
 
 

 
 
 

 

Anticipated acquisition by Lindab AB of CCL Veloduct Limited 
 
The OFT's decision on reference under section 33 given on 31 October 
2006. Full text of decision published 21 November 2006. 
 

 

Please note that square brackets indicate figures or text which have been 
omitted or replaced with a range for reasons of commercial 
confidentiality. 
 
PARTIES 
 
1. Lindab AB (Lindab) is a Swedish company which manufactures and 

distributes components for ventilation systems. In the UK, it 
operates primarily through a wholly owned subsidiary, Lindab 
Limited. Among other ventilation system components Lindab 
manufactures and distributes circular ducts and fabricated fittings in 
the UK. 

  
2. CCL Veloduct Limited (CCL) is active in the manufacture and 

distribution of components for ventilation systems in the UK. It also 
manufactures and distributes circular ducts and fabricated fittings in 
the UK. CCL is a wholly owned subsidiary of CCLV Holdings Ltd 
whose ultimate parent is Skye Investments Limited. 

 
TRANSACTION 
 
3. Lindab AB proposes to acquire 100 per cent of the issued share 

capital of CCL from CCLV Holdings Limited. The parties notified the 
transaction on 1 September 2006 and the administrative deadline is 
30 October 2006.  
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JURISDICTION 
 
4. As a result of this transaction Lindab and CCL 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 distribution of ventilation 
systems components in the UK. 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. 

 
RELEVANT MARKET 
 
5. The parties overlap in the manufacture of circular ducts, circular 

fabricated fittings (fabricated fittings) and flexible ducts to 
intermediate customers, and the distribution of ventilation system 
components more generally1. However, the parties stated that the 
shares of supply of flexible ducts were almost identical to those for 
the supply of all ventilation system components; no third party 
concerns were raised in relation to flexible ducts in particular, and 
given that barriers to entry and expansion are low (see section on 
barriers to entry and expansion) flexible ducts are not discussed 
separately any further but are assessed within the context of the 
supply of all ventilation system components.  

 
6. The parties' customers are ductwork contractors which install 

ventilation systems for building contractors. While the parties both 
manufacture and distribute circular ducts and fabricated fittings, 
neither party installs these components. Further, neither party 
supplies circular ducts or fabricated fittings to third party 
distributors2 but distributes them to ductwork contractors 
themselves. Therefore the OFT has assessed the merger on the basis 

                                                 
1 Ventilation systems can use circular ducts or rectangular ducts (and corresponding 

fittings which connect the ducts - circular fittings are used with circular ducts and 
rectangular fittings with rectangular ducts). Circular fittings can be further segmented 
into pressed fittings and fabricated fittings. The distinction between them lies in the 
size of the fittings (pressed fittings have a smaller diameter) and the manufacturing 
process used. 

2 Apart from in Northern Ireland, however McCaig Collim, the sole distributor for Lindab 
in Northern Ireland has now bought manufacturing capability from Lindab and therefore 
is in competition with the parties. 
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of the distribution of circular ducts and fittings by manufacturing 
distributors. 

 
7. The parties do, however, distribute ventilation system components 

for third parties. Consequently, the OFT has also assessed the 
transaction on the basis of the distribution of all ventilation system 
components. 

 
Product scope 
 
8. The parties claim that the relevant frame of reference is the 

distribution of all ventilation system components in the UK. This is 
because most distributors stock and can arrange delivery of a full 
range of components and customers often view the purchasing 
process as a whole. The parties stated that customers send out a 
schedule of all items required for one particular contract and may 
buy in bulk. Ventilation system components may be bundled 
together and contractors may obtain discounts on the whole bundle. 
Contractors do sometimes request quotes on a per item basis and 
may source different products from a number of different 
distributors, depending on the suitability and the price of the 
products quoted.  

 
9. The product scope may be segmented according to the type of 

product being distributed. For example, the parties informed us that 
distributors like the parties manufacture their own ducts, which can 
be either circular or rectangular. However, few manufacture both. 
Competitors stated that supply side substitution between these 
products is not strong as different manufacturing processes are 
required. Customers stated that there is little or no demand side 
substitution.  

 
10. The OFT has not found it necessary to conclude on the product 

scope as the competition assessment is the same regardless of the 
approach employed. Therefore a cautious approach has been taken 
and the OFT has analysed the transaction on the basis of the 
distribution of all ventilation systems components as well as the 
narrower frame of reference of the distribution of circular ducts and 
fabricated fittings.  
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Geographic scope 
 

11. The parties submit that the geographic scope for the distribution of 
ventilation system components is national as ductwork contractors 
can and do operate on building projects anywhere in the UK, and 
may therefore source from a depot anywhere in the UK. The parties 
also state that they operate national list prices and have an extensive 
network of branches. In addition, both customers and competitors 
told the OFT that that they view the parties as national distributors.  

12. The parties claim that in the main, transport costs for all ventilation 
system components are around 1–2 per cent, but for circular ducts 
and fabricated fittings are around 5–10 per cent (third parties 
submitted that transport costs could be as high as 15–20 per cent). 
The parties stated that transport costs for very large circular ducts 
can be up to 40 per cent.  

13. Circular ducts are manufactured more locally than fabricated fittings 
(for example, Lindab has circular duct manufacturing facilities at four 
of its distribution outlets and CCL has manufacturing facilities at 12 
of its distribution outlets, whereas Lindab only has one plant for the 
manufacture of fabricated fittings and CCL has two) which may 
indicate narrower than national geographic scope for fabricated 
fittings. Data supplied by Lindab suggested that the maximum 
transport distance for fabricated fittings is further than the maximum 
transport distance for circular ducts, yet the parties and third parties 
told the OFT that some suppliers manufacture circular ducts and 
fabricated fittings from a single plant and may transport them across 
the country, suggesting that the geographic scope for the 
distribution of circular ducts and fabricated fittings is national.  

14. Since many distributors set up a number of depots in the local areas 
in which they distribute, competition may also occur on a regional or 
local level. In addition, third parties stated that they obtain discounts 
off the list price from manufacturers/distributors. These discounts 
may apply on a national, regional or local basis depending on the 
type of ductwork job.  
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15. Data provided by Lindab also suggested that competition may to 
some extent occur at a local/regional level. Data provided by Lindab 
on 250 contracts that it had lost between 2005 and 2006 showed 
the percentage of work lost to CCL in some areas was high. The 
areas where high levels of switching from Lindab to CCL occurred 
aligned with those areas where the parties' branches overlap (see 
horizontal analysis).  

16. The OFT asked the parties to identify the area in which 80 per cent 
of their sales are made. Lindab supplied data showing that for most 
branches more than 80 per cent of its sales came from within 10 
miles suggesting the geographic scope could be local. CCL submitted 
that around 80 per cent of its sales came from within 30 miles of its 
outlets. However, the parties stated that these figures merely 
reflected the fact that some contractors come to pick up supplies 
from one of their depots and the true transport distance is wider. 

17. The parties said that some large contractors may take on jobs across 
the UK and bypass one depot to obtain stock from another. In 
addition, data provided by Lindab shows that in certain areas it lost a 
large proportion of sales from competitors that had depots situated 
far from Lindab's depot. For example, in Manchester one third party 
competitor won more than half of the contracts Lindab lost despite 
being more than 50 miles away. This suggests the geographic scope 
of the distribution of ventilation system components is wider than 
local. Some competitors confirmed that they compete across wide 
geographic areas. 

18. The OFT has not found it necessary to conclude on the geographic 
scope for the distribution of ventilation system components or the 
manufacture and distribution of circular ducts as this does not affect 
the outcome of the competition assessment. However, on the basis 
of the evidence supplied, the OFT has taken a cautious approach and 
has analysed the merger on a national and local/regional basis.  
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HORIZONTAL ISSUES 
 
Local Level 
 
19. At the local level, some customers argued that the parties were the 

only distributors that could supply them with the whole range of 
products in the quantities they required in short lead times. They 
suggested this was because of their local branch network which 
enabled them to service local customers quickly and cheaply. They 
were therefore concerned that post-merger there would be a loss of 
competitive pressure on the merged entity that will lead to an 
increase in prices.  

 
20. The parties identified areas in which 80 per cent of their sales are 

made. Most of Lindab's sales are within 10 miles of its outlets, and 
80 per cent of CCL's sales are within 30 miles.  

 
21. The parties provided a list of competitors within 10, 20 and 50 miles 

of the parties' branches in every area in which the parties 
overlapped. Analysis of the proposed merger concluded that Lindab 
is within a 10 mile radius of a CCL branch in only 10 areas. However 
on a fascia count there were only two areas (Eastleigh and 
Newcastle) where the number of fascia dropped below four. 
Therefore in most areas there would be four or more competitors 
remaining post-merger. 

 
22. The OFT also looked at switching data provided by Lindab which 

identified three local areas where the parties appeared to compete 
closely. These were Glasgow, Northampton and Bristol. However 
when analysed in the light of the number of remaining competitors 
the OFT does not consider that the merger will give rise to a 
substantial lessening of competition in any of these areas.  

 
23. In addition, the OFT analysed Northern Ireland as a result of 

customer concerns. An analysis of all these areas follows:  
 
Eastleigh 
 
24. The parties provided evidence that on a ten mile radius from Lindab 

branches there was a reduction in fascia from three to two. 
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However, the increment resulting from the proposed merger in the 
Eastleigh area is very small (less than one per cent). Further, 
customers in Eastleigh contacted by the OFT were on the whole not 
concerned about the proposed merger, being confident they could 
switch to another competitor were the merged entity to increase its 
prices post-merger. 

 
Newcastle 
 
25. On a ten mile radius from Lindab branches the merger will result in a 

reduction in fascia from four to three in Newcastle. Some customers 
told the OFT that they were not concerned by the merger as they 
stated that they could and would switch to other existing local 
distributors were the merged entity to raise its prices. In addition, 
third parties stated that a constraint would be posed by some 
vertically integrated ductwork contractors3 which operate in 
Newcastle and therefore supply the area with circular ducts and 
fabricated fittings for the jobs that they undertake. 

 
Glasgow 
 
26. Switching data supplied by Lindab suggested that Lindab lost 

significant sales to CCL in Glasgow. However, the merger will only 
lead to a reduction in fascia from seven to six on a 10 mile radius 
and eight to seven on a fifty mile radius and there was support from 
competitors for the view that were the merged entity to increase 
prices, competitors would win customers from the parties. [ ]. 

 
Northampton 
 
27. In Northampton, the parties only overlap on a 50 mile radius from a 

Lindab branch. Further, the merger will only result in a reduction in 
fascia from six to five on a 50 mile radius. Customers did not 
express concerns about a loss of competitive constraint in 
Northampton. 

 

                                                 
3 Many vertically integrated ductwork contractors were not included in the relevant frame 

of reference as they do not supply third parties and only supply themselves. However 
they do exert a competitive constraint on the parties. 
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Bristol 
 
28. Switching data suggested Lindab lost a significant proportion of its 

contracts to CCL in Bristol. The parties overlap on a 10 mile radius 
from a Lindab branch. However on a 10 mile radius, the merger 
would only result in reduction in fascia from five to four. Moreover 
third parties submitted that were the merged entity to increase 
prices, customers would switch. 

 
Northern Ireland 
 
29. A number of third parties complained that Lindab and CCL are the 

two main distributors of circular ducts and fabricated fittings in 
Northern Ireland and post merger there will be insufficient 
competition to prevent the merged entity raising prices above the 
competitive level. However, since then, in dealings related to this 
merger Lindab's main distributor of circular ducts has bought the 
equipment from Lindab and is therefore now in competition with the 
parties. Further, the OFT received evidence from some customers in 
Northern Ireland that if prices rose they would switch either to 
smaller local distributors in Northern Ireland or other national UK 
competitors. 

 
Conclusions 
 
30. Based on the evidence provided, the OFT considers that competition 

for the distribution of ventilation system components occurs to some 
extent at a local/regional level. However when the OFT assessed the 
areas where the parties overlapped and where data suggested there 
might be cause for concern, in each area a number of existing 
competitors will remain post merger to act as a competitive 
constraint on the parties. Further the parties are also constrained by 
some distributors outside the local/regional area that travel longer 
distances to deliver their supplies. On the basis of this evidence 
coupled with customer and competitor comments which confirmed 
that customers would switch, it is not considered that the merger 
will lead to a substantial lessening of competition in any local area.  
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National level 
 
Ventilation systems components. 
 
31. Some customers submitted that they were concerned about the 

effect of the merger on competition at a national level. Certain 
customers told the OFT that the parties were among a few 
distributors which are able to supply large quantities of components 
for ductwork contractors' large national projects. Post-merger these 
customers were concerned that the price of ventilation system 
components and particularly circular ducts and fittings would 
increase.  

 
32. The parties submitted that they were not the only distributors with a 

national presence and that there were a wide number of large 
competitors acting on a national basis such as Hotchkiss Limited 
(Hotchkiss) and Senior Hargreaves Limited (Hargreaves) that would 
take customers from the parties were they to increase price. 
Customers and competitors confirmed this view. The parties claimed 
that in fact Hotchkiss, Hargreaves, SK Sales Limited and JA Glover 
Limited are closer and stronger competitors to CCL than Lindab. This 
is because they have a better understanding of the UK ventilation 
system sector than Lindab and are therefore better able to penetrate 
the sector.  

 
33. At the national level the parties' combined share of the manufacture 

and distribution of circular ducts and fabricated fittings is [35-40] per 
cent (increment [10-15] per cent), and of the distribution of all 
ventilation system components it is almost [25-35] per cent 
(increment [5-10] per cent).4 Post merger a number of effective 
competitors will remain in the manufacture and distribution of 
circular ducts and also in the distribution of ventilation system 
components (with individual shares ranging from [below 20] per cent 
in manufacture and around [below 10] per cent in distribution). 

 

                                                 
4 Since the parties do not supply their manufactured products to third party distributors, 

and these products are not imported, their share of manufacturing can be used as a 
proxy for their share in distribution of these products. 
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34. Further, a number of strong competitors will remain post merger. 
Customers and competitors confirmed this view. In particular they 
confirmed that Hotchkiss, Hargreaves, SK Sales and JA Glover are 
strong competitors to the parties. Moreover a number of large 
customers who are able to fulfil national contracts stated that were 
the prices to rise after the proposed merger they would switch to 
other national players such as Hotchkiss and Hargreaves. Smaller 
customers also stated they would switch and named Hotchkiss and 
Hargreaves as well as a number of smaller competitors as examples 
of competitors to whom they would switch. 

 
35. A potential concern could have been the closeness of competition of 

the parties given their widespread branch network. However, as set 
out in the section on barriers to entry, a number of players possess 
concrete plans to expand the number of branches as well as the 
geographic location in which they currently operate. Expansion by 
existing competitors removes any residual concerns. 

 
Pressed fittings 
 
36. A number of third parties expressed concerns that post merger the 

parties might have a significant share of the distribution of pressed 
fittings in the UK ([40-50] per cent increment [20-30] per cent). 
Concerns were raised that it would be more difficult to source 
pressed fittings in the UK and that prices might increase post 
merger.  

 

37. However, given that it is not necessary to have a large number of 
outlets to be able to compete on a national level; transport costs for 
the distribution of pressed fittings are low; and barriers to entry into 
distribution in general are low, the OFT does not consider that, post-
merger, it will be harder for competitors to distribute pressed fittings 
into the UK sector or that the merged entity will be able to profitably 
increase the prices of pressed fittings.5  

                                                 
5 [ ] 
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Conclusions 

38. Overall on the basis of the evidence provided, the OFT does not 
consider that the merger, even if a static view were taken, gives rise 
to serious competition concerns at either a national or local level 
given the constraints posed by existing competitors in every area. In 
any event, the dynamic assessment of entry and expansion (below) 
confirms the OFT's belief that there is no realistic prospect that the 
merger will substantially lessen competition in a market or markets in 
the UK.  

ENTRY AND EXPANSION 
 
Local/regional level 
 

39. The parties argue that barriers to entry into the distribution of 
ventilation system components are low. The parties submitted that it 
is not costly to set up a depot and obtain a number of vehicles to 
transport the products.  

40. The parties supplied the OFT with examples of entry into distribution 
of ventilation system components, although these were mostly small 
in scale, which raises an issue as to the sufficiency of such entry. 
The parties also provided numerous examples of expansion by 
existing competitors into different geographic areas of the UK in the 
past five years. Competitors confirmed that barriers to expansion at 
the local level were low and some identified concrete expansion 
plans for the near future in certain local areas. The overall evidence 
is sufficient to establish that that entry and expansion at the 
local/regional level is planned by competitors, and that the merged 
firm will either be deterred from raising prices post-merger, as this 
will attract expansion and entry, or that if it does raise prices, 
expansion will be timely, likely and sufficient to discipline it in the 
short term. 
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National level 

41. Some third parties suggested that customer switching is low due to 
reputation developed by suppliers through long-term customer 
relationships. Lindab's internal documents supported the view that 
customers were loyal. However, the weight of the evidence provided 
by third parties indicates that price rather than reputation is one of 
the main parameters of competition and customers have confirmed 
that if the merged entity were to increase prices, they would indeed 
switch.  

42. Even though it is considered that price is the main parameter on 
which competition occurs, there was potentially a residual concern 
that it might be necessary to possess a widespread network of 
outlets manufacturing circular ducts in order to meet customer 
demands of delivery within short lead times and in order to avoid 
reputational damage. However the parties and competitors confirmed 
that barriers to entry and expansion into manufacturing of circular 
ducts are low: it is simple and inexpensive to buy a new or second 
hand tube former and there is ample excess capacity in relation to 
existing tube formers within the UK for expansion in the supply of 
circular ducts. In addition, customers and competitors submitted that 
manufacturers who do not possess a network of manufacturing 
outlets exert a strong competitive constraint on those that do. 
Hargreaves in particular is an example of a manufacturer which 
manufactures its circular ducts in Bury and distributes circular ducts 
and other ventilation system components across the UK. No third 
party told the OFT that access to circular ducts and fabricated 
fittings formed a barrier to entry or expansion. 

43. Therefore the OFT does not consider that reputational barriers to 
entry and expansion are high in the supply and distribution of 
ventilation system components or circular ducts and fittings. 

44. Third parties suggested that while barriers to entry into the 
distribution of circular ducts and fabricated fittings may be relatively 
low at local level where distances travelled from plant to customer 
may be short, the distribution of circular ducts and fabricated fittings 
across long distances may be more costly. However the parties and 
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competitors confirmed that different products are transported 
together and therefore efficiencies can be gained by transporting a 
range of products in one vehicle thereby reducing transport costs.  

45. Therefore, on the evidence available to it, the OFT considers that 
barriers to entry into and expansion in the manufacture of circular 
ducts and fabricated fittings at the national and local level are low 
and barriers to entry into and expansion in the distribution of 
ventilation systems components to be even lower. The conclusion in 
respect of regional/local issues therefore applies equally at the 
national level: expansion and entry will be timely, likely and sufficient 
to constrain Lindab post-merger to the extent this is not already 
achieved by remaining competitors. 

VERTICAL ISSUES 
 
46. Lindab also manufactures tubeformers (the machines that make 

circular ducts). Lindab has [65-75] per cent of share of distribution 
of tube formers in the UK and similar shares on an EEA and 
worldwide basis. CCL does not manufacture tube formers.  

 
47. The OFT considered whether Lindab's strong position in the 

upstream sector for tubeformers would enable it to restrict the 
distribution of tube formers or servicing/spare parts to rival 
manufacturers (and distributors) of circular ducts. However, the OFT 
has been told by the parties as well as by third parties that there is 
significant excess capacity in circular duct manufacturing, and 
customers and competitors have told the OFT that demand for new 
tubeformers is weak.  

 
48. In addition, Lindab is already present in the downstream activities of 

circular duct manufacturing and distribution and so it is questionable 
whether the proposed merger substantially increases its ability to 
embark on a foreclosure strategy in manufacturing or distribution. 
Furthermore, OFT analysis of Lindab's margins show that Lindab is 
unlikely to have the incentive to do this. 
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THIRD PARTY VIEWS 
 
49. A number of third parties that expressed concerns suggested that 

post-merger prices may increase. However, the majority stated that 
if prices were to increase, they could and would switch to other 
competitors. Third parties concerns have been addressed, above. 

 
ASSESSMENT 
 
50. At the national level, the parties' combined share of the distribution 

of ventilation system components is significantly greater than their 
rivals. However, barriers to entry and expansion in distribution are 
low and, after the merger, there will remain numerous competitors to 
constrain the parties. Further, in the upstream activity of the 
manufacture of circular ducts and fabricated fittings, barriers to entry 
and expansion are also low, albeit not as low as in distribution, and 
sourcing from existing manufacturers with significant excess 
capacity appears to be a viable alternative also. 

 
51. On a local level, the acquisition does not give rise to substantial 

competition concerns given the continued presence of numerous 
effective competitors in the individual overlap areas coupled with 
actual or threatened expansion and entry by rivals. 

 
52. Consequently, on the basis of the evidence provided to it, 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 

53. This merger will therefore not be referred under section 33(1) of the 
Act. 
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