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Completed acquisition by Impress Group B.V. of Alcan Packaging 
Sutton Ltd 
 
The OFT's decision on reference under section 22 given on 4 November 2005. 
Full text of decision published 17 November 2005.  
 
 
Please note that square brackets indicate figures which have been deleted or replaced 
with a range at the request of the parties for reasons of commercial confidentiality.
 
PARTIES 
 
1. Impress Group B.V. (Impress) is a metal packaging company with manufacturing 

operations in 16 countries within Europe including the UK, as well as in Russia, 
USA, Japan and the Seychelles. 

2. Alcan Packaging Sutton Ltd (APS) is a UK registered company owned by Alcan 
Holdings UK Limited. APS manufactures food cans, can ends and speciality 
containers in the UK, which are sold principally in to customers in the UK and 
Ireland. In the financial year ended 31 December 2003, APS's turnover was 
£43.9 million, 96 per cent of which was generated in the UK. 

TRANSACTION 
 
3. On 1 September 2005, Impress, via a newly incorporated subsidiary named 

Broomco 3799 Ltd, purchased the entire issued share capital of APS.  

4. On 4 October 2005, the OFT accepted initial undertakings from Impress pursuant 
to section 71 of the Enterprise Act 2002 (the Act) to hold separate the Impress 
and APS businesses.  

5. The transaction was notified to the OFT on 13 September 2005. The 
administrative deadline is 8 November 2005 and the statutory deadline is 31 
December 2005. 
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JURISDICTION 
 
6. As a result of this transaction Impress and APS have ceased to be distinct. The 

parties overlap in the supply of retortable food cans, speciality decorated 
containers and can ends. The share of supply test in section 23 of the Act is met 
in respect of the UK supply of retortable food cans and standard food ends. The 
OFT therefore believes that it is or may be the case that a relevant merger 
situation has been created.  

RELEVANT MARKET 
 
7. The parties overlap in the supply of can ends (including lids); speciality decorated 

tinplate containers; and two and three piece retortable1 food cans. 

CAN ENDS 
 
Product market 
 
8. Can ends are manufactured separately from the body of the can and are delivered 

separately to customers to be sealed on after the can has been filled. There exist 
three types of can ends: standard food ends, easy open ends and peelable ends. 
The parties overlap in standard food can ends and peelable ends. Third parties 
indicated that the type of can end used is very important and hence on the 
demand side, substitution is not possible. The parties also submitted that different 
technologies are used for manufacturing the different food ends. 

9. It is possible to purchase can ends from a separate supplier to the can 
manufacturer. The majority of third parties contacted confirmed that they either 
currently source cans and can ends from different suppliers, or would be willing to 
do so in the future. 

10. Given no competition concerns arise on any definition, it is not necessary to reach 
a conclusion on the relevant product scope. However, for the purposes of this 
assessment, the product scope will be considered on a narrow basis, examining 
standard can ends and peelable can ends separately. 

Geographic market 
 
11. The parties submitted that food can ends are flat products and hence can be 

densely packed for cost-efficient transportation. Impress currently imports the can 
ends it sells in the UK from its plants in the Netherlands, France and Italy. Third 

                                         
1 Retorting involves heating the can and contents to 125-135˚C to destroy bacteria and germs, 

resulting in a shelf life of two to five years. 
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party responses confirmed that they tender for and source can ends on at least an 
EEA wide basis.  

12. The parties have submitted that European manufacturers face significant 
competition from firms such as Silgan and Sonoco in the USA and Visy in 
Australia. It seems that overseas firms currently do export can ends into the EEA. 
Therefore, it would appear that the geographic scope for can ends is at least as 
wide as the EEA and possibly worldwide. 

Horizontal issues 
 
Standard can ends 
 
13. APS produces standard can ends in reasonably low volumes, principally for three 

piece cans. Impress does not manufacture any standard food ends in the UK, but 
imports them from its plants in the Netherlands and Italy. The parties' combined 
EEA share is [25-30] per cent (increment [less than five] per cent).2   

Peelable ends 
 
14. The parties consider peelable ends to be a nascent product. As with standard 

ends, Impress does not manufacture peelable ends in the UK, instead importing 
them from its European plants. APS only recently began manufacture of peelable 
ends, in order to supply a single customer based in Russia and currently has no 
spare capacity in peelable ends. In the long run, the parties submitted that APS 
may become a competitor when its current contract ends. 

15. The parties' combined share of manufacturing in the EEA is [35-40] per cent 
(increment [0-5] per cent) although there is no increment to sales within the EEA, 
since APS only supplies its single customer in Russia. There are several 
competitors in the EEA, including Nestle ([20-25] per cent), Crown ([15-20] per 
cent), Glud & Marstrand ([10-15] per cent) and Italpack ([0-5] per cent).  

Conclusion 
 
16. On the above basis, the transaction is not considered to lead to a substantial 

lessening of competition in can ends. The increment to Impress' share of supply is 
small and the merged entity will continue to face competition from a number of 
other suppliers within the EEA and potentially also further a field. No concerns 
were raised by third parties in respect of these products. 

                                         
2 Were the UK to be considered separately, the combined share would be [65-70] per cent 

(increment [less than 10] per cent). However, imports account for most sales of can ends in 
the UK, according to the parties. This view is confirmed by third parties. 
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SPECIALITY DECORATED CONTAINERS  
 
Product market 
 
17. The term speciality containers is used to describe containers made of pre-printed 

steel (tinplate) can sheet. The products are manufactured into various shapes for 
end uses including packaging for tea, biscuits and spirits. The parties submitted 
that speciality containers represent a distinct sector, due to the fact that they are 
a bespoke product made using different technology to other cans. Third party 
responses disagreed, stating that provided a manufacturer has DRD3 two piece or 
three piece retortable can technology, it could move into decorative cans. This 
suggests possible supply side switching between decorated cans and 
manufacturers with three-piece and DRD technology.  

18. For the purposes of assessment, this case will be assessed using the narrower 
frame of reference, speciality containers. 

Geographic market 
 
19. Due to the fact that a large amount of trade takes place throughout the EEA, the 

geographic scope for speciality decorated tinplate containers would appear to be 
at least as wide as the EEA, and could be worldwide (as there is evidence that 
imports from China and the US are made into the EEA).  

Horizontal issues 
 
20. Impress does not manufacture any speciality containers in the UK. Although it 

sells £[ ] million worth of speciality containers a year in the UK, these are imports 
made in its German plant. Impress has total sales of £[ ] million a year in the EEA. 
APS has speciality container sales of approximately £[ ] million a year in the UK. It 
has no sales outside the UK. The parties estimate their combined share of supply 
in the EEA to be approximately [0-5] per cent, with an increment of less than [0-
5] per cent.  

21. On the above basis, competition concerns are not considered to arise in the 
speciality containers sector. No concerns have been raised by third parties in 
respect of these products. 

                                         
3 DRD stands for ‘Draw Re Draw’, a manufacturing technology used to make two piece 

retortable cans (discussed further below). 
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RETORTABLE FOOD CANS 
 
Product market 
 
22. Retortable food cans are heat sterilised cans used for wet foods and can be 

constructed out of either two piece or three pieces of metal.4   

23. Whilst the parties consider that flexible packaging represents an alternative to 
food cans, the fact that cans are significantly cheaper, together with the costs 
and long time period associated with switching, have led the parties to submit 
that the relevant product scope is no wider than retortable food cans. 
Respondents in this case differed in their views on the extent to which they would 
consider switching packaging types and this would seem to depend very much on 
the product being packaged. Any move to alternative packaging would not seem 
sufficiently likely the short run to warrant inclusion in the product scope. 

Two and three piece cans 

24. The parties submit that two and three piece cans should be included in the same 
market. The EC has previously reached this conclusion on the basis of demand 
side substitutability between the products.5 The parties submitted that most UK 
customers have no preference for either type of can, with price being the main 
consideration.  

25. Third parties confirmed that price is a key factor in their choice between two or 
three piece. However, they also indicated that there are a range of other issues 
that need to be taken into consideration when choosing the can. These include: 
the compatibility with other filling and processing assets; capacity and availability 
of can type in size required; location of supplier; quality of the product; application 
aesthetics and capabilities of the can (it was stated by third parties that the 
aesthetics and capabilities of the two-piece can are superior). One third party 
stated that while many customers are capable of using either two or three piece 
technology and it is not always practical for them to switch between the two. In 
addition, Impress has attempted unsuccessfully to persuade one customer to 
switch from two-piece to three-piece technology, suggesting a resistance to 
switching. One third party also commented that two piece cans have the added 
advantage of being cheaper to produce as well as technically superior. 

26. On the supply side, there are significant manufacturing differences between two 
and three piece cans. Two-piece can technology is suitable for small diameter 

                                         
4 Three piece cans consist of a cylindrical body rolled from a flat metal to which two can ends 

are welded. Two piece cans are made from a disc of metal which is reformed into a cylinder 
with an integral end to which a can end is seamed to close the can. (Source: Metal Packaging 
Manufactures Association, www.mpma.org.uk).  

5 M.603 Crown Cork & Seal/Carnaud Metal Box. 
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commodity sizes where volumes are high and specifications are few - currently all 
two-piece cans are 73 mm cans. Three-piece technology is most suited to 
manufacturing other less popular can sizes where low volumes are required.  

27. Since third party responses in this case do not concur with the conclusions of 
previous cases in this segment, it is considered appropriate to take a cautious 
approach and consider the impact of the merger on two-piece cans and three-
piece cans separately.  

Two-piece cans  

28. Two-piece cans are manufactured using either DWI6 or DRD technology and 
presently are all of 73mm in diameter. APS owns DWI technology and Impress 
DRD technology. On the supply side, the parties state that that DRD and DWI 
technology is quite different and an investment of around £[15-20] million would 
be required to purchase and install a new DWI production line. This view was 
supported by third parties. The parties have submitted that given the higher costs 
associated with DRD technology, manufacturers using this technology (which 
within the UK is presently limited to Impress) do not provide a credible constraint 
on competitors with DWI technology. This is examined further under horizontal 
issues. 

29. On the demand side the majority of respondents commented that the choice 
between DWI and DRD technology is not important and that it makes little 
difference to their choice of can supplier. From a consumer perspective the end 
result is indistinguishable.  

30. On the basis of demand side substitutability it would appear that the relevant 
product scope is two piece cans manufactured using either DWI or DRD 
technology.  

Three piece cans  

31. Three-piece cans are produced in six different diameters - 52mm, 65mm, 73mm, 
83mm, 99mm and 153mm. Impress have the facilities in place to produce all but 
one (83mm) diameter cans, whilst APS currently only produces 99mm cans, but 
also has the capability to produce 73mm cans. The parties submitted that, the 
only other manufacturer of three piece cans in the UK, Crown, currently has the 
capability to produce all six diameters of can. 

32. On the demand side, customers base their choice of can diameter on a variety of 
factors. These include the volume and size of the end product, the brand image 
and the cost of raw materials and packaging. Impress has submitted that 
customers would be unlikely to switch to different diameters following a price 
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increase of 5-10 per cent as suitable can filling equipment may not be in place and 
due to concerns about brand image.  

33. On the supply side, Impress and Crown already have facilities to manufacture 
almost all diameters of cans, so for existing players, the issue of switching 
between diameters is limited to APS. In terms of other potential suppliers, the 
parties submit that significant excess capacity exists in the market and there is a 
declining customer base, characterised by a small number of large contracts. 
Evidence gathered during the investigation appears to support this view. In the 
presence of growing excess capacity it is questionable whether there is sufficient 
incentive for APS to undertake the necessary investment to expand production 
into other diameters.  

34. The practical implications and costs of switching between can sizes will vary from 
plant to plant depending on the configuration of the plant and how significant the 
switch is.7  The one-off investment required to convert a single diameter line into 
a 'swing line' capable of producing cans of more than one diameter is estimated 
to be approximately £[ ]. Once this procedure has been performed the switching 
process could be achieved within two and a half days, at a cost of around £[ ]. 
APS has practical experience of switching between can widths, converting one of 
its 99mm diameter lines to a 73 mm line around six years ago.8  This was 
undertaken in order to attract a very large customer contract. If, rather than 
converting an existing line into a swing line, it is necessary to install an additional 
line, the parties indicate the cost would be around £[ ].9   

35. These costs do not appear prohibitive and provided that the cost of installing the 
swing line, additional line or switching diameter of cans were accompanied by 
winning a sufficiently large contract, supply side switching within three piece cans 
to particular diameters would in principle seem plausible. However, as stated 
above, in the presence of growing excess capacity it is questionable whether 
there is sufficient incentive for APS to make the necessary investment.  

36. The parties' activities directly overlap only in relation to 99mm, and potentially 
73mm diameter three piece cans, where they are direct competitors. The effect of 
the merger, if any, on competition should be most acute in these areas. The 
assessment will therefore focus on the competitive impact of the merger in the 
99mm and 73mm diameters. In relation to other three piece diameters (52mm, 
65mm, 83mm and 153mm) APS should, at most, be considered a 'potential 

                                                                                                                             
6 DWI stands for ‘Drawn Wall Iron’. 
7 For example is it merely sizing up or down from an existing configuration or a more substantial 

change. 
8 The 73mm can line is no longer in operation but APS retains the ability to produce 73mm 

three-piece cans. 
9 Based on acquiring second-hand machinery which, according to the parties, is regularly 

advertised in trade magazines. 
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competitor'. The degree to which APS may provide a constraint on Impress (and 
Crown) absent the merger by bidding for diameters for which it would need to 
invest along the above lines is considered under non-coordinated effects, below.  

37. A final issue is the competitive dynamic between two-piece and three-piece 
technology in 73mm cans: customers may be able to substitute between two and 
three piece in respect of this size of can. Impress has submitted examples of 
where customers have switched from three piece to two piece 73mm cans. 
However, it is less clear whether customers would be willing to switch from two 
piece to three piece 73mm in the event of a price increase. Evidence supplied by 
the parties indicates that two piece 73mm cans are more cost effective to 
produce and switching is likely to be one-way (i.e. from three piece to two piece). 
As a result, when assessing the impact of the merger on 73mm three piece cans, 
the constraint imposed by two piece 73mm cans should also be considered. 

Geographic market 

38. The parties submitted that the geographic scope for retortable food cans is as 
wide as the UK and Ireland. The cost of transporting food cans is high, with 
transportation costs per can to continental Europe standing at approximately [10-
15] per cent of the value of a can. Third party responses in this case agreed that 
relative to value, transport costs of cans are high and that as non-stackable items, 
there is little point in paying to 'transport air' over long distances. The EC found in 
the Crown case that most customers are located within 300-500km of the 
production plant. Ireland is considered part of the geographic scope by the parties, 
as no retortable can production takes place in either Northern Ireland or the 
Republic of Ireland. Third parties responses generally supported the view that the 
geographic scope was no wider than the UK/Ireland. 

39. The OFT notes that neither the Republic of Ireland nor Northern Ireland can 
realistically be regarded as part of the relevant geographic market from the point 
of view of UK customers, because there are no supply sources based in Ireland 
that could supply UK customers in response to a price increase by a hypothetical 
monopolist UK supplier of the relevant products. Accordingly, the relevant 
geographic market, strictly speaking, is no wider than the UK for these purposes. 
That said, there is no reason to think that the market data presented or the OFT's 
ultimate conclusions would be materially different if confined to UK customers. 
Therefore, the OFT has been content to take account of data supplied by the 
parties on the basis of a combined UK and Ireland market.  

40. We have also considered whether, in order to bid for contracts with largest 
customers who have a pan European presence, can manufacturers also require an 
EEA wide presence. Responses suggest that where customers have a wider than 
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UK presence they match their demand for cans through multi-sourcing strategies 
across Europe. 

41. On this basis, the relevant geographic scope for retortable food cans is considered 
to be no wider than the UK. 

NON-COORDINATED EFFECTS 
 
Two piece cans 
 
42. Table 1 below shows the parties combined share of supply in two piece cans over 

time. As a result of the merger, the number of suppliers of two piece cans has 
reduced from three to two.  

Table 1:  Shares of supply by volume of two-piece retortable open-top food cans in the 
UK and Ireland over time 
 
 1999 2000 2001 2002 2003 2004 

APS [25-30] [25-30 [25-30] [30-35] [35-40] [35-40] 
Impress [0-5] [5-10] [5-10] [0-5] [0-5] [0-5] 
combined [30-35] [30-35] [30-35] [35-40] [40-45] [40-45] 
Crown [60-65] [60-65] [65-70] [55-60] [55-60] [55-60] 
Others [0-5] [0-5] [0-5] [0-5] [0-5] [0-5] 
Volume of cans (m) [ ] [ ] [ ] [ ] [ ] [ ] 
Source: Impress estimate 

 
43. In 2003, the EC stated that competition between Crown, Impress and APS was 

intense.10  Bidding data indicates that Impress and APS have bid against each 
other in at least seven of the 14 tenders over the past five years.11  Some third 
parties contacted considered that Impress and APS were both credible bidders for 
two piece contracts in the UK. However, the parties have submitted that these 
views are based on historical facts and are not relevant to examining the future of 
the sector.  

44. Impress has argued that due to the significant cost advantages enjoyed by 
manufacturers using DWI technology,12 it has steadily been losing share and is no 
longer a credible bidder for new two piece contracts. Consequently, the parties 
contended that the merger has not resulted in the reduction of the number of 
credible bidders, i.e., there were two credible suppliers pre-merger (APS, Crown) 
and there will remain two credible suppliers post-merger (Crown and the merged 

                                         
10 Impress/CCK+CMB, Case 37.355. 
11 Although this cannot be verified due to a lack of transparency in the bidding process. 
12 As discussed earlier Crown and APS both use DWI technology. 

 9



entity). This appears to be supported by the share data, where the focus of 
competition is clearly between Crown and APS.  

45. In addition, internal documents confirm that using DRD technology has created 
difficulties for Impress in the two-piece segment showing it is more outdated and 
less cost effective.  Impress currently has only one contract to supply two piece 
cans which it stated it won by matching the DWI price. Internal documents 
indicate that when the contract was negotiated in January 2003 the price offered 
would have allowed for a total positive contribution of £[ ] (or [less than 5] per 
cent) on the contract. However, recent increases in steel price have resulted in 
the contract actually realising a negative contribution of £[ ] ([negative] per cent). 
Steel prices are forecast to continuing rising in future years, hence, Impress' 
calculations show that DRD technology would not be economically viable in 2006 
when the contract comes up for renewal. On this basis, Impress claims that they 
would not remain in the two piece segment beyond the end of the year. In order 
to acquire DWI technology and enter the two-piece segment, Impress would have 
to spend £[15-20]m on equipment and approximately £[ ]m on additional land to 
accommodate the equipment. There is third party support for the proposition that 
there is insufficient customer demand in the UK and Ireland to generate the 
volumes required to recover such initial investment costs.  

46. Overall, the evidence supports the parties' proposition that Impress' lack of DWI 
technology renders it an ineffective bidder for two piece can contracts in the UK 
in future. The weight of customer responses indicated a lack of concern about the 
merger, with several noting that DWI technology is a cheaper than DRD. One third 
party did raise concerns regarding the reduction in the number of bidders for 
future contracts, however, in light of Impress' cost disadvantage, the OFT 
believes that the reduction in credible bidders was likely to occur irrespective of 
the merger. 

47. On this basis, the merger is not considered to give rise to a substantial lessening 
of competition in two piece cans in the UK and Ireland. 

Three piece cans 
 
48. Table 2 below shows the parties combined share of supply in three piece cans 

over time. As a result of the merger, the number of suppliers of three piece cans 
has reduced from three to two.  
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Table 2:  Shares of supply by volume of three-piece retortable open-top food cans in 
the UK and Ireland over time 
 
 1999 2000 2001 2002 2003 2004 

APS [0-5] [0-5] [0-5] [5-10] [5-10] [5-10] 
Impress [30-35] [30-35] [25-30] [15-20] [15-20] [15-20] 
Combined [35-40] [35-40] [30-35] [25-30] [20-25] [25-30] 
Crown [60-65] [60-65] [65-70] [70-75] [75-80] [70-75] 
Volume of cans (m) [ ] [ ] [ ] [ ] [ ] [ ] 
Source: Impress estimate 

 
49. The parties submitted that in order to compete effectively, it was often necessary 

to be able to offer customers a full range of sizes when tendering for a contract 
and, as a result, APS would be unlikely to be considered a credible bidder for 
these contracts. This view does not appear to be supported by third parties, the 
vast majority of which indicated that they either currently multi-source, or would 
be consider doing so in the future.  

50. We now consider individual segments by diameter. For four diameter segments 
(52mm, 65mm, 83mm and 153mm) there is no overlap between the parties and 
therefore, there will be no reduction in the number of competitors present as a 
result of the merger.13  Given the ability to supply side switch between different 
diameters of three piece cans, APS could in principle currently exert a constraint 
in these segments in its capacity as a potential entrant. However, there would 
appear to be limited incentive for APS to enter new segments. Significant excess 
capacity already exists in the sector. In addition, Impress has submitted that only 
one customer contract (each) currently exists for 52mm and 83mm cans. 
Furthermore, there is no evidence to suggest that APS has considered, or is 
considering, expanding its production facilities to manufacture additional sizes of 
cans. Given these factors, the threat of potential entry by APS would appear to 
place limited constraint on existing competitors in these segments. As a result, 
the merger is not considered to give rise to a substantial lessening of competition 
in these segments, where pre-merger there were in effect only two competitors. 

51. In relation to 73mm three piece cans, APS does not currently hold any contracts 
to produce 73mm cans, but does possess the necessary facilities to bid for 
contracts the future. Therefore, the merger does not give rise to an increment to 
Impress' share of supply for 73mm three piece cans, but removes APS as a 
credible competitor for future contracts. There is strong evidence to show that 
73mm three piece can is a declining segment that faces a strong constraint from 
the growing preference for 73mm two piece cans, which benefit from cost 

                                         
13 Currently APS is not present in any of these segments and Impress does not have the 

production facilities to make 83mm three piece cans. 
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advantages. As discussed above, the level of competition in two piece 73mm will 
effectively remain unchanged as a result of the merger. Therefore, this 
competitive dynamic will continue to constrain the parties in the 73mm three 
piece segment post-merger. 

52. With respect to 99mm cans, this is the segment where the parties directly overlap 
and post-merger the number of competitors has reduced from three to two. The 
key question, therefore, is whether there are sufficient remaining constraints on 
the merged entity such that there will be no substantial lessening of competition.  

53. As Table 2 above demonstrates, Crown is the number one player in the sector, 
with a share of supply substantially more than double that of the merged entity. 
Therefore, Crown represents a significant and continuing constraint on the parties 
post-merger. In addition, with significant excess capacity currently in the sector 
and a small number of large contracts tendered by sophisticated buyers, there 
remains a strong incentive (and ability) for Crown and the merged entity to 
compete for new contracts and for customers to continue to exert countervailing 
buyer power following the merger by playing off both UK suppliers, each with 
excess capacity, against one another.  

54. With one exception, third parties did not raise any concerns regarding the 
competitive effects of the merger. Nor did they indicate that competition was not 
working effectively in the segments which are currently only served by two 
suppliers (52mm, 65mm, 83mm and 153mm). This may reflect buyer power 
exercised by the sophisticated customers in this sector.  

55. Almost 90 per cent of can sales in the UK and Ireland are made to five major 
customers. In its 2003 investigation into Crown in the UK, the EC found that 
customers could exercise buyer power in the bidding market as they knew how to 
bring down prices by playing all three firms off against each other.  

56. Customers have told us that in the past they have exercised buyer power by 
competitive tender and moving volume to suppliers with the best prices and the 
presence of multiple bidders would appear to be instrumental in this. Although 
responses suggest that the relationship between supplier and customer is an 
important one and in some cases a strong one, switching seems reasonably 
straightforward.  

57. All customers contacted considered that they possessed some degree of buyer 
power. One third party did raise concerns regarding consolidation in the market 
and the creation of a duopoly as a result of the merger. However, the remaining 
third parties who responded did not express concerns with respect to the 
reduction in the number of bidders. One third party noted that in a declining 
market for cans, all potential suppliers saw their business as very important. 
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58. Customers in this sector would appear to be sophisticated buyers, with a number 
of customers tendering contracts on a pan European basis. The parties submitted 
that customers regularly point to comparative rates bid on the Continent when 
negotiating UK contracts. Given Impress will continue to be present as a 
manufacturer on the Continent, customers may be able to leverage their buyer 
power in other parts of Europe to gain similar terms in the UK.  

59. In summary, it appears that customers do possess buyer power. Post-merger only 
two credible bidders will remain in the 99mm sector, which could reduce 
customer's ability to play supplier off one another. However, there is no 
suggestion that this is already the case in relation to those sectors where there 
are currently only two suppliers. Demand for two and three piece cans in the UK 
is characterised by a small number of very large contracts, which means that the 
loss of a single contract can have a significant impact on a supplier's turnover 
(and hence profitability). This buyer power is further enhanced by the excess 
capacity which currently already exists in the sector and an overall decline in the 
demand for cans. In light of this, and the factors outlined above, it would appear 
that Crown, the number one supplier, will continue to exert a strong competitive 
constraint and that this, together with customer's buyer power, will continue to 
exert a sufficient constraint on the parties in the 99mm sector post-merger to 
prevent a substantial lessening of competition in this segment. 

60. Overall, given the factors outlined above, the merger is not considered to give rise 
to a substantial lessening of competition in supply of three piece cans, even if 
examined on a narrow segmentation of different can diameters. 

Barriers to entry 
 
61. There has been no new entry into the sector since APS commenced operations in 

1982. Evidence gathered during the investigation points to a declining customer 
base and a significant amount of spare capacity. In light of this, it is questionable 
how attractive new entry may be. 

62. New entry or expansion into DWI technology is unlikely because there is 
insufficient customer demand in the UK and Ireland to generate the volumes 
required to recover the large initial investment costs of acquiring such technology. 
In order to acquire DWI technology and enter the two-piece segment, Impress 
would have to spend £[15-20]m on equipment and approximately £[ ]m on 
additional land to accommodate the equipment.  

63. The parties submitted that customers could sponsor suppliers to enter the UK 
through a 'wall to wall' operation. While the parties have provided examples of 
such operations abroad, no such entry has taken place in the UK. Some third 
parties indicated that they may consider sponsoring entry in the event of a price 
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rise. However, given the costs of entry and declining customer base it is unclear 
how significant the price increase would need to be before this became a viable 
option. Evidence supplied by the parties indicates that a customer sponsoring 
such investment would have to commit to a minimum of a five year contract in 
order to recover initial investment costs, making it an unlikely response to a price 
increase of 5-10 per cent.  

64. The parties submit that in response to price increases, customers may set up their 
own can production operations (this is most likely in the three-piece segment). 
Third party responses suggest that this is not likely, due to most can-filling 
customers aiming to concentrate on core business.  

65. Considering the above factors, it appears that barriers to entry are high in the 
sector and that limited incentive for entry exits. 

Efficiencies 
 
66. The parties have submitted that the merger will give rise to a number of 

efficiencies which will allow the merged entity to become a more effect 
competitor to Crown.  

67. Efficiencies are more likely to be taken into account where they impact on variable 
costs, as such cost savings are likely to be passed more directly on to customers 
in terms of lower prices. The variable cost savings do not appear to be significant 
in this case, representing approximately [ ] per cent of the sales of the merged 
entity.14  It was also unclear whether these cost savings would be passed onto 
customers. However, given that the merger is not considered to give rise to a 
substantial lessening of competition, it is not necessary to reach a conclusion on 
the efficiencies argument put forward by the parties. 

COORDINATED EFFECTS 
 
68. There are a number of features that suggest this sector might lend itself to 

coordinated effects. Retortable food cans are essentially a homogeneous product. 
There is a general excess of capacity for all firms in the sector and no indication 
of future demand growth. Barriers to entry are high. The transaction itself will 
reduce the number of competitors from three to two (at least in the supply of 
certain diameters of three piece cans).  

69. However, there is a lack of transparency in the sector that may reduce the 
likelihood of coordination. The sector is also characterised by significant fixed 
costs and large, infrequent customer contracts, which are often tendered on a pan 
European basis. These factors would tend to make it more profitable to cheat on a 

                                         
14 Total cost savings represent approximately [ ] percent of sales. 

 14



collusive arrangement and reduce the incentive to adhere to any potential 
coordinated effect. Customers also possess a degree of buyer power that is 
sufficient to destabilise any coordination. Furthermore, no concerns were raised 
by third parties during the investigation about the possibility of coordination post-
merger or about the operation of the market in segments which were effectively 
served by only two suppliers pre-merger. 

70. Considering the above factors, it would appear that a number of countervailing 
factors exist which limit the likelihood of coordinated behaviour. 

VERTICAL ISSUES 
 
71. There are no vertical issues arising from the transaction. 

THIRD PARTY VIEWS 
 
72. With the exception of one third party, the majority of respondents were 

unconcerned. The remaining third party raised concerns that in the short term the 
merger may generate benefits by increasing capability and innovation resources 
available to APS. However, they commented that the acquisition does give rise to 
a duopoly in cans. These concerns have been addressed above. 

COUNTERFACTUAL 
 
73. Impress has submitted that the relevant counterfactual for examining the merger 

is the exit of Impress from the UK market due to the fact that its Grantham plant 
is currently loss making. Impress has submitted that on this basis, any potential 
loss of competition would be as a result of its exit rather than the merger. 

74. Given that we have concluded that the merger will not give rise to a substantial 
lessening of competition (when examined against the prevailing conditions of 
competition) is was not considered necessary to reach a conclusion on whether 
the parties counterfactual was sufficiently certain to warrant its inclusion in our 
assessment. 

ASSESSMENT 
 
75. The parties overlap in the supply of can ends; speciality decorated tin plate 

containers; and two piece and three piece retortable food cans. No competition 
concerns arise in the supply of can ends or in the supply of speciality containers.   

76. In the two-piece segment the parties post merger will control [40-45] per cent 
(increment [0-5] per cent) and in the three-piece segment, [25-30] per cent 
(increment [5-10] per cent). Crown will remain the leading supplier in each of 
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these segments with [55-60] per cent and [70-75] per cent. In both instances the 
number of suppliers will be reduced from three to two. 

77. Impress has submitted that it is no longer a credible bidder for contracts in the 
two piece segment due to the significant cost advantages enjoyed by its 
competitors who benefit from using DWI technology. Evidence provided by 
Impress supports this proposition and demonstrates that in the face of rising steel 
prices, Impress will not be able to profitably bid for new contracts with its DRD 
technology. On this basis, the loss of Impress as a credible bidder for two piece 
contracts was likely to occur irrespective of the merger. 

78. In relation to three piece cans, the parties directly overlap in the supply of 99mm 
and potentially 73mm diameter cans, as APS has the facilities to produce this can 
size. The 73mm three piece can would appear to be a declining segment and 
faces a strong constraint for the growing preference for 73mm two piece cans 
(which enjoy a cost advantage). Given the level of competition imposed by two 
piece 73mm will effectively remain unchanged, this competitive dynamic will 
continue to constrain the parties post-merger. 

79. For 99mm cans the number of competitors will be reduced from three to two. 
However, customers were, with one exception, unconcerned. This is consistent 
with the view that Crown, the number one supplier, will continue to exert a strong 
competitive constraint and customers will also continue to exert countervailing 
buyer power in a sector is characterised by significant excess capacity and a small 
number of large customer contracts. Given these factors, a strong incentive exists 
for the remaining competitors to continue to compete for future contracts.  

80. Consequently, the OFT does not believe 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. 

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

section 22(1) of the Act. 
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