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UNI TED STATES OF AMERI CA
BEFORE FEDERAL TRADE COVM SSI ON

)
In the Matter of )
)

GENERAL M LLS, INC. , ) Docket No. G 3742
a corporation. )
)
)

COVPLAI NT

Pursuant to the provisions of the Federal Trade Comm ssion
Act and the dayton Act, and by virtue of the authority vested in
it by said Acts, the Federal Trade Conm ssion ("Comm ssion"),
havi ng reason to believe that respondent General MIIls, Inc.,
subject to the jurisdiction of the Commssion, has agreed to
acqui re the branded ready-to-eat cereal and snack m x busi nesses
fromRal corp Holdings, Inc., in violation of Section 5 of the
Federal Trade Comm ssion Act, as anmended, 15 U. S.C 8§ 45, and
that the acquisition, if consummated, would violate Section 7 of
the dayton Act, as anended, 15 U S.C § 18, and Section 5 of the
Federal Trade Conm ssion Act, as anended, 15 U S.C 8§ 45, and it
appearing to the Coonmssion that a proceeding in respect thereof
woul d be in the public interest, hereby issues its conplaint,
stating its charges as foll ows:

| . Respondent CGeneral MI1ls, Inc.

1. Respondent General MIIls, Inc. ("CGeneral MIIs"), is a
corporation organi zed, existing, and doi ng busi ness under and by
virtue of the laws of the State of Delaware. GCeneral MIIs’
headquarters, office and principal place of business is |ocated
at Nunber One General MIIls Boul evard, M nneapolis, M nnesota
55426. In fiscal year 1996, CGeneral MIIs had sal es of

approxi mately $5.4 billion.

2. Respondent CGeneral MIls is, and at all times rel evant

herei n has been, engaged in the sale of branded ready-to-eat
("RTE") cereals to retail grocery stores, grocery whol esal ers,
and others throughout the United States. GCeneral MIIs's prinmary
RTE cereal s include Cheerios, Total, and Wweaties. Ceneral MlIIs
is the nation's second | argest producer of RTE cereals, neasured
based on pound sales or dollar revenues. (eneral MIIs's revenue
fromthe sale of RTE cereals worldw de was $2.75 billion in
fiscal year 1996.



1. Ral corp Hol dings., Inc.

3. Ral corp Holdings, Inc.("Ralcorp"), is a corporation

organi zed, existing, and doi ng busi ness under and by virtue of
the laws of the State of Mssouri. Ralcorp’s headquarters,
office and principal place of business is |ocated at 800 Market
Street, Suite 2900, St. Louis, Mssouri 63101. In fiscal year
1995, Ral corp had sal es of approximately $1 billion.

4, In 1994, the Ral ston Purina Conpany created Ral corp, as a
whol Iy owned subsidiary, and then distributed Ralcorp’s shares to
Ral ston Purina s shareholders. As part of the creation of an

i ndependent Ral corp, Ralston Purina entered into a technol ogy
l'icense authorizing Ralcorp to use certain identified technol ogy
in the production of branded and private |abel RTE cereals.

5. Ralcorp is, and at all times relevant herein has been,
engaged in the sale of branded and private | abel RTE cereals to
retail grocery stores, grocery whol esal ers, and ot hers throughout
the United States. Ralcorp’s prinmary RTE cereal s include Corn
CHEX, R ce CHEX, and Weat CGHEX. Ralcorp is the nation's fifth

| argest producer of branded RTE cereals and the | argest producer
of private | abel RTE cereals. Ralcorp’'s revenue fromthe sale of
RTE cereals was $585.5 mllion in fiscal year 1995. |Its revenue
from branded RTE cereals was nore than $311 mllion for the sane
year .

[11. Jurisdiction

6. CGeneral MIls is, and at all tines relevant herein has been
engaged in commerce as "commerce" is defined in Section 1 of the
d ayton Act, as anended, 15 U S.C 8§ 12, and is a corporation
whose business is in or affecting commerce as "commerce" i s
defined in Section 4 of the Federal Trade Comm ssion Act, as
anended, 15 U S.C § 44.

| V. The Acquisition

7. On or about August 13, 1996, CGeneral MIIls and Ral corp
entered into an agreenent for CGeneral MIIs to acquire Ralcorp’s
branded RTE cereal and snack m x busi nesses. In exchange for

t hese busi nesses, CGeneral MIIls agreed to give Ralcorp’'s
sharehol ders General MIIs’ comon stock and to assune certain
Ral corp debt. The total value of this consideration is

approxi mately $570 nmillion.

8. General MIls will not acquire Ralcorp’'s private | abel RTE
cereal business or other non-cereal or snack m x businesses.

Ral corp will forma newentity, New Ral corp Hol dings, Inc., ("New
Ral corp") to hold the businesses that General MIls wll not
acquire. As aresult of the acquisition agreenent, New Ral corp
acquired the right to nanufacture and sell private | abel CHEX
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products, but was restricted fromtransferring this right to a
third party w thout permssion fromGneral MIls and Ral ston
Purina Conpany. The agreenent also restricts New Ral corp from
produci ng private | abel CHEX products for a period endi ng

ei ghteen nonths after consunmation of General MIIls’ acquisition
of Ralcorp’s branded RTE cereal and snack m x busi nesses.

V. Trade and Conmerce

9. The relevant line of commerce ( i.e., the product nmarket) in
whi ch to anal yze the effects of the proposed transaction is the
sal e of branded and private | abel RTE cereals.

10. The relevant section of the country ( i.e., the geographic
market) in which to anal yze the effects of the acquisition is the
United States.

V. Mar ket Structure

11. The sale of RTE cereals in the United States is highly
concentrated, whether nmeasured by the Herfindahl-H rschman | ndex
(commonly called the "HH ") or by four-firmconcentration ratios.

12. The post acquisition HH for the sale of RTE cereals in the
United States neasured based on dollar revenues woul d increase by
approxi mately 223 points, from2,317 to 2, 540. Measured in
pounds, the post acquisition HH for the sale of RTE cereals in
the United States woul d i ncrease by 158, from 2,103 to 2, 261.

Post acquisition General MIIls’ narket share in dollars would be
al nost 31 percent. Its share in pounds woul d be al nost 27

per cent .

V. Entry Conditions

13. Entry of new RTE cereal producers into the relevant narkets
is difficult, and would not be tinely, likely or sufficient to
prevent anticonpetitive effects.

Vi, Ef fects of the Acquisition

14. The effects of the acquisition, if consumrated, nmay be
substantially to | essen conpetition in the RTE cereal market in
the United States in violation of Section 7 of the dayton Act,
as anended, 15 U. S.C 8 18, and Section 5 of the Federal Trade
Comm ssion Act, as anended, 15 U S.C § 45, by increasing the

l'i kel'i hood of the unilateral exercise of market power and

simul taneously restricting the entry of new private | abel cereal
products into conpetition with General MIIs.



| X. Vi ol ati ons Char ged

15. The acquisition agreenment, entered into between Ceneral
MIls and Ralcorp for General MIIls to acquire Ral corp’s branded
RTE cereal and snack m x busi nesses, violates Section 5 of the
Federal Trade Conm ssion Act, as amended, 15 U.S.C. 8§ 45, and
woul d, if consummated, violate Section 7 of the dayton Act, as
anended, 15 U S.C 8§ 18, and Section 5 of the Federal Trade
Conm ssion Act, as amended, 15 U. S. C. § 45.

WHEREFCRE, THE PREM SES CONS| DERED, the Federal Trade
Comm ssion on this sixteenth day of My, 1997, issues its
Conpl ai nt agai nst Respondent CGeneral MIIs.

By the Comm ssi on, Comm ssioner Starek dissenting.

Donald S. dark
Secretary
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