
 

 

 
 
 

 
COMPLETED ACQUISITION BY GENERAL ELECTRIC COMPANY OF AGFA-N.V’S NON-
DESTRUCTIVE TESTING BUSINESS 

 
The OFT’s decision on reference under section 22 given on 12 January 2003 
 
 
 
PARTIES 
 
1. General Electric Company (GE) is a diversified industrial corporation active in a 

variety of fields such as aircraft engines, power systems, medical systems and 
financial services.  GE is active in the non-destructive testing (NDT) business 
through Panametrics. 

 
2. AGFA-N.V’s non-destructive testing business (AGFA NDT) is part of AGFA 

Gevaert NV.  It develops, produces and distributes a wide range of analogue and 
digital testing equipment designed to test all types of materials without deforming 
or damaging them.  AGFA NDT sells ultrasonic products including portable and 
stationary flaw detectors, thickness gauges, hardness testers and testing systems 
for industrial applications under the Krautkramer and StressTel brand names.  
AGFA NDT’s UK turnover for 2002 was approx. []1.   

 
TRANSACTION 
 
3. GE through its wholly-owned subsidiary GE Aircraft Engines (GEAE) acquired on 

31 December 2003 all of the assets and operations of AGFA’s non-destructive 
testing business. 

 
4. The transaction was notified by GE on 25 March 2003.  The administrative 

deadline is 26 January 2004. 
 
JURISDICTION 
 
5. As a result of this transaction GE and AGFA NDT have ceased to be distinct.  The 

parties overlap in the supply of non-destructive testing equipment and the share of 
supply test in section 23 of the Enterprise Act 2002 (the Act) is met.  A relevant 
merger situation has been created. 

 
BACKGROUND 
 
6. In April 2003, seven member states made a request under Article 22 of the EC 

Merger Regulation (ECMR) to refer the merger to the European Commission for 
consideration under the ECMR.  The European Commission accepted the requests 
having found that they met with the requirements laid down in Article 22(3) 
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ECMR.   The UK did not join the request since the OFT had insufficient 
information in the run up to the deadline for doing so, to believe that the merger 
would threaten to create or strengthen a dominant position as a result of which 
effective competition would be significantly impeded within the UK and would 
affect trade between Member States.   

 
7. The European Commission during its investigation identified competition concerns 

arising from the merger.  GE proposed, by way of remedy, to remove these 
competition concerns through the divestment of the ultrasonic NDT business of its 
subsidiary Panametrics to an up-front buyer, R/D Tech.  This took place on 31 
December 2003 following GE’s acquisition of AGFA NDT. 

 
RELEVANT MARKET 
 
Product market 
 
8. Non-destructive testing (NDT) equipment is used for the examination of materials 

and components where the test piece is not destroyed.  NDT instruments are used 
to test for quality, safety and reliability and maintenance of a variety of materials, 
products and components. 

 
9. The parties overlap in the supply of ultra sound (ULS) testing equipment.  The 

parties submit that ULS test methods are not interchangeable with other test 
methods used for non-destructive materials testing, for example x-ray testing, 
eddy current testing etc.  This has been confirmed by third parties.  

 
10. The ULS testing industry can be segmented in several ways, these are discussed 

below. 
 
Product segmentation 
 
11. The parties submit that there are three relevant product markets within ULS 

testing:  
• Portable (ULS) testing devices, which are handheld devices.  These include 

thickness gauges, corrosion gauges, hardness testers and flaw detectors and 
are suitable for mobile or field testing.  As there are no significant price 
differences for these different instruments, European customers often opt for 
the most versatile instrument. 

• Stationary (ULS) testing systems are stationary inspection systems for both 
production and laboratory installations, and can be custom made. 

• Transducers are devices that convert the electrical signals produced by the 
testing devices into ultrasonic waves and then back into electrical signals.  
These are used in conjunction with ULS NDT equipment to measure acoustic 
properties, specifically parameters of thickness, flaws and hardness. 

 
12. On the demand side, portable devices and stationary systems are not 

substitutable.  They differ in areas of application, price, delivery lead times, sales 
channels and buyer behaviour.  Third parties concur that the two are not 
substitutable. 

 
13. On the supply side, there is limited scope for substitution.  Only a very few 

modules, if any, of portable ULS testing devices can be used in stationary ULS 



 

 

17. All of Panametrics NDT products are manufactured in the US and imported into 
Europe, where distribution takes place through a mixture of direct sales and sales 
via distributors.  AGFA NDT manufactures its products in Germany, France and 
the UK and makes direct sales as well as sales via distributors.  All products sold 
by the parties meet common standards such as the European CE standard. 

testing systems.  The parties, however, submit that any manufacturer with the 
technology can build any of these portable and stationary devices as well as 
transducers, in particular by using contract manufacturing. 

 
14. The parties also submit that transducers comprise a separate market from devices 

and systems.  Firstly, they have a considerably shorter product life than portable 
devices, which has led to them being sold separately.  Secondly, transducers 
range in price from US$65 to several hundred dollars, whereas portable devices 
are in the thousands of dollars range.  The parties submit that due to the relatively 
low prices of transducers, they are often bought in batches ready to replace the 
transducer that came with the original equipment.  They also perform a separate 
function to that of portable and stationary ULS equipment. 

 
Industry segmentation 
 
15. ULS testing equipment is used by a wide range of industries such as the 

aerospace, petrochemicals, and shipbuilding industries.  However, the parties 
submit that there are no substantial differences in the type of demand across 
industries, thus suppliers who currently focus on a particular industry could 
expand to supply others.  Third parties have generally concurred with this 
assessment, but they do believe that there are some differences in the 
requirements for certain industries such as the nuclear and aerospace industries. 

 
Geographic market 
 
16. The parties submit that the geographic scope for the ULS NDT industry is at least 

EU-wide and consider that it may even be world-wide.  This is because 
manufacturers have tended to centralise R&D activities and manufacture products 
from relatively few locations. 

 

 
18. Both Panametrics and AGFA NDT have a single list price for their distributors 

worldwide.  This does not, however, indicate that actual prices world-wide are 
similar, due to the scope for discounts and the possibility of differing costs. 

 
19. The parties have been unable to provide the Office with specific levels of imports 

into and exports from the UK, however the parties have estimated that imports 
account for between 50-75 per cent of sales in each of the three segments.  The 
parties also estimate that transport costs are around [less than 5] per cent2 of the 
list price of ULS portable equipment and transducers and [less than 10] per cent3 
of stationary equipment prices. 

 

                                         
2 Actual figures replaced by a range at the parties’ request for reasons of commercial 
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3 See note 2. 



 

 

20. Third parties agree that the geographic scope is at least European wide and that 
competitors export a high proportion of their products worldwide.  However, in 
the circumstances of this case it has not proved necessary to conclude on the 
precise scope of the geographic market. 

 
HORIZONTAL ISSUES 
 
Shares of Supply 
 
21. At the time of completion, the parties had a combined share of supply of [35-45] 

per cent4 of the European portable ULS testing device segment and in the UK a 
combined share of [25-35] per cent5.  In Europe they had []6 times the sales of 
their next largest competitor, whilst all other players in the segment had 5 per 
cent or less.  The HHI indicates a moderately concentrated industry with a 
significant increment.   

 
22. Within the EEA, the transducer segment is equally concentrated and the parties 

had a combined share of supply of [35-45] per cent7 and [25-35] per cent8 in the 
UK.  However, the parties estimate that 50 per cent of replacement transducers 
for Panametric’s devices are manufactured by other market players. 

 
23. The stationary segment is far less concentrated and the parties had a much lower 

combined share of supply, at [20-30] per cent9 for the EEA and [15-25] per cent10 
for the UK. 

 
Barriers to entry and expansion 
 
24. The parties submit that market entry is relatively easy, as demonstrated by the 

emergence of a number of companies formed by engineers leaving similar 
companies to form their own. 

 
25. The parties estimate that a company with existing manufacturing and logistics 

capabilities, which could be utilised, would require approximately 6-9 months to 
train a distributor to sell ULS NDT products.  The cost of expanding into the EU by 
way of establishing a distribution system would be approximately EUR 800,000 
for the first year.  The cost involved for a completely new entrant would be 
around EUR 1.1 million, with costs per year for promotion, training, advertising 
and servicing in the range of EUR 300,000.  These entry costs are aimed at 
capturing up to 30 per cent of the EU market, where the market is worth EUR 
120m. 

 
26. However, the industry has a large number of small firms but only a very few major 

players, which may indicate that whilst entry is possible on a smaller scale, there 
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are barriers to expansion.  The parties suggest that the failure of smaller 
companies to expand is partly due to the industry focus on customer driven 
innovation.  As a result companies devote their resources to responding to the 
needs of a small number of customers that fall within the niche of NDT to which 
they supply.  These niches do not always bring the returns required in order to 
expand, and so many smaller companies instead prefer to develop their niche.  
Third parties have suggested that reputation is crucial: the NDT product is used to 
test products for flaws and so must be considered to be highly effective at that 
job. 

 
Buyer power 
 
27. Whilst switching transducers is easy, this is not the case for devices and systems.  

Devices sold by suppliers differ with regard to display technology, user interface 
technique, input devices, PC technology, etc.  There is a small cost associated 
with the time required for switching and training a user to operate a new device.  
However, the parties submit that since manufacturers provide training for using 
their devices, such switching costs are minimised for the customer.  Not all third 
parties agree, one commented that it could take several years to switch suppliers.  
Switching stationary systems tends to occur when an entire stationary unit is 
updated, and so costs would be incurred irrespective of the manufacturer chosen. 

 
28. Some customers have commented that they do not have any buyer power and are 

not currently in a position to negotiate discounts with their suppliers.  Given the 
possible difficulties in switching for devices and systems, significant 
countervailing buyer power does not appear to exist. 

 
VERTICAL ISSUES 
 
29. Third parties raised concerns regarding the vertical links between GE as a 

customer of NDT products and as a supplier of them.  Third parties believe that 
GE is one of the largest users of NDT products and one of the very few 
companies which specifies and approves NDT instruments.  Third parties were 
concerned that if GE controlled both Panametrics and AGFA NDT, it would have 
the ability to block other NDT competitors from entering both the large aircraft 
engine inspection business and the global turbine business. 

 
30. The parties, however, have argued that they have no incentive to foreclose the 

supply of NDT products to downstream competitors.  This is because GE sources 
a relatively small amount of NDT products each year.  Within the EU for GE 
Aircraft Engines (GEAE) and GE Power Systems (GEPS) the amount that these 
subsidiaries purchase equates to less than 1 per cent of the EEA-wide market for 
NDT products.  GE estimates that nearly all of AGFA’s NDT sales are to 
customers other than GE.  The parties therefore submit that any attempt to 
foreclose rivals would lead to customers switching to alternative suppliers and 
loss of substantial sales. 

 
31. The parties also submit that within GE, for standard NDT equipment, the approval 

process is internal and the only consideration is budgetary.  For NDT equipment 
that is to be used for a specified process of test, a dedicated GE department will 
send out a tender to a number of suppliers, asking for an equipment specification 
to provide a testing solution to a process.  Once the initial selection has been 



 

 

made, approved equipment can be purchased as required by GE.  The approval list 
remains open and GE receives between 3-5 applications per year for approval.  If 
the equipment offered meets the specification required, it is added to the list of 
approved vendor equipment. 

 
32. Third parties were also concerned that GE could require its suppliers to use GE 

approved NDT equipment to check the quality of their supplies.  However, it 
would appear that this strategy is already feasible, but that GE has chosen not to 
pursue it. 

 
THIRD PARTY VIEWS 
 
33. Third party views were mixed, with competitors having the most concerns.  These 

included that the merged party would, if divestment had not occurred, own the 
two best known brands, that GE would be able to foreclose the market to 
competitors by not approving their instruments so they would be unable to supply 
other GE subsidiaries, and that new entrants would find it more difficult to enter 
the market post-merger. 

 
ASSESSMENT 
 
34. The parties’ overlapped in the supply of non-destructive testing equipment.  Post-

merger, the parties had high shares of supply of the European portable ULS 
testing device and transducer segments.  Third parties have commented that the 
parties are each others’ closest competitors.  Barriers to entry on a smaller scale 
do not appear to be insurmountable, but there do appear to be barriers to 
expansion to a scale similar to the parties and there does not appear to be any 
significant level of countervailing buyer power.   

 
35. Following the Article 22 requests, the European Commission has investigated this 

merger.  The Commission’s review highlighted serious concerns in the market for 
portable ultrasound NDT devices.  GE offered to divest the ultrasound NDT 
business of its subsidiary Panametrics.  This divestment effectively removes the 
overlap between the two parties, ensuring that there would be no substantial 
lessening of competition resulting from the merger.  Although GE’s share of 
supply has increased post-merger, given the small proportion of NDT sales that GE 
companies purchase, this growth in share is unlikely to lead to any vertical 
concerns. 

 
36. It should also be noted that the divestment of Panametrics to RD Tech would not 

qualify as a separate UK merger. 
 
37. Given the divestment remedy accepted by the European Commission and which 

has already been implemented, the OFT does not therefore believe that there is a 
significant prospect that the merger would substantially lessen competition within 
a market or markets in the United Kingdom for goods or services.  Nor does it 
believe that there is a credible alternative view that the merger might substantially 
less competition.   

 
 
 
 



 

 

DECISION 

38. This merger will therefore not be referred to the Competition Commission under 
section 22(1) of the Act. 

 
 
 


