A world looking to consolidate

The three short news stories below consider three distinct industries, all of which are seeing some of their major players attempting to consolidate their market positions. 

Air travel

Consolidation in the European airline industry continues, as Air France seeks to reach agreement with Dutch airline, KLM. Although a full merger is ruled out, Air France is set to purchase four fifths of KLM, for an estimated €784 million. The creation of a new jointly-owned company will see the KLM brand survive, operating as a Dutch-based subsidiary. The new airline would, as measured by sales, be the world's largest, and Air France will come to dominate two of the four long-haul hubs in Europe.

This may prove to be a significant move, given that talks between the USA and the EU over the liberalisation of air travel between the two regions are due to start this month (October 2003). It is expected that rules regarding national ownership and cross-border mergers will be relaxed, which would certainly place Air France in a strong position to benefit from a deregulated market in transatlantic air travel.

UK supermarkets

On September 26, the UK government ruled that none of the three leading supermarket chains in the UK would be allowed to bid for rival Safeway. This left the UK’s fifth biggest supermarket retailer, Wm Morrison, unopposed to make its bid, subject to selling a specified 53 of Safeway’s 481 stores. With the takeover of Safeway, Morrison’s would control approximately one fifth of the UK grocery retailing market, a similar share to that of both Asda and Sainsbury.

The government's ruling followed a report from the Competition Commission and advice from the Office of Fair Trading.

Oil industry

On the global oil market, ExxonMobil, the world’s largest oil and gas company, is set to strengthen its position as market leader by purchasing a 40 per cent stake in Yukos, Russia’s premier oil company and the world’s eleventh largest producer. The cost to Exxon for such a venture is estimated to be in the region of $25 billion. (See reports in the Telegraph, Times Online and the Guardian)
A wider issue concerning Exxon’s purchase is Russia's apparent willingness to allow foreign companies to gain significant control over its natural resources, which up until now had been fiercely protected against outside foreign interests. Commentators anticipate that Exxon’s rivals, such as BP and ChevronTexaco will now look to Exxon's lead and seek to enter the Russian market.
