





active chemical ingredients that kill or inhibit the growth of certain types of organisms that cause
disease. Such fungicides are essential to economic production of crops and have no economic
substitutes.

8. The United Statesis arelevant geographic areain which to analyze the effects of
the merger. United States law requires that herbicides and fungicides undergo a rigorous
registration process with the U.S. Environmental Protection Agency (“EPA”) before they may be
used or sold in this country. Other countries have similar registration requirements. The
patchwork of regulatory regimes creates national markets.

V. STRUCTURE OF THE MARKETS
Corn Herbicides

9. The market for pre-emergence grass herbicides for use on corn is highly
concentrated, as measured by the Herfindahl-Hirschman Index (“ HHI” ) and other measures of
concentration. United States sales of corn herbicides for pre-emergent control of grasses were
more than $770 million in 1999. Novartisis the leading developer, manufacturer and seller of
corn herbicides for pre-emergent control of grasses in the United States with a share of about 50
percent of sales. Zeneca has approximately 15 percent of the market. The proposed merger
would increase concentration, as measured by the HHI, by nearly 1400 points to over 4600.

10.  The pre-emergence grass herbicides used by growers of corn belong predominantly
to aclass of chemicals known as acetanilides. Herbicides based on one of three active ingredients
from this group of chemicals, metolachlor, acetochlor, and dimethenamid, account for nearly all
sales. Novartis metolachlor herbicides, sold under the brands Dual and Bicep, are the leading
products in the market.

11. Herbicides containing the active ingredient acetochlor are the second best selling
products in the market, as well as the second choice for most growers who use Novartis
metolachlor herbicides. Zeneca and Monsanto Company (now known as Pharmacia Corporation)
both sell acetochlor herbicides, with al of the active ingredient produced at a Monsanto facility in
Muscatine, lowa, pursuant to a production and registration joint venture between Zeneca and
Monsanto. Zeneca s acetochlor herbicides are sold under the brands Fultime, Surpass,
Doubleplay, and TopNotch. Taken together, acetanilide herbicides sold by Novartis, Zeneca, and
Monsanto account for nearly 90% of sales.

Fungicides
12. Novartis and Zeneca are the leading sellers of fungicides in the U.S. market, and
account for a combined total of approximately 40% of yearly fungicide sales. Typically, for a
given crop, there are only 2 or 3 significant sellers of fungicides. In cereals, peanuts, potatoes,
rice, and turf, sales by the top 2 or 3 fungicide sellers range from nearly 70% to more than 90% of
all sales. Invegetables, sales by the top 5 sellers account for approximately 70% of all sales.

13. Novartis primary foliar fungicide products are based on the active ingredients
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Corn Herbicides

a eliminate Zeneca and Novartis as substantial, independent competitors;

b. eliminate actual, direct, and substantial competition between Zeneca and Novartis;

C. reduce innovation competition among researchers and developers of pre-
emergence grass herbicides for use on corn, including the reduction in, delay of, or
redirection of research and development projects;

d. increase the level of concentration in the relevant market;

e increase barriers to entry into the relevant market;

f. increase the merged firm’s ability to exercise market power unilateraly by
combining two of the three closest substitutes in the market;

0. increase the likelihood and degree of coordinated interaction between or among
competitors in the market;

Fungicides

h. eliminate Zeneca and Novartis as substantial, independent competitors;

I. eliminate actual, direct, and substantial competition between Zeneca and Novartis;

J- reduce innovation competition among researchers and developers of foliar
fungicides, including the reduction in, delay of, or redirection of research and
development projects;

k. increase the level of concentration in the relevant markets;

l. increase barriers to entry into the relevant markets,

m. increase the merged firm’s ability to exercise market power unilateraly by
combining two of the three closest substitutes in the markets; and

n. increase the likelihood and degree of coordinated interaction between or among

competitors in the markets.

VIIlI. VIOLATIONSCHARGED

20.

The merger agreement described in Paragraph 5 constitutes a violation of Section

5of the FTC Act, 15 U.S.C. § 45.

21.

The merger, if consummated, would constitute a violation of Section 5 of the FTC
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Act, 15 U.S.C. § 45, and Section 7 of the Clayton Act, 15 U.S.C. § 18.

WHEREFORE, THE PREMISES CONSIDERED, the Federa Trade Commission on this
first day of November, 2000, issuesits complaint against said Respondents.

By the Commission.

Dondd S. Clark
Secretary



