




'We must go west now,' A BP spokes man says

worlds to nurture and conqucr.
Probably even more important to

50hio's economics is that the BP
deal means crude and Sohio needs
crude. The company has been only
16% crude sufficient. The BP link,
with product pouring in from
Alaska, wiII enable Sohio to meet
its needs.

BP's gain, if and' when (when
mo;t likely) it gains control of
50hio, is marketing know-how,
market dominance in a small but
volume-rich area, and perhaps most
important a big outlet for crude.

BP Oil's Sinclair properties are
capable of absorbing about 200,­
000 b/ d of crude, much less than
the anticipated flow from Alaska.
The Sohio properties will handle
another 200,000 b/ d, perhaps as
much as 250,000 bid by the time
BP gets stock control.

BP potentially gains more, in­
cluding what many consider a
sharply honed management staff
that it can spread through its Sin­
clair operation.

Under existing brand-name re­
strictions, Sohio cannot spread the
Sohio brand to new markets. It's
doubtful, consi~ering what the
Sohio brand means in Ohio, that
BP would convert brands there.

Government Reactions - When
word of the merger plan reached
official Washington, official Wash­
ington reacted strongly.

Justice Dept.'s official reaction
was that it would take a "good,
hard look" at the merger plan.
Early private reaction pointed to­
ward a legal challenge.

DJ officials were reported to
have privately expressed anger
over BP's action coming shortly
"fter the company' entered U.S.
markets. DJ sources apparently
feel OJ was instrumental in allow­
ing BP's entry by agreeing to not
oppose consummation of the At­
I;lntic/Sinclair merger while it
prCSSC3 a court case against the
merger.

DP and Sohio officials "assured"
!\Is!ice. Dept. they would help DJ
I~ Its Investigation of possible an­
Ii-competitive merger effects.
.Th~ issue potentially has com­

rllcall~>ns. DJ is challenging the
Allantlc/Sinclai.r ,and, in theory at
Ica~t. a government victory could
JC~d to an orde'r forcing BP to
dlVcst itself of Sinclair propcrties.
~Y the. time that happened, if it
appened. BP may already have

\old those properties to Sohio.

How real a possibility this is re­
mains to be seen.

Congressional reaction to the
merger plan was vocal and critical.

Rep. Emanuel Celler (D-N.Y.).
chai~man of the Hous:.: judiciary
committee, .urged DJ to "move
promptly and with vigor to prevent
this m,:,rgcr"-a me~ger, he said,
with "far~reachi'ng economic and
political impact."

Celler listed several .reasons for
his opposition. citing "serious for­
eign poLicy problems" as wen as
legal question under .the antitrust
laws. BP, Celler said, "controls 25%
of the world's oil. Traditionally,
BP has functioned as a leading
member of ,an intennational oil car­
.tel investigated by the FTC and
sued by DJ. The British govennment
,has such substanti'al i,uterest in BP
that 'Lt controls ·its operations."

In a letter ,to DJ antitrust chief
Richard McLaren, Rep. John Din­
gell (D-Mich.), promoted a DJ
challenge. BP's action constitutes
"bad faith," Dingell wrote, comi'ng
"af.ter so brief a ,time" from the
Atlantic/SinclaLr merger.

"Ifs my hope that you will act
with utmost vigor in urging the
courts not to allow this funher step
toward higWy undesirable levels of
economic concentration in the pe­
troleum industry."

After firing his salvo, CeUer met
with Sohio president Spahr. He
emerged from ,the meeting appar­
ently reassured on at least one ques­
tion: that antitrust implications in­
volved in marketing overlap would
be resolved before the merger takes
place.

Issues - A Justice Dept. objec­
tion might be based on ,any or all
of four issues:

• Lessening 01 actual competi­
tion-Involved here is the whole
question of marketing overlap. It
exists in the Sahio/ BP Oil deal, but
only in a minor way. The two com­
panies have substantial overlap in
westcrn Pcnnsylvania and Sahio has
onc Boron Oil stat-ion in New York,
where BP also markets.

There have been indications, un­
confirmed, ,that BP would sell its
properties i,n wcstcrn Pennsylvania
to avoid this potential roadblock to
this mcrger. It's unlikely that Sohio,
with strength in ,the big Pittsburgh
markct, would scll its stations.

BP has about ) ,500 outlets in
Pcnnsylvania. Boron has about 250
outlets in thc Pittsburgh area and

Fleet-Wing has about 25 outlcts in
westcrn Pennsylvania.

A OJ objcction bascd on lesscn­
ing of actual competition would
seem to havc lit·tle impact-none
if BP actually sells its propertics in
areas of overlap.

• Lessening 01 potential compe­
tition-DJ has not had much suc­
cess with this argument, rooted as
it is i:o the way things might be
rather than the way they are.

·The argument: Sahio is a poten­
tial entrant on its own into eastcrn
markets while BP is a potential in
Ohio. A merger would eliminate
,these companies as potential en­
trants.

The reality: T,he economics of
expansion make it unlikely that
Sahio, s·ans merger, could move
meaningfully eastward, except in
select markets like Pittsburgh. BP,
on the other hand, .thought to en­
vision a nat,ional marketing net­
work,' might be expected to go into
Ohio on its own.

• Industry concentration - The
Nixon Administration, through At­
,torney General John Mitchell, has
mdicated it plans to take ·a tough
stand agai'nst what Mitohell calls
"superconcentration" in U.S. busi­
ness.

In 'll recent speech Mitchell said
.the Administration "may very well"
file suit to prevent any company
among the 200 largest manufactur­
ers from merging with another in
the group.

The government could object to
-the Sohio/BP merger on "bigness,
badness" terms.

• International implications ­
Rep. Celler raised foreign policy
questions about the relationship of
BP to 'an international cartel. In
,theory this could form the basis
of a government objection. Actually,
observers wonder how ,the U.S. can
object to a BP entry when many
U.S. giants have entcred and thrived
in international markets.

Meanwhile, BP says "therc will
be .00' change in our current plan
.to introducc the BP brand in the
)6-state ·area just as quickly as this
can be efficiently accomplished."

And just as efficiently, if the gov­
ernment doesn't object, BP will
step-by-step bring Sohio into its
family.

"We must go west 'now," a BP
official reportedly said aftcr a press
conference in London. BP secms to
rcally mean it.


