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It is a pleasure to be here today. Breakfast is
little early in the day
for nost people for a discussion about nerger policy
and antitrust, so | appreciate your efforts to be here.
Il will try to keep this as painless as possible by
tal king for just a few m nutes about the extent and
nature of the current nerger wave, and the chall enges
It presents for those of us involved in the nerger

review programat the Antitrust Division.

W are indeed in the mdst of a significant nerger
wave -- both in aggregate terns and wthin the
particular industries in which the D vision often has

merger review responsibilities:

° On an econony-w de basis, the nunber of announced
transacti ons valued at over $1 million in the first
hal f of 1995 junped 22 percent over the first half
of 1994. The val ue of such transactions junped 61

percent, to $122.8 billion.

° According to one industry CEQ, there has been nore
nmerger activity in the electric power industry over
the last 12 nonths than there has been over the

previ ous 15 years.



° In the banking area, so far this year, nergers
valued at a record $37.2 billion have been
announced. The previous record was $24 billion,

for the entire year 1991.

° Mergers in the information-technol ogy industry
junped 76 percent in the first half of 1995, and
their value junped 53 percent. Transactions in

software products and services rose 54 percent.

There are simlar stories in the nedia, health
care, and other industries. Follow ng the recent
proposed sal e of Magnavox El ectronic Systens, nany
anal ysts are predicting increased acquisition activity
In the defense electronics industry, as well.

The reasons for this increased nerger activity are
NUIer ous:

° One factor is deregulation -- that is certainly a
factor in the electric utility and banki ng

I ndustries, where geographic limts on expansion

are being rel axed by regul at ors.



° Technol ogi cal advances in sone industries have
I ncreased firnms' mninumefficient scale, or
created conplenentarities that can be best
exploited through nergers. Sone firns are said to

wi sh to control the neans of product distribution.

° Hi gh and conparatively stable stock prices may be

| owering the costs of acquisitions.

o I ndustries facing increased conpetition from
abroad, or conpetition from adjacent product
markets, are feeling increasing pressure to | ower
costs. This is certainly the case in the banking
I ndustry, where conpetition from non-banks is

I nt ensi fyi ng.

° There is al so sone ganesnanshi p going on, as well,
as md-sized players try to "bulk up" to avoid

bei ng acqui r ed.

These factors suggest that nost nergers are
designed to capture efficiencies, which can be expected
to | ower costs, |lower prices and inprove products for
consuners. Such nergers are good, and ought to be

allowed to proceed. O her nergers may rai se antitrust



concerns, of course, warranting exam nation by the

Di vi sion and the FTC.

Wth all of this activity, we nay see even nore
nergers shortly in the tel ecommuni cati ons industry, as
a result of enactnent of the tel ecomrunications
| egi sl ati on now pending in Congress. The House bill,

i n particular, would encourage nerger activity by
lifting current FCClimts on the nunber of TV and
radio stations a single owner may hold, both locally
and on a nationw de basis; and abolish various nedia
cross-ownership rules, such as the rules prohibiting a
single entity fromowning both a TV and a radi o station
in a given local market, both a TV station and a
newspaper, or both a TV station and a cabl e system

The bill would also relax restrictions on Bell
Operating Conpany entry into | ong distance and

manuf acturing, which may of course lead to their entry
via acquisitions. The President has threatened to veto
this bill, citing sonme of these provisions anong

ot hers.

As you woul d expect, this increase in nerger
activity has transl ated

into i ncreased work at the D vision:



° The nunber of transactions reported to us under the
Hart - Scott-Rodi no Act has junped from 2,301 in
fiscal year 1994 to 2,815 in 1995 -- an increase of
over 500 transactions, continuing the steady

grom h of HSR-reported transactions since 1991.

° The nunber of nerger investigations opened has
i ncreased from 105 in fiscal year 1994 to 133 in
1995, the highest nunber of nerger investigations
i n a decade.

° Second requests increased from30 to 37, the
hi ghest since 1987.

° Finally, the Division wll screen over 1,900 bank
merger transactions in fiscal year 1995, and

furnish around 1,500 conpetitive reports to bank

regul atory agenci es.

We are proud of the results we have achieved in
fiscal year 1995. Qur approach is a surgical one
designed to focus only on the anticonpetitive aspects
of troubl esone transactions. W filed fornal

chall enges to a total of nine nmergers in court in



fiscal year 1995. W won one at trial, a case

I nvol ving the conbination of the only two |ocal daily
newspapers in the Fayetteville, Arkansas netropolitan
area.’ One transaction was withdrawn by the parties
after the filing of the conplaint; six others were
settled with consent orders that blocked only the
anticonpetitive aspects of the transaction, permtting
the rest of the transaction to go forward. One case is
still inlitigation -- that is our challenge to

Engel hard Corporation's acquisition of the attapulgite
clay mning and processing assets of Floridin
Corporation.? Seven additional transactions were
restructured as a result of the Dvision's

I nvestigation, but before the filing of a fornmal

conpl ai nt.

It's not just that the nunbers and the average size
of nmergers are up. The nergers we are seeing today are
of a fundanentally different nature, as conpared with
past nerger waves. Mergers today tend to be strategic

nergers that involve horizontal conpetitors, or firns

nity Publishers, Inc. v. Donrey Corp., 892 F. Supp.
1146 (m/D AR 199 5)
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wth a direct vertical relationship that are desi gned
to better position conpanies to conpete in their
markets -- rather than a congl onerate nerger or one
driven by nerely financial considerations. Wile these
types of strategic nergers have the potential in many
cases to inprove efficiency and | ower costs and prices,

they are also nore likely to present antitrust issues.

I ncreasingly, our nergers involve international
pl ayers, and dynam c industries that are advancing
technologically. An exanple is Sprint Corporation's
new rel ationship with France Tel ecom and Deut che
Tel ecom which we chal |l enged and settled with a consent
decree designed to guarantee continued access of U. S.
| ong di stance carriers to the French and Gernan

t el ecommuni cati ons mar ket s.

This trend is matched by a grow ng sophi stication
in merger analysis. For all of these reasons, nergers
are nore difficult and resource-intensive to anal yze.
W nust spend nore tinme and resources than we did
before in clearing transactions that we decide not to

chal l enge, as well as nore tine in anal yzing and



preparing to challenge the ones that we do decide are

anti conpetitive.

The increasing conplexity of nerger anal ysis has
| nposed costs on the parties, as well. The standard
second request issued by the Division and the FTC does
call for a fair amount of information, although we and
the FTC took steps |ast March to harnoni ze our second

request and reduce burdens.

In general, the Departnent has attenpted to reduce
t he burdens on private parties -- as well as to
conserve our own resources -- to the extent possible
consistent with our nerger enforcenment mssion. W
have sought to increase the involvenent of the
Division's Front Ofice in nerger reviews, with a goal
of making early decisions on policy issues. W have
enphasi zed the i nportance of early closing of
I nvestigations that we think are unlikely to reduce
conpetition. W have attenpted to prioritize and focus
I nvestigations. Al of these efforts have reduced the

burden of nerger enforcenent.

The Departnent has al so engaged in a program of

I ncreased training to i nprove staff proficiency, to



ensure uniformty of standards across different staffs
and sections, and to maintain the high degree of

prof essi onali sm preval ent at the Departnent.

Finally, the Departnent has increased cooperation
wth State authorities. This increased cooperation has
reduced governnment and private burdens, brought greater
uniformty to antitrust enforcenent, and provi ded one-
stop antitrust shopping for the business community in

SOoMe cases.

Wil e the Departnent has acconplished nuch, there
Is still nore that can be done. W are working closely
W th bar associations and busi ness groups, the National
Associ ation of Attorneys CGeneral, and our Congressional
oversight commttees to i nprove our nerger program

Wth this help, we are optimstic for the year ahead.



