Competition Commission
COMESA Competition Commission Common Market for Eastern
Kang'ombe House, 5™ Floor and Southern Africa
P O. Box 30742
Lilongwe 3, Maiawi
Tel: +265 1 772 466
Email- compcom@comesacompetition.org

Case File No. CCC/MER/7/23/2023

Decision’ of the 103'¢ Meeting of the Committee Responsible
for Initial Determinations Regarding the Proposed Acquisition
of Viterra Limited by Bunge Limited

ECONOMIC SECTOR: Agriculture

13 December 2023
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of available ingredients allows animal feed producers to mix and match as they desire,
according to the availability and cost of particular components. According to the
parties, there is a very high level of substitutability across the groups of ingredients
available for use in animal feed, with only one requirement: ultimately being able to
provide the required mix of nutrients to meet the requirements of the customer and
the needs of the animal.

The parties submitted that they each supply soybean meal in the Common Market
which is highly substitutable with other NGFls. Soybean meal is primarily used in feed
for its protein content. Therefore, from a demand-side perspective, it is directly
substitutable with other feed ingredients such as cottonseed meal, groundnut meal,
sunseed meal, rapeseed meal, sesame meal, corn germ meal, corn gluten feed, sugar
beet pulp pellets, DDGS, palm kernel meal, copra meal, linseed meal and fish meal.
From a supply-side perspective, the basic crushing technology for the different feeds
is also similar.

The CID noted that further segmentation could be made according to oilseed meals,
animal meai, and pulp, having regard to the different nutritional, technical and toxicity
limits for different animal groups, which reduces the interchangeability of the various
components of feedstuff. Within the oilseed meal market, it is noted that soybean meal
is the meal that has the highest protein content of all NGFI meals (at 44-50% as
opposed to rapeseed or sunflower meal at 28-38%)' and thus constitutes an
indispensable ingredient for producing feed'. In Bunge/ European Oilseed
Processing Facifities," the EC’s market investigation unanimously indicated that
soybean meal is not entirely substitutable with other NGFI, noting that for certain
animals such as poultry, lamb and young ruminants require a higher average protein
content of the meal needs of above 40%, which is technically only achievable if some
soybean meal is present; and that a minimum of 25% of the oilseed meal needs at all
times to be soybean based.

Bunge supplied |G ¢ o~ I ¢ to end-users located in the

Common Market over the 2022 financial year. Viterra supplied [N

BN B :ndior I ? to end-

users located in the Common Market over the 2022 financial year.

15 EC Case M.8199 - BUNGE / EUROPEAN OILSEED PROCESSING FACILITIES, paragraph 13.

6 EC Case No COMP/M.4042 - TOEPFER / INVIVO / SOULES, paragraph 18.

7 EC Case M.8199 - BUNGE / EURCPEAN OILSEED PROCESSING FAC[LITIES paragraphs 13-14.
'8 Information claimed as confdential by Bunge. S . _

9 Information claimed as confidential by Bunge.

20 |Information claimed as confidential by Viterra.
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Table 5: Bunge and Viterra countries of origination — NGFI (FY2022) *
Party Vegetable oil type Country of origin
Bunge

Viterra

Neither of the merging parties have any processing activities or own any industrial
assets (including plants) in the Common Market. Their sales activities in the Common
Market are therefore conducted on an import basis. Certain products supplied into the
Common Market by the merging parties are procured from countries outside of the
Common Market. Indeed, Bunge sourced crops from farmers outside the Common
Market in 2022 and the merging parties did not overlap as regards origination in the
Common Market. As such, there can be a considerable distance between where
products originate from and are ultimately supplied to. In addition, the merging parties
do not own or operate any overlapping storage facilities or transport assets in the
Member States.

In view of the foregoing, the CID was satisfied that the relevant markets are at least
COMESA-wide, and possibly global in scope.
Conclusion on Relevant Markets

Based on the foregoing assessment, and without prejudice to the CID’s approach in
similar future cases, the relevant markets in the Common Market have been identified
as:

i. the marketing of grains,
i, the marketing of oilseeds,

iii. the marketing of vegetable oils (and narrower market for the supply of
sunflower and palm oils), and

v, the marketing of NGFI {(with potential segmentation for soybean meal).

Market Shares and Concentration

The merging parties submitted their market shares for the marketing of grains,
oilseeds, NGFI, and vegetable oils in the Common Market as per Table 6 below:

2 |nformation claimed as confidential by the merging parties.
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such as AAK AB, Fuji Qil Co. Ltd, Wilmar International and many others that could
easily supply customers in Tunisia. The merging parties submitted that they only have
import data regarding competitor activity and are not aware of a verified public source
of information for competitor sales in Tunisia and therefore only provided their own
share estimates in Table 8 below. The figures confirmed the relatively insignificant
market position of the merging parties at national level.

Table 8: The marketing of vegetable oils: Tunisia (FY 2022) %

Company Market Share (%)
Viterra [0-5]%
Bunge [0-5]%
Others [90-100]%

With regard to the NGFI markets, it is recalled that a potential submarket for soybean
meals was identified. The parties submitted that Bunge had an estimated share of
supply of [0-5]%° for the supply of soybean oilseed meals to end-users in the
Common Market over the 2022 financial year (based on all oilseed meals consumed
in the Common Market), while Viterra had an estimated share of supply of [0-5]%% for
the supply of soybean oilseed meals to end-users in the Common Market over the
2022 financial year (based on all oilseed meals). The transaction would thus result in
a market share accretion of less than [0-5]%°", with a combined market share of less
than [0-5]%% for the merging parties.

As noted earfier, within the Common Market, the merging parties are not active in the
origination market. Nonetheless, given the global structure of the origination market
which may impact the downstream markets in the Common Market, the CID also
considers the merging parties’ strength in the origination market. The merging parties
submitted that their combined shares remain low for the origination of grains and
oilseeds at a global level (combined share of approximately [0-5]%% in grains and
approximately [10-20]%% in oilseeds). According to the parties, there are hundreds of
traders/processors, ranging from multinational players lke COFCO, ADM, CHS,
Cargill, Wilmar and LDC to more regional players such as Seaboard (which focuses
on Africa and South America), Olam (with its strong presence, including a miiling
facility, in Africa), and Export Trading Group (with origination assets across Africa),
and SoyVen (an independent joint venture established by ADM and Cargill with a
crush facility focused on Egyptian customers).

% |nformation claimed as confidential by the merging parties.
2 Information claimed as confidential by Bunge.

%0 Information claimed as confidential by Viterra,

3 |nformation claimed as confidential by the merging parties.
% |nformation claimed as confidential by the merging parties.
% Information claimed as confidential by the merging pariies.
3 |nformation claimed as confidential by the merging parties.
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The CID noted that while the products being sold do not require any specific know-
how, intellectual property, advertising/promotion, at the level of the supply chain where
the merging parties operate, sufficient capital is required to secure future supplies,
warehousing, shipping, and logistics issues. If was also noted that the industry is
generally characterized by some degree of vertical integration and scale economies
which may make it more difficult for new entrants to compete effectively.

Considering the relatively insignificant market position of the merging parties within
the Common Market and noting the presence of global competitors that will remain on
the market post-merger, the CID considered that it was unlikely that the transaction
would result in unilateral effects as customers would have effective and bigger players
to whom to turn to if the merging parties were to engage in anti-competitive behaviour.

It is noted that the relevant markets are characterised by a large number of players
with different market shares. Having regard to the small market position of the merging
parties, it was unlikely that the transaction could contribute to increasing incentives to
collude or facilitate collusive behaviour with the remaining market players.

Consideration of Third Party Views

The CID considered submissions from the national competition authorities of DRC,
Egypt, Ethiopia, Kenya, and Mauritius, which confirmed that the transaction was not
likely to raise competition concerns in the foreseeable future post-merger. This is
consistent with the CID's findings, as discussed above.

The above notwithstanding, the CID noted that the agricultural sector represents a
sensitive and critical sector for the sustainable development of the Common Market,
in particular having regard to recent spikes in global food prices which has affected
the Common Market and Africa disproportionately. The CID was concerned that there
have been gradual consolidations in the recent past along the value chain at global
level may in the future create unfavourable or unfair trading conditions which may
negatively impact consumers within the Common Market. The CID, thus, directed the
Commission to conduct thorough and regutar monitoring of mergers and other market
practices that may result in anti-competitive effects along the different levels of the
supply chain within the agricultural sector.

The CID further observed a general lack of storage facilities for agricultural products
in the Common Market, which can impact on the security and fairness of access to
these products in the Common Market. The CID, therefore, implored global players
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