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The Committes Responsible for Initial Determinations,

Cognisant of Article 55 ol the Trealy establishing the Comman Markel for Eastern
and Southern Africa (the "COMESA Treaty™);

Having regard 1o the COMESA Competition Regulations of 2004 (the
huuhﬁml and in particular Par 4 thareol,

Mindful of the COMESA Competition Rules of 2004, as amanded by the
COMESA Compatition [Amendmeni] Rules, 2014 (ihe “Rules”).

Conscious of the Rules on the Dalerminalion of Merger Notification Thresholds
and Method of Calculation of 2015;

Recalling the overiding need 1o establish a Common Market

Recognising that anti-compatitive mergars may constilule an cbstacle 1o the
achievement of economic growth, trade liberalization and sconomic efficiency in
the COMESA Mamber States:

Considafing that the conlinued growth In reglonalization of business activities
cormespondingly incréases the lkelihood hat anti-compelitive margers in one
Member State may adversely affect competition in another Member State,

Desirability of the ovemiding COMESA Treaty obiasctive of stréngthening and
achsaving convergence of COMESA Member States’ economias through the
aliainment of full marks! iniegration,

Having regard to tha COMESA Merger Assessment Guidelines of 2014,
determinas as follows.
Introduction and Relevant Background
1.  On 24 March 2022, the COMESA Competifion Commission (the “Commission”)
recewed a notification involving B.G.| Ethiopia Privata Limited ("BGI Ethiopla™) as

fhe acquiring underaking and Mata Abo Brewery Share Company ("Meta Abo")
as the target underiaking, pursuant to Article 24(1) of the Regulations.

2. Pursuant to Articke 26 of the Regulations, the Commission (s réquired 10 assess
whathar the transaction between the parties would of |s likely 1o have the effect of
substantially prevenling or lessening competition or would be contrary 10 public
interast in the Common Markest.

3. Pursuani o Arlicle 13(4) of tha Regulations, Ihere |s established a Commitiee
Responsible for Initisl Determinations, refamed 1o as the CID. The decision of the
ClID s set oul below
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for alcohokc beverages, including beer, on the premise that the utiity derned from
consuming a non-alcoholic beverage is different from that derived from consuming
an alccholic beverage. The assessmant in this merger &lso ponderad on the high
unlikelihood or improbability of consumars swilching 1o consumplion of an
alocholic beverage on account of a 5 — 10% increase In the price of a non-alcoholic
beverage. Thus, alcoholic beverages were considerad as disfinct and separate
from non-alcoholic beverages.

15. The CID has laken a similar approach for the identification of the relevant product
market of distinguishing the non-alcoholic beverages’ market as & unique market
from the alcoholic baverages.

Alpoholic beversges

16. The alcoholic drinks marke! comprises of various alcoholic beverages namely
wine, bear, and spirts (whisky, gin and vodka) which tend to have varying havals
of alcohol content, different physical characlerises and different prices as such
they are considered dislinc products. The CID considered thal in the avan! of an
increase of 5-10% in the price of one type of aicoholic beverage, It is unlikely that
a cusiomer would shift to consume other alcoholic drinks. Amang the reasons for
limited substiution include the varying tasles of the differant alcohobc products,
their characteristics, chemical compasition and the mode of consumption.

17. The CiD obsarved that, in comparison with other alcoholic beverages, bear tands
to have a lower alcohol content than spirits such as whisky, gin or rum, Further,
beer i3 usually consumed directly without any midures whersas spirits ane aften
consumed with midures such as waler, sofl drinks, or lemonade according lo a
person's taste. With respect to chemical composition, the CID considered that beer
may be regarded as a light alcoholic beverage due to s low alcohol confen! as
such it may be consumad al any tme of the day for recrealional purposes and
aven with maals. This is contrary to alcohofic drinks such as spirits whosa alcohol
content is high and often consumed on occasions. The CID alsa noted that the
pricas of the various alcoholic bevernges may also vary suggesting that they may
be part of different markets.

18. The CID noted that a distinction amongst alcoholic baverages can also be drawn
from a supply-side perspective on sccount of the different raw materials and
production processes that each entail. For instance, beer is brewed whereas rum
and whisky are disilled, Beer is made from bariey mall, water, hops, and yeast
whereas whisky is made from waler, yeast and grain. Rum is made from distifled
glcohol obtain from molasses.

19. The CID funther considered that beer comes in the form of clear beer or opague
bear. Clear baer is often made from malied cereal grains, walar and yeas! through
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a process called fermentation®. The alcohol levels in clear beer would normally
range from 2% alcohol by wolume to as high as 15% alcohol by volume, On tha
olhar hand, spirts are produced from plant products that have been farmantad and
then distilled. The distillation process lakes the fermented materals, ofien with a
maximum akcohol content of 14 to 16 percent and increases it to 40 to 75 percent
alcohol by vaporizing the alcahol together with flavour componants and then
condensing them |n spacialized sguipmant known as stills.

Traditional beer (or opague beer), the other type of beer, s mainly made from
sorghum malt and tends to have a biting taste due to continuous larmeantation &ven
sfter il is packaged. The brewing process uses & process called “yeas! lop
fermentation™ and the farmentation continues after (ha opaque beer |8 packaged
due 1o the presance of yeast in the bear. In terms of physical characieristics,
opagque baer has a reddish-brown colour, As for the alcohol content by volume for
opague bear, the CID noted that this would range from 0.5% alcohol by volumes
when il leaves the brewary 1o up 10 5% within 5 days while the beer is packaged.

Lastly, the CID noted that a key differentiating feature of wine is that i 5 made
from the fermentation of fresh fruits usually grapas and its distinguishing taste

In view of the foregoing, the CID considered that beer, including esach of the
different types of alcoholic drinks, constitte separate markets within the broad
alcohol beverages market. Further, the CID observed that the broad beaer marke!
can ba further segmented according to the lype of beer, Le., clear or opague.

The CID recalled that the merging paries have overapping activities in the
production and supply of clear beer, thus the CID considerad the clear beer marke!
as follows.

Cilear beer is an alcoholic beverage produced from malted cereal grains [such as
barley, wheal. rye, com or rica); hops®; and waler that is fermented by adding
yeasl. Fermentation s when [he yeast breaks down the sugar in the mall &nd
produces carbon dioxide and alcohol. This process can take up 1o 7 1o 10 days. Al
the end of the fermentation, the yeast i separated from the clear beer. The beer
is then siored in a cold place for a period of one o three weeks aftar which i is
finered once or twice bafore I 8 ready for bottling. As already noted. the alcohol
content in clear beer can rangs from 2% alcohol by volume to as high as 15%
alcohol by volume as is the case in bear made from barlay. The different types of
clear beer include ales, lagers and stouts that differ based on different brewing
processes, the type of yeast or mall used, the colour and tasie of tha final baar
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{ales are often darker than lagers). A further distinction of clear beer can be made
based on grading. Thus. locally produced beer is often referred lo as mainstream
beer whersas orafl baar and imporied besér are oflen regardad as premium.

The above notwithstanding, the CID observed thai beer products in different
sagments compele againsl each other as consumars chooss from & wids vanety
of clear beers in different sagments whan making their purchasing decisions. The
CID therelore opined that thare is a high level ol porosity among the different
sagmaniations of clear beer, which forme the basis for broadening the clear beer
markel

The CID therafore concluded that the relavant product market was fhe market for
the production mand distribufion of clear beer.

Producion and distnbubion of malt-based non-alcoholic beverages

Mall based non-alcoholic beverages form part of the broad category of non-
alcoholic beverages sagment, The non-alcoholic beverages sagmen] comprses
all the raady to drink products with no alcoholic confent. The products in the non-
alcoholic beverage segments have traditionally been divided info carbonated and
non-carbonated alcoholic drinks.

Carbonatad non-alcoholic drinks are fizzy and rich in sugas or have a sugary taste.
Carbonated drinks are consumed with fast foods and on occasions, for instance,
whan a customer s taking a meal in a restaurant. Carbonated non-alcohokc drinks
bubble and fizz with carbon-dioxide and are made through & process called
carbonation e, pumping carbon dioxide into tha drink al high pressure then
saaling the containar or through nalural carbanation as is the case with minerad
waler which absorbs carbon dicxdde from the grouwnd.

Non-carbonated non-alcoholic ready to drinks am non-fizry or atill beverages
which comprises of 8 wide range of products, namely non-carbonated soft drinks,
fruit juice, non-carbonated energy drinks, water, cold dairy products, iced tea. iced
coffee and hot bevernges such a5 tea and coffee. Each of the drink within the non-
carbonaied ready to drink product has its own characteristics, price and intended
use. On the demand-side, customers demand each of the product depending on
the personal taste, preferences and specific reason.

The CID noted that mall-based beverages are usually fizzy. The main ingredient
in produciion of malt-based beverages is brewed malt and the beverage has a low
sugar content. Further, mall-based beverages are usually consumed bacause of
thair high iron content and for the energy it gives to the consumer. The fizzy nature
of maR-based beverages suggests it comprises carbon-deoxide and given fhal it
does not contain aicohol, it can be considered 1o belong o the carbonated non-

aicoholic beverages markel. However, the additional unique features of the mait-
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based beverages being the high iron and low sugar contenl, gives compealling
reasons o namow the markel o mali-based baverages.

in this regard, the CID concluded that tha relevant product market is the market for
the production and distribution of mall basad non-alcoholic beverages.

Relevant Geographic Market

The CID noted thal the acquiring group is active in DRC, Ethiopia, Madagascar,
Matawi and Tunisia whils the targe! undertaking operates in Ethiopia only and does
not achisgve any salas in the rest of the Common Marisl.

The CID noted the parties’ submission that the market for the manufacture and
sale of ciear beer in Ethiopia |s generally considerad as nation-wide as confirmed
by the non-significant level of imports or axports which are ganerally balow 1%.
Tha CID further nolad the parties’ submission that the market for the manufacture
and sale of non-alcoholic refreshment beverages is also ganerally considered as
nation-wida,

In line with s previous decisional practice®, the CID considerad that the relevant
geographic markel for ciear beer and mail bassd non-alcoholic beverages was
nafional in scope,

The CID noted that the distribution chanpels or consumplion patiams in Mambar
States may make the national market distincl. Beer and mali-based non-alcoholic
beverages from international brands are priced higher as compared to local brands
and so are the brands of non-alcohalic nol ready o drink products.

The CID also considerad that the incoma levals and consumplion pattems direct
the choice of purchase. and the pnce differences can make the local brands and
intemational brands distinct, whareby the higher (he level of income of consumers,
the more the level of substitutabiity between local and infermational brands
increases. This may therafore suggest that intemational brands may be sean as
distinct from local brands. Given that the targetl operates in Ethiopia and the
overiap of activities of the meming partes is in Ethiopia only, the relevant
geographic markets s considerad as Ethiopia.

For the purposes o assessing the propossd transaction only, and without
prejudice o fulure cases. the CID has idenfified the relevant markets as foliows:

&. the markst for the production and disiribution of clear beer in Ethiopia: and

b. the markei for the production and distribution of non-alooholic malt-based
bevaragas in Ethiopia.
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Markat Shares and Concentration

Tablas 1 and 2 below provida the market share estimates for tha targetl businass
and compatitors in Ethiopa.

Table 1- Estimated Marke! Share for suppliers of ciear beer in Ethiopia

|Iuan-r Market Shares based on
o onietalirassen i, A
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Table I - Estimated Markel Share for suppiiers of non-alcoholic nefreshment

e beversges in Ethiopla _

| Bujppliar lllr'u:ﬂhlmﬁnl

.Tﬂ'ﬂll'
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| Castel Group
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The CID noted the high markat share of BGI Elhl-npla in the market for the
producion and distribution of clear beer in Eivopia which positsons W 8s 8 markst
leader witif market share. The CID noted however that limited market share
accretion will occur as a result of the proposed transaction given that the market
share of the target business is onlyf)s. The CID noted that the merged antity will
siill face competition from othar market players where any attampt by the mergad
entity 1o sxplolt it high market shares in thal markel in lerms of Increasad prices
or reduced guality of s clear bear may resull in & losing markal shares o olher
competiion

The CID observed (hat the combmed market shares of the mangad entity in he
broad market for non-alcohobc refreshment beverages in Elhiopda will
while the other players will retain the remainingis.

The CID considerad the respectivie pre=rmengar HHE (3150) and post=marger HHI
(33949] in the markel for the produchon and distnbution of clear beer in Ethiopla,
with & delia of 249, Further, the three-firm concantration ratio for the clear baer
market was observed fo be al 80%. The CID conaiderad that given that the HHI is
beyond 2500, the markel for the produchon and distribution of chear bBeer in
Ethiopia is highly concentrated. Further, a delta of mare m:n?ﬂﬂpnnun?ﬂ
may be taken as a sign of 8 concentrated market. i -
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The CID notad that the HHI in the broad market for the supply of non-alcohaolic
rafreshmeant beverages in Ethiopia was 4098 with a defta of 206, Further, the three-
firm concentration ralio was noled 1o be 88%. The CID noled that this indicated
that the broad markal for the supply of non-alcoholic refreshmeni bevarages in
Ethiopia is highly concentrated. The CID was concemed that such a markat
structure s prone 1o coordinated effects. However, the CID observed thal tha
markal was already concentrated such that the marger will not significantly alter
the marke! structure.

Further, the CID obsarved that the mergad entity will continue to face credibla
compebtion from other players and in an event that coordinated effects arose, the
same will be handled under the relevant provisions of the Regulations,

The CID furthar noted thal as at 8 March 2022, the Ethiopian brewary markat
comprised 14 bréwers producing an increasingly vaned selection of beers and
non-alcoholic mall beverages’. where the introduction of new local brewaries and
multinational invesiors entering the markel may lead 1o mcreased competition in
Ethiopia's clear beer industry”.

The CID noted that the Ethiopian Govermnmaent introduced & complste ban on the
advartisement of aicohol in 2018, which is liksly tn make eniry and expansion
difficult. This notwithstanding. the CID noted that the ban on advertising of alcohol
is not an insurmountable barrier because manufacturers still find other ways to
make cusiomers aware of their products.

In view of the foregoing, the CID concluded that significant competition concems
were unlikely 1o arise as a resull of the merger.

Public Interests Consideration

The consideration of public inferest undar Article 26(4) of the Regulalions locuses
on ansurnng that compelition s mantmned and promoted beltwesn persons
producing or distribuling commodities and services in the Common Markst,
promate the interests of consumers, purchasers, and other usars in the Common
Marke! in regard fo prices, quality and varisty of such commodities and servicos;
and promaoting through competition, the reducthon of costs and the development of
new commodities and facllitating the entry of new competitors into existing
markets. The CID observed that pro-competitive mergars should resull in the
increase of employmant opportunities in the Common Marketl pursuant to Articla
1 of the Regulations. Tharefore, any marger thal has potential antl-competitive
concems and fweatens the creation or maintanance of jobs may be contrary o
public interesl.
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While the CiD amived at a conclusion thal the transaction would nol raise
significant compatition concems, they were concemad that there is a risk that post-
marger, the products of the target may be discontinued by the acquinng group.
Further, there is a risk that posl-merger, the quality and vanety of the products
may be negatively affected.

The CID also ok note of the concerns ratsed by the Trade Competition and
Consumer Protaction Authority of Ethiopia ("TCCPA") on the nsk of job losses
post-merger.

Third-Party Views

The submissions received from the national competition authortes of Madagascar
and Malawi did nol raise any compatifion concems as a result of tha Iransaction.

However, the TCCPA raised competibion and public interest concems as
discussad in the preceding paragraphs.

With regards o likely public interest concerns, the CID has concluded thal there
is a likelihood that the transaction will raisa public interest concerns in ralation to
the retention of target's employee contracts and continuabtion of supply of the
targei’'s product brands in Ethiopia.

Determination

Based on the foregoing analysis and conclusions, the CID determined that while
tha manger is nol likely to substantially prevent or lessen competition in the
Common Marke! or a substantial part of it. il is lkely to mise public interest
CONDBIMS.

The CID therefore approved this transacton subject to the following commitmanits

by the Merged Entity:

a} the Merged Entity will continue 1o build capacty of the current employees of
Meata Abo Brewery businass in key oparations of the company.

b) For a perod of 24 manths, from the dale of approval of the fransaction by the
CID, the Mergoed Entity will not terminate any employment contract of Meta
Abo Brewery business as a resull of tha merger, excep! for positions at Sanior
Managemant Level. Termination of contract does not include;

L voluniary refranchment and‘or voluntary separation amangemants;

i separation upon the agreement with employees;

. voluntary sarly retiremen) affers.;

iv. termination for unmeasonable refusals 1o be redeployed.

v. termination lawiully effected for opsrational requirements unrelated to
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vi.  terminations in the ordinary course of business, including but nal limiled
o, dismissals as a result of misconduct of poor performance.

¢) Thera shall ba no marger-specific tarmination of contracts for suppliers of the
Meta Abo Brewery business, uniess for commercial reasons il is unwarranied
or reasonably unjustifiable to maintain such contracts.

dj The Meta brand or the Malta Guinness brand of the Meta Abo Brewery
business should nol. as a direct resull of this transaction, be discontinued and
that the quality of the products should remain the same, uniess (1) a significant
detenoration in the markel conditions occurs, or (B) if tha valume of, or demand
for, thia Meta brand or the Malta Guinnass brand dechnes or remains unduly
o @ (i} fior commarcial reasons thal are waranted or reasonably justifiabls.

&) Tha above Undermkings shall be affective for a penod ol two (2) years from
the date of approval of the transaction by the CID,

I ‘Within thirty (30) days of each anniversary of the marger clearance decision
ol the Commission, for the next two (2) years, a comprehensive repor
detsiling compiiance with the above Undertakings will be submitied 1o the
conducting periodic review of the markst 1o assess compliance.

54. This decision is adopted in accordance with Arficle 26 of the Reguiations.

Dated this 2 day of August 2022

Commissioner Lioyds Vincent Nkhoma Commissioner Isiam Tagelsir Ahmed Alhasan




