.  

 
Brake control systems 

 
12. On the basis of the evidence before it, the OFT believes that production 

processes for brake control systems are different from both wheels and 
brakes, and they are not necessarily manufactured by the same companies 
as wheels and brakes. This is supported by the parties and third parties. 
Evidence supplied by the parties and third parties also show that brake 
control systems are not purchased together with wheels and brakes. There 
is no demand side substitution between brake control systems and wheels 
and brakes, and the scope for supply side substitution is limited. Therefore, 
on the basis of the evidence before it the OFT considers that brake control 
systems are not in the same product frame of reference as either wheels or 
brakes.  

 
Spare parts 

 
13. As regards spare parts, the parties submitted that wheels and brakes are 

the largest maintenance cost to aircraft operators after engines. Therefore, 
operators look at the whole life cost (that is, the cost of acquiring and 
maintaining the aircraft) when purchasing it, as do aircraft manufacturers 
when purchasing components. What is more, on the basis of the evidence 
before the OFT, aircraft manufacturers seek to limit price rises on spare 
parts in their contracts with suppliers. One third party aircraft manufacturer 
told the OFT that it has guarantees on spare part prices in most of its 
contracts with suppliers. Others told the OFT that they take lifetime costs 
into account when negotiating the original contract to supply components. 
It is common for aircraft manufacturers to purchase spare parts from the 
component supplier who may not hold a MRO contract. The OFT has 
therefore considered spare parts to be in the same product frame of 
reference as the components supplied to the aircraft manufacturer.7 

 

                                                                                                                             
6 OFT decision given on 7 December 2004 on the Completed acquisition by Meggitt plc of the 

design and manufacturing business of Dunlop Standard Aerospace Group Limited from funds 
managed and advised by Doughty Hanson & Co. 

7 This is in line with the European Commission’s finding in the EADS case.  
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MRO services 
 
14. MRO services are essentially a labour and expertise service. MRO providers 

obtain spare parts either from the aircraft manufacturer (who has obtained 
them from the component supplier) or from the component supplier 
directly, depending on how the aircraft manufacturer has structured its 
contracts with the components suppliers. The OFT is aware of a number of 
examples from the parties and third parties of MRO services being provided 
by the same firm that supplies the components as well as examples of 
MRO services being supplied by firms independent of the component 
supplier. MRO services constitute a distinct product scope. 

 
A narrower frame of reference? 
 
15. The OFT considered whether the product scope should not only take into 

account the type of product or service, but also the type of end customer. 
That is, whether the aircraft being manufactured is for civic or military use, 
or is large or small. 

 
Civil versus military aircraft 

 
16. On the question of segmenting along the lines of civil and military aircraft 

the parties told the OFT that usual production plant and equipment can 
produce the vast majority of wheels, brakes and brake control systems for 
both civil and military customers. The technology involved is identical or 
very similar, and so supply side substitution is easy and timely. Further, all 
the major suppliers supply to both the civil and military sectors, indicating 
that supply side substitution is easy and quick. This is supported by third 
party comments to the OFT. 

 
Size of the aircraft 

 
17. With regard to the size of the aircraft, the parties submitted that the same 

technology, production plant and equipment are used for components for 
both large and small aircraft, so that supply to all aircraft sizes can be 
considered as being in the same product frame of reference.8 The OFT’s 
investigation found that some major component suppliers supply wheels, 
brakes and brake control systems to both manufacturers of large and small 

                                         
8 Within the industry, smaller aircraft tend to be classified as either business or regional. 
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aircraft; others supply one segment (large aircraft or small) but not the 
other. No third party supplier thought that the frame of reference should be 
segmented by the size of the aircraft. Even those who currently do not 
supply to all size categories told the OFT that they thought supply side 
substitution was possible.  

 
18. Some third parties said that the size of aircraft is relevant (implying that 

supplying to different sizes of aircraft may constitute separate product 
scopes) as the number of potential suppliers is different between large and 
small aircraft. One third party told the OFT that supplying wheels and 
brakes, and brake control systems for some aircraft types does not 
necessarily mean that that component supplier has the technical expertise 
to supply those components to all aircraft types. Because wheels and 
brakes, and brake control systems are designed with the aircraft weight in 
mind, the third party told the OFT that it was neither simple nor 
inexpensive for a supplier to change production for a small aircraft to a 
large one, or vice versa.  

 
19. A proven track record is also an important consideration. The OFT was told 

by two third parties that a component supplier with a strong reputation in 
supplying components for aircraft of a certain size and weight may have 
some advantage over another component supplier who has focussed on 
aircraft within a different size and weight category. 

 
Conclusion on the product frame of reference 
 
20. Given that wheels and brakes are purchased together, the OFT considers 

that whether it examines them together or separately will not make a 
material difference to the competitive assessment. Therefore, the OFT has 
not concluded on the product scope for wheels and brakes; the analysis in 
this case has been undertaken on the basis of wheels and brakes together.  

 
21. Brake control systems may be purchased at the same time as wheels and 

brakes but they do not form a part of the same supply agreement. Further, 
their production processes are different and involve different suppliers. The 
OFT therefore considers that brake control systems constitute a distinct 
product scope. 
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22. The OFT considers that spare parts for wheels and brakes, and brake 
control systems fall within the same product frame of reference as the 
supply of the original components. 

 
23. The provision of MRO services has been examined as a distinct product 

scope. 
 
24. Given that the technology involved in both civil and military applications for 

these components is identical or very similar and that supply side 
substitution is possible, whether the OFT assesses civil and military 
applications together or separately will not give rise to a difference in the 
competitive assessment. The OFT has therefore not concluded on whether 
to segment these frames of reference further by civil and military aircraft.  

 
25. While it is conceivable that the product scope for the supply of the 

components described above could be segmented according to the size of 
aircraft, the weight of the evidence before the OFT indicates that the 
appropriate product scope is all aircraft sizes together. However, although 
the OFT has primarily undertaken its analysis on the basis of all aircraft 
types and sizes together, it has adopted a cautious approach in relation to 
third party comments and examined aspects of the supply to large and 
small aircraft separately. 

 
Geographic scope 
 
Wheels and brakes; brake control systems 
 
26. The parties submitted that the geographic frame of reference for all 

components is global. This is consistent with a number of previous cases 
including Meggitt / Dunlop, Goodrich / TRW9 and EADS. All third parties 
agreed that the appropriate geographic frame of reference is global. The 
parties did not conclude on the geographic scope for the provision of MRO 
services.  

 
27. Many civil aircraft manufacturers are located outside of the UK, for 

example in the USA, France, Canada and Brazil. Therefore, many 
components manufactured within the UK are exported. This is common 
since aircraft manufacturers regularly purchase components from outside 

                                         
9 Goodrich / TRW Aeronautical Systems Group, Case No. COMP/M.2892. 
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the country of manufacture. For example, US-based component 
manufacturers supply to UK military customers.  

 
28. The OFT has adopted a global geographic frame of reference for wheels 

and brakes, and brake control systems respectively in this case.  
 
MRO services 
 
29. Third parties have told the OFT that they consider the geographic frame of 

reference for the provision of MRO services to be global. Two suppliers of 
MRO services have confirmed to the OFT that they provide MRO services 
in the UK despite being located outside the UK. 

 
30. The OFT therefore considers, in the context of this merger, that the 

provision of MRO services is global in geographic scope.  
 

HORIZONTAL ISSUES 
 

Shares of supply 
 
31. The OFT is not aware of any reliable central source of data on the sales of 

those aircraft components supplied by the parties, or on the provision of 
MRO services. The parties supplied the OFT with their estimates of the 
shares of supply (by revenue) of the major suppliers. These were placed in 
ranges, reflecting the imprecise nature of these estimates.10 All three 
frames of reference operate on the basis of suppliers competing for supply 
contracts, sometimes on a sole supply basis (common for business and 
regional aircraft) and sometimes on a dual supply basis (common for large 
aircraft), which suggests that shares of supply may fluctuate over time (as 
contracts are awarded or expire) and thus a snapshot of current shares is 
not necessarily a good indicator of market power. 

 
32. For wheels and brakes, the parties estimated that their combined global 

share of supply is around 20–30 per cent (although it could be up to [30–
40] per cent for military aircraft) with an increment of around 5–10 per 
cent. The parties submitted to the OFT that major competitors in the 

                                         
10 The OFT tried to confirm these shares of supply through information provided by the parties 

and third parties, however not all third parties responded. Nevertheless, the information 
supplied by the parties is consistent with the information provided by those third parties who 
did supply information. 
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supply of wheels and brakes are Goodrich Corporation (Goodrich) and 
Honeywell Inc (Honeywell) (each with an estimated share of supply of 
around 25–35 per cent), and Messier-Bugatti11 (Messier, 16–20 per cent). 

 
33. For brake control systems, the parties’ estimated combined share of supply 

was around [10–25] per cent globally (increment around [0-10] per cent). 
In this product scope the parties’ main (although not only) competitors are 
Messier and Crane Co, both holding an estimated share of supply of around 
30–45 per cent.  

 
34. MRO services are provided by four types of suppliers: 
 

• aircraft operators can self-provide (maintaining their own aircraft) 
• aircraft operators can provide MRO services to other aircraft operators 
• the component manufacturers themselves (such as the parties) can 

provide MRO services to aircraft operators and manufacturers, and 
• independent MRO providers (that is, firms who do not supply 

components, or manufacture or operate aircraft) offer these services.  
 
35. The parties provide MRO services to aircraft operators and manufacturers 

primarily in respect of their own components (but also for some third party 
components). On the basis of MRO services supplied by component 
suppliers for their own components (that is, the category of suppliers in the 
third bullet point listed above), the parties’ combined share of supply is 
around [15–25] per cent. On the basis of all MRO services (that is, all four 
types listed above) the parties’ combined share of supply is less than 5 per 
cent.  

  
Unilateral effects 
 
Wheels and brakes 
 
36. The parties’ combined share in the supply of wheels and brakes ([15-35] 

per cent) places it behind Goodrich and Honeywell. K&F’s annual report 
named Honeywell, Goodrich and Messier as its main competitors for the 
supply of wheels and brakes.12  

 

                                         
11 Messier-Bugatti is a part of the SAFRAN Group of companies. 
12 2006 Annual Report, page 13.  
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37. Competition takes place for individual contracts. The parties told the OFT 
that contracts to supply wheels and brakes are typically for a period of 
around 10 years, and if the provision of MRO services and the supply of 
spare parts are included, contract lengths can be around 25–35 years. This 
was confirmed by third parties. 

 
38. The OFT was told by the parties that it is common for manufacturers of 

large civil and military aircraft to dual source wheels and brakes. 
Manufacturers of smaller aircraft (for business use or regional trips) 
typically sole-source.  

 
39. In its investigation the OFT sought information on the closeness of 

competition between the parties in order to ascertain the nature and degree 
of the competitive constraint that they place on each other. One way in 
which to do this was to analyse the number and type of contracts that 
have been won. The parties supplied to the OFT a list of those firms which 
supplied landing gear components to 36 major aircraft models and aircraft 
manufacturers. Although this list did not just relate to wheels and brakes (it 
also included brake control systems) it is nonetheless indicative of the 
parties’ competitive relationship with one another.  

 
40. Of the list of 36, Dunlop (owned by Meggitt) supplied to seven, ABSC 

(owned by K&F) to 15 and, combined, the parties supplied to 19 aircraft 
models / manufacturers (53 per cent). However, the parties both supplied 
the same aircraft model / manufacturer in only three instances (that is, less 
than 10 per cent) indicating that they might not be each other’s closest 
competitors. Goodrich, Honeywell and Messier, on the other hand, supplied 
the same aircraft model / manufacturer in 14 of the 36 instances.13 Further, 
at least one of these third party suppliers overlapped with at least one of 
the parties in 11 of the 19 instances (around 60 per cent) in which the 
parties supplied components.14 

 

                                         
13 That is, at least two of these three suppliers overlapped for any one aircraft or aircraft 

manufacturer. 
14 In the list of 36, for some aircraft manufacturers the parties listed individual models of aircraft 

whereas for other manufacturers they simply listed the manufacturer. The information available 
to the OFT indicates that had individual models been listed where the parties only listed a 
manufacturer, the number of instances in which the parties supply components would increase 
by at least 10. However, on the information available to it, the OFT does not consider that the 
number of overlaps between the parties will increase. 
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41. The parties also submitted that Dunlop [ ]. This is evidenced by the share 
of supply data. Dunlop supplies around [5–15] per cent of wheels and 
brakes across the world (which incorporates some older contracts) but for 
those supply contracts entered into since 2001, Dunlop’s share falls to less 
than 5 per cent. What is more, the parties submitted that supply contracts 
likely to come up in the next three to four years involve the manufacturers 
Embraer, Lear, Dassault, Bombardier and Cessna. Dunlop has not been 
successful in winning contracts from these manufacturers since 2001 and 
expects that competition for future contracts with these manufacturers will 
come from Goodrich, Messier and Honeywell.  

 
42. Third party comments indicated that Goodrich, Honeywell, Messier and, for 

manufacturers of business and regional aircraft, Parker-Hannifin 
Corporation provide a competitive constraint on the parties. For example, in 
terms of winning contracts Goodrich has been successful with supply 
contracts for large aircraft (Boeing) and business and regional aircraft 
(Embraer, Cessna and Bombardier). Honeywell has successfully bid for 
contracts with Airbus and some military aircraft (for example, the F-18 and 
B-52 models). Messier has won contracts with manufacturers of both large 
and small aircraft (Boeing, Airbus and Dassault). Of the customers who 
responded to the OFT’s questions, all indicated that they have, in the past, 
invited several suppliers to bid for contracts – not just the merging parties 
– and, looking forward, will continue to have a choice of supplier.  

 
43. The parties also provided information on the number of wheel and brake, 

and brake control systems suppliers individual aircraft manufacturers have 
used in recent years for different models of their fleet. In the examples the 
parties provided the aircraft manufacturers selected not only the merging 
parties but other suppliers as well (predominately Goodrich and Messier for 
business and regional aircraft and Honeywell, Goodrich and Messier for 
large aircraft).15 This information suggests that the parties are not close 
competitors and that aircraft manufacturers have a range of suppliers to 
choose from other than the merging parties.  

 
44. One third party supplier told the OFT that it would consider bidding for 

contracts that it normally does not bid for (because it currently focuses on 
other aircraft types / sizes) if its expected return on the required 

                                         
15 The OFT did not get a response from every third party in seeking to confirm this, but those 

third parties who did respond confirmed the parties’ examples where they could. 
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investments made it worthwhile. The OFT considers this a credible strategy 
since the third party did, in 2000, submit a formal bid to supply 
components to an aircraft of a segment (by size) outside of the segments 
that it normally supplies to. The third party was invited to submit a bid by 
the particular aircraft manufacturer in its last tender round.  

 
45. Several third parties (customers and competitors) commented to the OFT 

that Dunlop and ABSC are not each other’s closest competitor. 
 
46. After the merger, one or more of Goodrich, Honeywell and Messier will 

continue to provide a strong competitive constraint on the parties for most 
if not all contracts. The OFT considers that the evidence indicates that, 
while competitors, the parties are not each other’s closest competitor for 
most customers. Therefore, on the strength of this evidence, the OFT does 
not consider that the proposed merger will lead to a substantial lessening 
of competition. 

 
Brake control systems 
 
47. The proposed merger will result in an increased share of supply for the 

merged entity of around [0-5] per cent, reflecting that Dunlop [ ]. Both 
Messier and Crane Co will be considerably larger competitors 
(approximately twice as large) than the merged entity and are named in 
K&F’s annual report as its main competitors in the supply of brake control 
systems.16 

 
48. The parties submitted that it is unusual for either of them to win a brake 

control system contract for an aircraft for which they do not supply the 
wheels and brakes (contracts for all of these components tend to arise at 
the same time) and the parties’ shares of supply are similar in both wheels 
and brakes, and brake control systems. Therefore, from the parties’ 
perspective at least, the competitive dynamic for the supply of wheels and 
brakes tends to feed through to the supply of brake control systems.  

 
49. However, even if the parties’ success in winning brake controls systems 

contracts was not closely linked to their success in winning wheel and 
brakes supply contracts, the merged entity would still need to compete 
against considerably larger suppliers (Messier and Crane Co) for brake 

                                         
16 2006 Annual Report, page 13. 
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control systems contracts. These competitors supply brake controls 
systems across a range of aircraft sizes. Further, Parker-Hannifin supplies 
brake control systems for business aircraft, a segment in which Goodrich 
has recently entered. Crane Co does not supply wheels and brakes but 
nevertheless has built up a considerable share of supply and can be 
expected to exert a competitive pressure on those who do supply wheels 
and brakes (such as Messier and the parties) in the supply of brake control 
systems.  

 
50. Consequently, on the basis of the evidence before it, the OFT does not 

consider that the proposed merger will lead to unilateral effects with regard 
to brake control systems.  

 
MRO services 
 
51. Even on a very narrow basis (component suppliers providing MRO services 

for their own components) the parties’ combined share of 20–25 per cent 
indicates no accretion of market power which would substantially lessen 
competition for MRO services.  

 
52. The OFT did not receive any third party complaints regarding MRO 

services. There are a large number of MRO suppliers ranging from self-
provision to independent third party suppliers. Access to spare parts is 
easy. The OFT’s investigation led it to consider that this merger will not 
result in a substantial lessening of competition in regard to MRO services. 

 
Coordinated effects 
 
53. The proposed merger is unlikely to create or strengthen coordinated 

behaviour. The OFT considered whether the conditions facilitating 
coordination were present in this case.  

 
54. Components for aircraft are not homogenous. Wheels and brakes, and 

brake control systems are bespoke, thereby increasing the level of difficulty 
to coordinate (product quality is a key factor on which aircraft 
manufacturers choose a component supplier).  

 
55. There is little transparency regarding price which varies according to a 

range of performance-related factors. This makes the terms of coordination 
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difficult to reach and monitoring and punishment of any cheating difficult – 
therefore any coordinated behaviour is likely to be unstable.  

 
56. Contracts for the supply of wheels and brakes, and brake control systems 

are long (around 10–15 years), while those for MRO services are longer 
still (25–35 years). The duration of the contracts increases the incentive 
for suppliers to compete since they can expropriate the entire value of each 
contract (which provides a long term revenue stream) for themselves rather 
than giving up a contract to a colluding competitor in return for another 
contract.  

 
57. The significant number of MRO service providers (whether third party or in-

house suppliers) makes coordination unlikely in the provision of these 
services. 

 
58. For the reasons outlined above the OFT considers that the merger does not 

give rise to coordinated effects. 
 
Barriers to entry and expansion 
 
Wheels and brakes 
 
59. Several third parties told the OFT that there has been no new entry in the 

past five years. One said that the high, up-front investment required to 
develop, produce and maintain wheels and brakes constitutes the largest 
barrier. The OFT was told that acquiring the requisite technology was 
another barrier. 

 
60. Other third parties told the OFT that acquiring a strong reputation for 

reliability and a high standard of product, combined with developing strong 
customer relationships may also form a high barrier to entry and expansion.  

 
61. No third party considered intellectual property rights constituted a barrier to 

entry. 
 
Brake control systems 
 
62. Goodrich entered into the supply of brake control systems in the past five 

years. Its share of supply is low (around 1 per cent) but it submitted to the 
OFT that it already has won several contracts (focused on business 
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aircraft). The OFT is not aware of any other entrants. Like the supply of 
wheels and brakes, high, up-front investment is required to develop, 
produce and maintain brake control systems.  

 
MRO services 
 
63. The OFT is not aware of any new entrant in the supply of MRO services in 

the past five years.  
 
64. However, given the OFT’s competitive assessment of the supply of MRO 

services, and the supply of wheels and brakes, and brake control systems, 
there is no need for the OFT to conclude on barriers to entry in any of the 
overlap activities. 

 
Countervailing buyer power 
 
65. The parties submitted that they face strong countervailing buyer power in 

all the overlap activities. Aircraft manufacturers are large, sophisticated and 
experienced buyers. Contracts are long lasting and of high value. 

 
66. In the Meggitt / Dunlop merger decision, the OFT found that there was 

countervailing buyer power in the supply of aerospace components.17  
 
67. Two customers told the OFT that they did possess some buyer power – 

one regarding wheels and brakes, and brake control systems, the other 
regarding all three overlap activities. Both told the OFT that the proposed 
merger would not effect their countervailing buyer power. Third party 
competitors told the OFT that aircraft manufacturers do possess 
countervailing buyer power, are able to negotiate lower prices and some 
incorporate ‘de-escalation’ pricing models into their contracts.  

 
68. The OFT considers that there is some countervailing buyer power present. 
 

THIRD PARTY VIEWS 
 

69. The OFT received mixed views from third parties who responded to the 
OFT questions.  

 

                                         
17 Paragraph 28. 
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70. One competitor who responded was concerned about the proposed merger. 
It said that the merger would reduce competition in the supply of carbon 
brakes and allow the merged entity to bundle brakes with brake control 
systems thereby foreclosing the supply of these to competitors. However, 
the proposed merger does not create the ability to bundle since both parties 
already supply wheels, brakes and brake control systems. Nor does the 
proposed merger create substantial market power (discussed in the 
horizontal assessment above) which would allow the merged entity to 
foreclose rivals. Other competitors were unconcerned. 

 
71. The OFT sent questionnaires to 11 customers, of whom three expressed 

competition concerns (two of these are located outside of the UK) but only 
one of these expressed strong concerns.  

 
72. Two complainants (who are located outside of the UK) manufacture similar 

sized aircraft. The OFT’s view, based on the evidence before it, is that the 
supply to different categories of aircraft size do not constitute separate 
product scopes within the supply of wheels and brakes, brake control 
systems or MRO services. On this basis, and as discussed above, the OFT 
does not consider that the merger will lead to a substantial lessening of 
competition. Nevertheless, given these two complainants manufacture 
similar sized aircraft, the OFT has decided to adopt a cautious approach 
and examine the merger on the basis of the supply to different sized 
aircraft. 

 
73. These two complainants said that the proposed merger would reduce the 

number of component suppliers available to them since, for their particular 
requirements at least, the parties are close competitors. They were 
concerned that they would suffer in terms of price, quality and customer 
service as a result of the merger – initially in the supply of spare parts.  

 
74. One of these complainants told the OFT that it incorporates price 

guarantees and price cap formulae into its original contracts with suppliers, 
which protects it from price rises within existing contracts. The parties and 
third parties told the OFT that this is common within the industry. 

 
75. In addition, one of those two complainants told the OFT that besides the 

merged entity, there would be two other suppliers (Goodrich and Parker-
Hannifin) able to meet its requirements for future contracts, post merger. 
The other complainant told the OFT that Goodrich could meet its 
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requirements for future contracts, but only if Goodrich invests in acquiring 
certain technical abilities. In a previous contract round the complainant did 
invite Goodrich and another supplier to submit tenders. Goodrich [ ]. What 
is more, OFT investigation reveals that Goodrich does have these technical 
abilities in regard to the brake control systems supplied to another aircraft 
manufacturer (although for a slightly smaller aircraft than that 
manufactured by the complainant). Further, Meggitt’s internal documents 
analysing the proposed merger consider Goodrich as likely to emerge as a 
key competitor for supplies to the complainant. The OFT therefore 
considers that Goodrich will be a credible candidate to enter into contracts 
with the complainant.  

 
76. The parties supplied to the OFT information on the supply of brakes to 

those types of aircraft manufactured by the complainants. It shows that 
there are a number of suppliers active in the segment including Messier and 
Parker-Hannifin. Further, one supplier, not currently active in the segment, 
said to the OFT that it was confident that it could enter at some point in 
the future. The parties also provided some examples of these customers 
(and similar customers) using different component suppliers across their 
fleet of aircraft, indicating that after the merger competition for contracts 
will remain. These points are discussed in the horizontal assessment, 
above.  

 
77. Given the above, and the OFT’s view that the merger should be assessed 

on the basis of the supply to all aircraft, the OFT is not persuaded by either 
of these two complainants that the proposed merger will lead to a 
substantial lessening of competition. 

 
78. The third customer who expressed concern told the OFT that prices for 

wheels and brakes, and brake control systems would rise and continuity of 
supply would be affected by the merger (although the third party did not 
explain why). The OFT has no evidence as to why any supplier would have 
the incentive to disrupt supply within an existing contract as a result of the 
merger. On price rises, the OFT has dealt with this concern in the 
horizontal assessment above, where the OFT considered that the merger 
would not result in a substantial lessening of competition. Further, the 
complainant itself acknowledged that for its requirements Goodrich is a 
closer competitor to Dunlop than is ABSC. 
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ASSESSMENT 
 

79. For the supply of both wheels and brakes, and brake control systems the 
merged entity will continue to face a strong competitive constraint from 
other major suppliers when bidding for contracts. On the basis of available 
evidence, the OFT does not consider that the parties are each other’s 
closest competitor for most customers. Dunlop has not been as successful 
in winning contracts as has ABSC a consequence of which is that the 
increments resulting from the proposed merger are low. The OFT considers 
that the proposed merger will not lead to a substantial lessening of 
competition.  

 
80. For those customers to which the parties are each other’s closest 

competitor the OFT has taken a cautious approach and examined the 
merger on the basis of supply by their size of aircraft. On this basis, the 
OFT considers that other component suppliers will remain to give aircraft 
manufacturers choice and provide a competitive constraint on the merged 
entity. Furthermore, the evidence suggests that supply side substitution in 
the supply of wheels and brakes, and brake control systems is possible 
across aircraft types.  

 
81. In regard to the provision of MRO services, there are a significant number 

of suppliers, including self-provision and no third parties expressed concern 
about these services. The OFT does not consider any competition concerns 
arise in the provision of MRO services. 

 
82. 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 
 
83. This merger will therefore not be referred to the Competition Commission 

under section 33(1) of the Act.  


