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Blanch, Belinda

From: Steve Lugge 
Sent: Monday, 7 September 2015 1:23 PM
To: Adjudication
Cc:
Subject: TRIM: Notification of Exclusive Dealing N98399 & N98400 granted in favour of Gerard 

Lighting Pty Limited

Follow Up Flag: Follow up
Flag Status: Completed

Categories: Submission
HP TRIM Record Number: D15/135662

Dear Dr Chadwick, 

 

I have just been made aware of Notification of Exclusive Dealing N98399 & N98400 granted in favour of Gerard 

Lighting Pty Limited (Gerard) and the exclusive distribution deal between it and CMP Controls Pty Limited (CMP) for 

Magnetic lighting control products. 

 

As a director of the Elpower group of companies www.elpower.com.au (Elpower), a party that will be significantly 

affected by this proposed deal, I felt it very important that your decision to approve or disallow this deal should take 

account of more facts than those presently before you.  
 
Elpower has nearly 20 years of history distributing the product the subject of the Notification for, initially, Tridonic 

and subsequently CMP (CMP bought the Tridonic Magnetic lighting control business in 2013). 

 

In essence I feel very strongly that if the protection of the exclusive dealing arrangement between CMP and Gerard 

Lighting is maintained, there will be a substantial lessening of competition in this particular market resulting in a 

detriment to the public.  

 

Adopting the paragraph number in the Notification, I make the following comments: 

 

1.       Applicant 

 

•       Gerard and Elpower are major competitors of one another in the wholesale/reseller market for 

magnetic control gear. I estimate Gerard represents around 40% market share (selling mainly CMP 

gear) and Elpower also at about 40% of the market selling only CMP gear. Vossloh Schwabe and 

other smaller participants make up the remaining 20% 

 

•         The Australian magnetic lighting control market value today in my estimate is worth around $8-

10M. 

 

•       CMP purchased the Australian magnetic manufacturing division of Tridonic in late 2013. At that time 

Tridonic (now CMP) manufactured approximately 80% of the magnetic lighting control for the 

Australian market– that market share would remain about the same today, but the market value has 

shrunk due to the transition to LED lighting. 

 

•       In July 2015 CMP acquired Tridonic NZ’s manufacturing business which supplies magnetic lighting 

control (constant wattage) to the Australian market as well as other non-lighting products. Of all the 

lighting control products produced by this plant, Elpower would buy, via CMP, around 60-70% of the 

output for resale to the Australian OEM market.  

 

2.       Notified arrangement 
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•       The arrangement between Gerard and CMP is likely to boost Gerard’s share of the magnetic control 

gear wholesale/reseller market in Australia from 40% to around 80%. That will have the effect of 

eliminating, or, at best, damaging Elpower as a meaningful participant in that market.  

 

•         With an estimated 80% of the market, it is open to Gerard to misuse its market power (even 

inadvertently) because they will be unconstrained by competitive pressure from Elpower and, most 

likely, the other market participants. Almost immediately, it is most likely that wholesale and retail 

customers will lose any means of getting a competitive price on the market leading product. 

 

•       Elpower via Eltad Pty Ltd and Atcom Distributors resells CMP into the OEM market. Through this 

arrangement, Elpower has, in my estimate, around 30% market share for these products. I estimate 

that CMP has about 40% of this market by selling directly to OEMs and others sharing less than 30%. 

 

•         The arrangement the subject of the Notification means that CMP may no longer sell to Elpower and 

CMP will likely control around 70% of the OEM market. 

 

3.       Persons affected by Contract 

 

•        All Australian OEM’s, wholesalers and resellers will would lose the access to one of the 2 main 

competitors in these markets. 

 

•        Elpower would lose access to the market dominant product which it has distributed for nearly 20 

years. 

 

•       Gerard, via wholesale and CMP via OEM, would control between 70% and 80% of the magnetic 

lighting control market in Australia by removing Elpower from both markets – moreover, the 

arrangement also prevents other from entering these markets with the consequent adverse effect 

on competition. 

 

4.       Public benefit claims 

 

•         CMP currently accesses the Australian reseller market by 2 major parties (Gerard and Elpower) and 

some smaller operators. The competition sees the whole of Australia well serviced with an ability to 

access CMP product relatively simply. Concentrating 70%-80% of the market in one supplier means 

fewer warehouses and distribution logistics which affects efficient supply.   

 

•         It is universally understood that an increase in market power necessarily means a decrease in 

competition and all of the advantages competitive pressure brings to the ultimate consumer of 

products in terms of price, availability and quality of service. The inverse is true: plainly the public 

benefit lies in greater competition not less. 

 

5.       Market Definition 

 

•         The total lighting control market in Australia would be valued at around $35-40mil annually. I 

estimate of that total market approximately: 

 

o   50% concerns LED control equipment 

o   25% is made up of electronic control equipment; and 

o   25% is in connection with magnetic control equipment. 

 

There is a large variety of suppliers in each of those sections of the total market but very few are 

active in the Australian Magnetic control market.  

 

•         Osram, Tridonic and Philips Lighting Australia are the three dominant suppliers in the Australian 

lighting control market. Each of those suppliers exited the magnetic control market in Australia a 

number of years ago and no longer supply the general magnetic control gear (both Philips Lighting 
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Australia and Osram Australia still have available a limited number of magnetic products but those 

would be less than 10% of the products on the total Australian magnetic control market) 

 

•         Helvar and BAG are much smaller and are also represented by Gerard as the exclusive agent for 

these products as well, see link http://gerardtribe.com/blog/category/gerard-lighting/. 

 

•         ELT and Parma have a very small market share in Australia.  

 

•         In summary with the exclusive dealing the subject of this Notification, in the magnetic control 

product market CMP/Gerard now have 75-80% market share. 

 

•         As the fast moving volume segment of the magnetic lighting control range has a high weight per 

unit and low dollar value per unit, international freight costs present a significant barrier for 

overseas manufacturers to enter the Australian market. This is why CMP and previously Tridonic 

enjoyed high market penetration, as most of the large overseas electronic lighting control 

companies have stopped bring these products into Australia. If Elpower is forced to exit as a as a 

supplier, CMP and Gerard will be left with only a few small suppliers offering competition – it is not 

impossible to see how these competitors would also not survive the market dominance of CMP and 

Gerard. 

 

6.       Public Detriments 

 

•         Of the list of seven alternative supplies suggested by Gerard: 

 

o   the largest two, Philips and Osram, no longer sell magnetic lighting control gear in Australia 

any more; 

o   two, Helvar and BAG, have already signed exclusive distribution deals for Australia with 

Gerard; 

o   two, ELT and Parma, do not currently have a large presence in the Australian market,  

 

which leaves just one relatively minor supplier Vossloh Schwabe 

 

•         The magnetic control gear market and the electronic control gear market are two quite different 

markets. The manufacturers that make up the top 80% market share in each segment have no 

presence in the other market. 

 

•         This deal will take Gerard from 40% market share in wholesale/reseller magnetic control equipment 

market to 80% market share. Such market dominance will eliminate genuine and effective 

competition (I invite ACCC to speak with the major wholesale groups, Rexel, L&H Group and MMEM 

to identify their top 2 suppliers for magnetic lighting ballasts  eg EC36/40). 

 

•         This deal will also significantly reduce competition in the OEM market by eliminating resellers of the 

market dominant brand in this market as well 

 

I hope the above information helps you better understand the market that will be affected by this deal and the 

significant reduction in competition that will result if this deal is allowed to stand. 

 

If Gerard and CMP were to put into effect this deal it would have an immediate negative effect on Elpower and in 

turn competition, as such I would ask you to strongly consider an email to all parties requesting them to hold the 

previous positon until you have made your decision. 

 

Please feel free to call me to discuss any aspect of this email on  and I look forward to your response. 

 

Regards, 

Steve Lugge 

Director 

Elpower Pty Ltd 
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