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SECTION 1:

Introduction and
Executive Summary

In September 1982, the FTC published a report on merger
activity in the United States petroleum industry. That report
was written at the request of several Con_gx_'essional committees
that were concerned with the nature and extent of acquisitions
by the leading petroleum companies.! The 1982 Report dealt
with a number of issues involving mergers and acquisitions in
the petroleum industry, including competitive effects, possible
efficiencies, and the financial costs of these transactions. The
1982 Report presented data for 1971-1981 on merger activity
and on concentration in the petroleum industry.

The purpose of the present study is to add three more years
of data, for 1982-1984, to the historical series on merger

activity and concentration in the 1982 Report. The present

%Iklg_]uhv;ﬁ‘ed—-m tjr‘ﬂ n‘r'u;:_x'ml _.ﬁ.L...-. PR .

of acquisition activity by leading petroleum firms, (2) a

! Federal Trade Commission, "Mergers in the Petroleum

Industry: Report of the Federal Trade Commission,"

Washington, D.C., September 1982. [Cited hereinafter as 1982
Report.] )



discussion of concentration in crude oil reserves and produc-

refining.

The 1982-1984 period recorded several large transactions

tions were newsworthy because of their large size, they do not
necessarily represent increases in the relative size of the

leading petroleum companies. In some cases, the leading




acquirers’ market value. In comparison, 16 Fortune 100 firms
with limited pctrdlcum interests made 103 acquisitions, which
cach year averaged 6.69 pe.rccnt of the acquirers’ market value,
and a sample of 18 other Fortuﬁg 100 firms with no petroleum
interests made 59 acquisitions, which each year averaged 3.53
percent of the acquirers’ market value. Recently, from

1982-1984, the leading petroleum companies made $2.5 billion

in pet divestitures of non-energy related assets; this develop-

a5 5 o

companies that was of public concern in the 1970’s has

diminished.
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concentration in the petroleum industry, which is affected by

mergers and acquisitions as well as other factors. The






World crude oil production is unconcentrated. Moreover,

concentration fell frorﬁ 1981 to 1984; the HHI for world crude

r gquinn for 1081 wae 21K and far 1004 £89  ©i1t1__1_.

the four-firm concentration ratio fell over the same period

from 57.3 to 52.6 percent.

Concentration of domestic oil reserves and production could

of anjj

rust concern if imnnarte intA tha TTC wraca UCaelaad fao

a prolonged period either by international developments or by
U.S. government-imposed restrictions on oil imports. Here, the

‘ congerng are limittf.d DWeye acaiceyunsrshio of o L.

crude oil production and reserves is unconcentrated. In crude

oil, concentration is affected by success in exploration and

development indczﬂdcnﬂv of aconisitinne Pn;rncnnadjpg!;: ,




26.1 percent in 1984 and the HHI increased from 251 to 282 over

tion fell slightly from 30.5 percent at year-end 1981 to 29.2
percent in 1984, and the HHI remained virtually unchanged at
322 in 1981 and 333 in 1984.

The markets for refined petroleum products may be more
regional in nature, as discussed in Scc.tion¥3f2. For a variety of
economic and technological reasons, international and inter-
regional trade occurs more in crude oil than in refined
products. Thus, while the base price may be determined by the
world market price of crude oil, the refining margins and the

corresponding prices of refined products to end users could

2

differ among regions. Concentration (and acquisition

activity) of domestic oil companies is conseanantly af arantes
Fi

concern in crude oil refining and is more appropriately con-

sidered on a regional basis.

In domestic refining, conggnteatinn _rempained ralativels
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for 1981 of 54.1 percent and 54.2 percent for 1984 (allowing for



percent (instead of 54.2) and in the East 37.5 percent (instead

of 33.0).

These results, and many others, are reviewed in more detail

in the sections that follow.




SECTION 2:
Merger Activity by the
Leading Petroleum Companies, 1971-1984

1. Introduction

A principal section of the 1982 Report developed and
analyzed data on merger activity by the leading petroleum
companies from 1971-1981. The purpose ;f the present study is
to add three more years of data, for 1982-1984, to the
historical series on merger activity in the 1982 Report. This
update also provides an opportunity to correct certain cfrors in
the data reported in the 1982 Report. Data sources and

methodology used for this update are, with ilndica.tcd excen.

The 1982 Report observed that apparently heightened

acquisition activity by the largest petroleum companies

(CLEC's") could be attrihutafsn thase firme obenlia taar i
1 _




and apart from two exceptional years, there are no discernible

trends in acquisitions relative to the LPC’s size. Secondly, the

1982 Repgrt.poted that LPC's wees nonnznssaticg shate o oo

tions on energy-related assets. This trend extended in 1982-

1984, with the LPC’s making substanfial nét divestitures of non-

energy-related assets; the conglomeration movement among )
petroleum companies, prominent in the c;riy- to mid-1970’s, has

not continued in the 1980’s.

The present study, as was the original study, is organized

around two sets of data. The first reports the merger and

——elalala o L4 - . A

calendar 1970 as reported in the 1971 Fortune 100.7 The 1982

Report sought to identify ;nq g!ﬂilré gl!.gﬂg? a2 ick ;

tions, and divestitures, each exceeding 2 $10 million threshold

by the LPC’s for the period from 1971-1981. The present

Renort extende the marind avarm'onad ¢ coee -1 1A0 4  veo



the entire period covcrcd'by both studies. The second set of

largest petroleum companies (as of 1978) with that of (1) a
group of 16 petroleum-related firms (those with some but
proportionately smaller oil interests than the 18 largest) and (2)
a random sample of 18 large non-petroleum companies. The
1982 Report presented figures for each of these groups over the
period 1979-1981. The present Report extends this comparison
through 1984.2%  Again, most of the tables present figures for
the entire period covered by both studies.

A large variety of measures can be used to describe merger
activity, and our choices are governed lgrgcly by those

measurcs employed in the 1982 Report. In both the description

of mergers by LPC’s over time and the comparison of petroleum

e ey

with some basic data on sales and assets of the firms in the

8 As discﬁsscd below in Section 3 and in the 1982 Report

_ - ——— —







underreporting of smgllcr acquisitions in the pre-1978 period,
when there were no official reporting requirements. The third
group of adjustments expresses measures of merger activity
relative to several measures of the acquiring firm’s financial
size; these adjustments allou_/ for the effect of the increase in
measures of the absolute size of petroleum firms following the
post-1973 oil price increases. i

We believe that by reviewing a multiplicity of measures,
which allo;w for potential sources of bias in the data, we have

strengthened our basic conclusions: (1) that there has been no

trend, apart from two very active years (1979 and 1984), in

LPC acquisitj

the acquisition activities of the larger petroleum companies are —
not proportionately greater than those of other large companies.
In the present Report, the discussion concentrates on

developments in the 1982-1984 period. When appropriate, the

Lol Ta T M T PP TP ~ —
endpr 10 valoavrmad s~ L _ TANA

e '
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discussion of earlier developments.
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2. Acquisition Activity of LPC's, 1971-1984.

a. Background Information on LPC's
Table I (parts A and B) lists the 16 corporations identified in

the 1982 Report as LPC’s based on their sales and assets in 1970

=4 1071 10 4 v neve ~ - - j -
- ﬁ—‘
i b
. K

and devoted a substantial proportion of its activity to domestic
crude oil production and refining. The preparers of the 1982

Report determined the domestic crude oil and natural gas

liquids production for 1970 and thé domestic Hctrolcua ri‘in-,,




TABLE 1A

16 Large Petroleum Companies, 1970;
1970 and 1983 Comparative Assets,
Sales, and Fortupe Rankings
(values in current dollars)

1970 1983
Company Rank Assets Sales Rank Assets  Sales
gy 0 00 000000000000 000909090909090909060Z0Z0>0>090

Ashland Oil
Atlantic Richfield
Cities Service
Continental Oil

79 1000 1407 | 45 4108 7852
30 4392 | 2738 | 12 23282 25147
62 2193 1714 | N.A, N.A. N.A.
31 3023 2712 | N.A, N.A. N.A.

Getty Oil 95 1946 12211 24 10385 11600
Gulf Oil 11 8672 5396 | 11 20964 26581
Mobil Oil 6 7921 7261 | 3 35072 54607
Phillips Petroleum 3057 2273 | 16 13094 15249
Shell Oil (US) 19 4610 35901 13 22169 19678

Standard Oil of CA
Standard Oil of IN
Standard Oil of NJ
Standard Oil of OH
Sun Oil

Texaco

Union Oil of CA

14 6594 4188 | 9 24010 27342
16 5397 3733 8 25805 27635
2 19242 16554 ) 1 62963 88561
83 1747 1374 | 25 16362 11599
48 2767 1942 | 17 12466 14730
9 9924 6350 | 6 27199 40068
57 2515 1811 1 31 9228 10066

w
o

Sources: Eortune 500 Directory, 1971 and 1984. Sales are for years

shown. Assets are end-of-year values. Company names are those
used in 1970. .

Note: N.A,, Company merged, and separate data are no longer available.

15









firms thﬂ_‘qmairﬁﬁ-id‘r#u‘jnh_le entitier brAdnnmbhic~d aecas-

of $307.1 billion as of January 1, 1984 and 1983 sales of $380.7
billion measured in current dollars; in constant (or deflated)
1970 dollars their beginning 1984 assets were $124.3 billion and
their sales for 1983 were $154.0 billion. They accounted for 34
percent of the assets and 33 percent of the sales of the 1984
Fortune 100. In 1971 they accounted for 29 percent of the

assets and 21 percent of the sales of the 1971 Fortune 100.13

12(...continued) ]
and policies of the surviving, non-LPC buyer might have been
significantly different than those of the acquired LPC so that
the comparability of the data on the acquisition behavior of a
specific group of LPC’s defined at a particular point in time
would be limited.

To account for a possible downward bias ‘in the data
caused by the exclusion of the post-acquisition activity of the
LPC’s purchasers, certain of the tables present alternative
estimates (based on_a simnle nranartional avecamotast oy o







TABLE 2

Whole-Company Acquisitions by
16 Large Petroleum Companies: 1971-1984
(values in current dollars)

Number Value Number Assets Sales va
of of of of of -
Acquisi- Acquisi- Acquisi- Acquired Acquired
tions tions tions?2 Companies Companies
{$million) -($million) ($million)
Year 1 (2) - (3). (4) (5)
' TR - -

.

—

3
x

. L’=|

- 3
£ —
) = BT T L ‘

. 4
A_g ,4




TABLE 3

Total Acquisitions and Divestitures by
16 Large Petroleum Companiesl; 1971-1984

(values in current dollars)

Number of Value of Number of Value of
Acquisi-  Acquisi- Divesti- Acquisitions
tions tions tures Net of
: ($million) Divestitures
. ($million)? |
. Y am - [N S—— - y 1
! |
| |
r
1971 2 113 0 113
1972 4 132 6 -289
1973 3 55 5 -184
1974 13 1,358 1 1,333
1975 7 678 0 678
1976 7 ‘1,256 5 859
1977 3 2







independent entity post-transaction)”  Column 1 lists the

J
F—

e —————

—

LE

[
4

r I —

value of these acquisitions.!8

Columns 3 and 4 reflect the fact that many of the LPC’s both
sold and purchased assets during the period studied. Thus,
column 3 of Table 3 gives the number of divestitures by these

companies which were valued at $10 million or more, while

' column 4 &jves the tatal market valje af arnnigitiame nae o€ e —




The data presented in Tables 2 and 3 indicate that LPC
acquisition activity, measured in current dollars, has increased

since 1971, particularly during 1979-1984, when compared with

.
o !.!:4_.- —mea— & nies r__ — v
1 3 =N

— ——e

LYY
!

|

= 1
¢
}

=

measured by the value of whole company acquisitions, total

aganisitions orednicl jaegisiti

IRt af -t

kS

cxample, total acquisitions net of divestitures averaged $1.594

19(_..continued)
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billion per year over ;hc period 1979-1984 compared with an
average of $542 million per year over the period 1971-1978.

Comparable averages for the value of whole company acquisi-

tions are $6.898 billion (1979-1984) and $455 million (1971-

1984 period when compared with carlic; ;'cars. The average

g whole comEanv acauisition in 1971-1978 wae €182 millinn anAd , .

in 1979-1984, $1.035 billion. The average total acquisition was
$100 million from 1971-1978 and $560 million from 1979-1984.

The 1982 Report noted that net acquisitions of energy-

ij@
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energy-related assets totaled $6.334 billion, or 164.3 percent of

v » et ‘s‘"""' s T e ' .
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1984 period, total net acquisitions of the 16 LPC’s wara 17 15
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related properties.






¢. Adjustments for Inflation

The data presented in Tables 2 and 3 are to some extent

biased toward fj

N increace in_acanicitiane

Tha mane

important source of bias is the \gcncral inflation between 1971
and 1984, which affects both the total number of transactions

exceeding a particular threshold and the total value of such

gqnminnc Th rarrant FAae ¢hia sbo £2. - _ +_ o 33  a . -

” R '

o

oM
"o

have been adjusted by a two-step procedure based on the GNP

deflator.2?

Inflation influences the numbcr»olf aconisitiops rghneted by

¥ear o awﬁ_ﬁ h.gg..-_. ..:.-ii -.-“i,_.

-
i
-
—t

[

acquisitions valued at lesls than $10 million. ﬁSincc the same
physical assets will have a higher market value over time, an
acquisition worth $5 million in 1971 would very likely exceed
the $10 million threshold in 1984, when it might be valued at
$12 to $12.5 million. The potential bias in the number of

transactions created hv the 11em Af am st bl ao o 4 @1 A s19e s



current dollars reporting threshold may be partly addressed by
using the GNP défla.tor to adjust the threshold from year to
year. Thus, a time series of the number of transactions
adjusted by the GNP deflator counts the number of transac-
tions of $10 million or more in 1971, of $10.4 million or more
in 1972, of $11 million or more in 1973, and so on up to
acquisitions of $24.7 million or more in 1984, The adjusted
results for the number of whole company acquisitions, total
acquisitions, and divestitures are presented in Tablgs 4and 5.28

The adjustment of the reporting threshold to $10 million in

‘i'rn,s'?}" foe infloeios adives i 1 S
nt T

" -

number of transactions only for the later years of the study

period. From 1979-1984 there were 30 whole company acquisi- -

tions each with a transaction price of $10 million or more

Inwured in nonstant Anllars (caa Tokls 4 < odee y— s A




TABLE 4

Deflated! foole-Company Acquisitions by
16 Large Petroleum Companies: 1971-1984

Number Value Number .Asscts Sales




TABLE 5

Deflated! Total Acquisitions and Divestitures
by 16 Large Petroleum Companies: 1971-1984

Number Value Number Value of
of of of Acquisi-
Acquisi- Acquisi- Divesti- tions Net
tions? tions tures’ of Divesti-
($million) : turest
($million)
Year ) (2) 3) (4)
1971 2 113 0 113
1972 S o e
it ) d L ﬁ
f——

7 -
R |
- . Y
8

,' .“_)h i
- i
- 4
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and total acquisitioqs net of divestitures averaged $414.8
million per year from 1979-1983,24

The number of LPC;s fell, as noted carlicf, from 16 to 14
through the acquisition of two LPC’s by non-LPC’s--Conoco by

Dupont in 1981 and Cities Service by Occidental Petroleum in

198235 Wrﬁxiuch:h_“ u'lqunﬁ—n."_—.J;C.d-—.— “v _‘

analysis to handle this change. One is to include subsequent

acquisitions by the acquiring firm, treating it as the successor

{l\ ’;ﬁ Y yrarow K Ix 2 I
ax —1

it —— P — l
f-ﬂ' jink I

- F . )=| 1

i . ’ |
f |
-

much different in both past and future acquisition activity
than the acquired firm. Under these circumstances, a retro-
active adjustment in the data to substitute thclacquiring firm's
past acquisitions for the acquired firm’s is required to gauge
trends in acquisitions. Rather than attempting such a retro-

spective adjustment to the data, which would have greatly

24 The average transaction size also increased. From 1979
to 1984, the average whole company acquisition, in deflated
dollars, was $3.04 billion ($262 million for 1979-83), while from

1971 to 1978 the average whole company acquisition was $132.4
million. :

25 Although Occidental Petroleum, as its name indicates,

p-P T T LT Y ) -






d. Large Transactions
The 1982 Report brcscntcd separate data on acquisitions
exceeding $100 million. The purpose was to addrcss a problem
that could have arisen from possibly overlooking some smaller
transactions that exceeded the $10 million threshold choscn for

the 1082 Rgng rt but that were not widely (or even publicly)

!’CL Fd If thic nndarramnceéior ba = — _ I
— E

Jﬂ;j

on the $10 million threshold would be biased toward showing

too small an increase in acquisitions activity. By considering a
$100 million (in constant dollars) threshold as a check, the
preparers of the 1982 Report sought to lantlfy acquisitions
that were sufficiently large that it would bc virtually certain

that they would be widely reported.??



Table 6 presents the number of whole company acquisitions,

total acquisitions, and divestitures that exceeded $100 million

(ig constant dollare) far tha vvaare 1071_1004 Tomme tm e T oLy,

infrequent in the 1971 to 1978‘ period and became more
frequent in the late 1970’s and early 1980’s. In 1982 and 1983,
the number of large transactions droppcﬁduto a much lower level
only to rise in 1984. Comparing Table 6 with the corresponding

counts of transactions in Tables 4 and 5 shows the same general

pattern of acquisition activity.

27(...continued) :
the context of financial reporting standards or newsworthy in
.o iha m;nﬁ_r'tiv» nf the hurinarr maeans e e - A 4 _ _amam . .
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TABLE 6

Number of Deflated! Large Acquisitions and
Divestitures by 16 Large Petroleum Companies: 1971-1984
(based on deflated transaction price of $100 million or more)

Deflated _
Number of Deflated Deflated

Nl ata - ar . n - aim - ;
i — i i.\_‘iI
N

1971 0 0 0

1972 0 0 2

1973 0 0 0

1974 1 1 0

1975 0 2 0

z‘;ﬁ 3=".> 1

1977 3 4 0

1978 0 1 0

1979 4 6 4

1980 2 A |
= ' L]
= 1983 1 ] . 0

1984 3 5 3






exceeding $100 million in constant dollars. The results for
whole company acquisitions are shown in Table 7 and for total
acquisitions in Tablc_s. While the number of such large
transactions increased somewhat in the 1979-1984 period, the
size of the individual transactions has increased markedly in
this period, whatever measure of size is used. Total acquisi-

tions averaged $380 million per year (inﬂcanstant dollars) from

1971'1mripd_sﬁ_sq huusg '.“" i“‘?—h‘tﬁm TARIN 11 s -~y

/
[

average per year from 1979-1983 is $1.80 billion. The average

Si7ﬂ NAr  acanicitian fae 1N"T1 _tAamn o mana oo —

‘l

i
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_
t‘ﬁ’_—i
b
1 r |
.

{

1979-1984, $862.6 million; and for 1979-1983, $449.0 million.
€. Adjustments for Firm Size )

- Correcting the thresholds used in gencrating the acquisition

data for general inflation may still leave a distortion in the

measurement of LP(E acquisition activity since the nefna Ac -

1 “a
i
!!
and, in response, the values of oil company assets, sales, and

market value have moved at significantly different rates (and

IT PArArmt ¢ rman smoann® Ll . " gepe o



TABLE 7

Deflated! Large Whole-Company Acquisitions
by 16 Large Petroleum Companies: 1971-1984
(based on a deflated transaction price of
$100 million or more)

Deflated Deflated Deflated
Market Total Sales of
Value of Assets of Acquired
Acquired Acquired Companies

Companies Companies '

(Cmillion)  (Taebi's \u S 1o

]

1971 0 0 0
1972 0 0 0
1973 0 0 0
1974 705 1,443 1,931
1975 0 0 0
1976 779 1,613 1,801
1977 804 1,252 819
1978 0 0 ! 0

| 1970 P ————— g g




TABLE 8

Dci‘latcdl Large TMJ&J&H’U\D}. 1

(based on transactions with a deflated
price of $100 million or more)

Deflated Market Deflated Market . TR
Value of Total Value of Total
Acquisitions Acquisitions Net of
($million) Divestitures
Year ~ ($million)
1971 0 0
1972 0 -247
1973 0 0
1974 705 705
1975 448 448
1976 799 635
1977 904 . 904
1978 183 : 183
1979 3,901 2,812
1980 2,601 2,440
1981 1,775 -2,269 -
1982 223 -1,714
(238)2 (-1,828)2
1983 479 479
(547)2 (547)2
1984 12,585 . 2,636
: (14,383)? (3,013)2

1 Deflated by GNP deflator, 1970 = 100.

2 Represents édjustments for changes in eroun size

4]



the effect on the acquisition data of general changes in energy
prices and in the prices of energy-related assets as reflected in
certain LPC financial indices. In Table 9, the market value,
assets, and sales of whole company acquisitions (from Table 2)

are expressed as percentages of the LPC’s market value, assets,

Tohla O
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spectively

whole company acquisitions-expressed as a percentage of total
flow of funds of the LPC’s. Table 10 reports total acquisitions,
and total acquisitions net of divestitures (from Table 3),
expressed as percentages of the market value and of total funds
from operations of the LPC's.

Viewed over the entire 14 'year pcriod,iTablcs 9 and 10
indicate little discernable pattern in acquisition activity. In
Table 9, columns (1) and (2), two sharp peaks in acquisition
activity (in 1979 and 1984) can be seen .in the ratios based on
the market values of whole company acquisitions. However,
except for a single peak in 1984 that is five to six times greater
than any of the previous observations, the measures of whole

company acquisitions in columns (3) and (4) that are based on

ﬁg\. onlos maced o oo __© . .
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TABLE 9

Market Market Assets of Salcs of
Value of Yalue of - Acquired Acquircq
m: P | A . - 1 o - R

as Percent- as Percent- centage Percent-
age of age of of Assets age of
Market Funds from of LPCs Sales of
Value of Operations LPCs
LPCs of LPCs
Year (n (2) (3) (4)
1971 0.04 - 0.11 , 0.11
1972 0.07 0.43 0.03 0.01

1973 0.00 0.00 0.01 0.01



TABLE 10

Total Acquisitions: Percentage of Large Petroleum
Company Financial Indicators

Market Value of Yalue of Value of
Value of Acquisi- Acquisi-- Acquisi-
Acquisi- tions as tions tions
tions as Percent- Net of Net of
Percent- age Funds Divesti- Divesti-
age of from tures as tures as
Market Opera- Percent- Percent-
Value tions of age of age of
of LPCs LPCs Market Funds
. Value from
of LPCs Opera-
tions of
LPCs
Year (1 (2) (3) (4)
1971 0.18 0.18 - --
1972 0.20 1.20 -0.45 -2.63
1973 0.07 0.47 -0.24 -1.57 o
1974 1.67 8.80 1.64 8.64
1975 1.14 3.26 1.13 3.26
1976 1.77 - 7.72 1.23 5.28
1977 1.71 8.05 1.60 7.76
1978 0.46 1.83 0.30 1.32
1979 7.81 27.79 5.36 19.10
1980 4.24 14.54 3.80 13.29
1981 2.20 9.19 170 . 1.16
1982 0.64 1.96 -2.61 -7.98
1983 1.37 3.68 6.66 1.77
1984 22.27 71.37 472 15.14
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Eortune 100 that had ~some but relatively limited interests in
the domestic oil industry compared with the petroleum
companies.30 Thc selection of the petroleum and petroleum-
related companies followed the same general protocol used to
select the original 16 LPC’s: For all Fortune 100 firms with
available information, the firms’ domestic 1978 crude oil

El’OdUCtiOﬂ m_lanuger_ 1979 refinarv comnanitu sae a .
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ranked as highly as the original 16 LPC'é were added to the

petroleum group, and the remainder with lesser petroleum




Rodino Act. The members of the three groups of firms are

identified, and comparative 1979 and 1984 Fortune 500 data

for them are listed in Table 11 (parts A to F). Summary

. ) . . cam measam v .. P
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b. Acquisitions by tbg Three Granne

Table 13 shows for each year the number of whole company
acquisitions, the number of total acquisitions, and the number
of divestitures for each group of companies. Based on counts of

transactions, it does not appear thgt there have  heen

consistently larger numbers of acquisitions by the petroleum

companies than by the comparison groups during the study

period. For whole company acquisitions, petroleum companies _

- acquired 26 companies for 1979-1981, compared with 37 whole
company acquisitions by petroleum-related firms and 13 by

non-petroleum companies. In 1982-1984, petroleum companies

Pad l 1 _ COMDAINN SLOILINIL A M= = aarins 1 St O oma v
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transactions for petroleum-related companies and 19 for non-
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were 37 whole company acquisitions by petroleum companies,



TABLE 11A

1978 and 1983 Comparative Assets,

Salcs and Fortunc Rankings
(values in current dollars)

1978 1983
Company Rank Assets Sales Rank Assets Sales
(S million) ($ million)

49 3435 4701 | 39 6217 8369
44 2386 3167 | -45 4108 7852
1312060 12298 | 12 23282 25147
51 4005 4661 | N.A. N.A, N.A.
18 7445 9455 | N.A. N.A. N.A.

Amarada Hess
Ashland Oil
Atlantic Richfield
Cities Service
Continental Oil

Getty Oil 79 4718 3515 ) 24 10385 11600

Gulf 0Oil 9 15036 18069 ) 11 20964 26581

Marathon Qil 52 3758 4509 | N.A. N.A. N a '
| I N




. TABLE 11B_

18 Leading Petroleum Companies, 1978:
. ' ' ard 1087 Coxrprpadns. e .

(values in constant dollars: 1978=100)

1978 ‘ 1983
Company Rank Assets Sales Rank Assets Sales
($ million) ($ million) .
Amarada Hess | 49 3435 4701 | 39 _ 4324 5821
Ashland Oil | 44 2886 S167 | 45 2857 5462 - .-
Atlantic Richfield | 13 12060 12298 | 12 16194 17491
Cities Service ] 51 4005 4661 INA, NA, NA _
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‘ . TABLE 11C

16 Leading Petroleum-Related Companies, 1978:
1978 and 1983 Comparative Asscts,

Sales and Fortune Rankings
{values in current dollars)

(S million) . ($ million)
Allied Chemical | 84 3228 3268 | 29 © 7647 10351
Armco | 54 3096 4357 | 87 3609 4165

Borden 't R e —




TABLE 11D

16 Leading'Petroleum-Rclued Companies, 1978:
1978 and 1983 Comparative Assets,

Sales, and Fortune Rankings
(values in constant dollars: 1978=100)

‘ 1978 1983
Company Rank Assets Sales Rank Assets Sales
($ million) ($ million)

Allied Chemical
Armco

Borden
Continental Group

34 3228 3268
54 3096 43157
63 2166 3803
67 2997 3944

29 . 5319 7200
37 2510 2897
L} 1892 2967
68 2541 3437

Dow Chemical 8789 6888 8334 7617
E.I. Dupont 16 8070 10584 7 16994 24608
Esmark 38 2116 5827 88 2547 2808

- General Electric
Georgia Pacific

8 15037 19654
53 3144 4401

10 16198 18639

<1 r14£% aran
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TABLE 11E

18 Non-Petroleum Companies, 1978:
1978 and 1983 Comparative Assets,
Sales and Fortune Rankings
(values in current dollars)

1978 1983
Company Rank Asscts Sales Rank Assets  Sales
($ million) ($ million)

Aluminum Co of Americqd 65 4167 4052 | 65 6267 5263

American Can | 66 2478 3981 117 - 2831 3346
American Home Producty 94 1862 3063 | 73 3086 4857
Bethichem Steel | 34 4933 6185 | 69 4457 4898
Boeing | 40 3573 5463 | 27 7471 11129
Coca Cola | §6 2583 4338 | 48 5228 6991
Dresser Industries = | 95 2355 3054 112 3245 3473
Goodycar Tirc & Rubber] 22 5231 7489 32 5986 9736

|
LTV | 42 3720 5261 | 78 4406 4578
McDonnell Douglas 63 3098 4130 | 42 4792 8111
Procter & Gamble 20 4984 8100 | 22 8135 -12452
Ralston Purina 64 1898 4058 | N1 2101 4872
|

Raytheon 2061 3239 59 3729 5937
Republic Steel

Rockwell International

82 2585 3479 | 145 2867 2701
37 3535 5833 | 43 5231 8098

?nu:‘:.g.-_ﬁ'M.— FANT" o -2 B -] =‘I'—-r' i, B - :







TABLE 12

Comparative Size Data for
Petroleum, Petroleum-Related, and

l_!‘— - a X BE a =
§ e

a. Average Assets and Sales
(values in millions of current dollars)

Number

of 1/1/79 1978 - ~ 1/1/84
Group Firms Assets  Sales  Assets
Petroleum 18 11408 14494 20888
Petroleum-
related 16 5915 6965 11488
Non-petro- 18 3414 4882 4957
leum

2

b. Percentage of Fortune 100 Assets and Sales

Held by Each Group, 1978 and 1983

Number
of 1/1/79 1978 1/1/84

Group Firms Assets  Sales Assets
Petroleum 18 35.0 32.5 34.3
Petroleum-

related 16 16.1 13.9 20.1
Non-petro- 18 10.5 11.0 9.8

leum

1983
Sales

25939

9791

6868

1983
Sales

335

13.5

10.6

Source: Calculated from Tables 11A to 11F,
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acquisitions during 1982-1984, whereas the non-petroleum
firms increased theirs.3!
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transaction size for the period 1979-1984 are presented for the
thréc groups of firms in Tables 14 and 15. As discussed in the
Appendix; these data have been adjusted to reflect dif ferences
in the numbers of firms in each group. WA; in the case ‘of the
number of acquisitions, the data on the value of acquisitions

also present a mixed picture. Table 14 presents the data for

whole company acquisitions. Table 15 presents the data for

total acquisitions and total acauisitinne nat af Aiveceitsvan

Examination of Table 14 suggests that the value of whole

company acquisitions by the petroleum and the etroleum- :










acquisitions averaged $7.92 billidn per year for the petroleum
companies, $4.59 billion for the petroleum-related companies,
and $1.25 billion for the non-petroleum companies. Exéluding
1984 (so to climinate the possibly distorting effect of three
large mergers in 1984), whole company acquisitions over the

period 1979-1983 by large petroleum companies avefaged $2.44

] h_i' e o i L. . b,
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and $1.19 billion per year, respectively.
The data on total acquisitions presented in Table 15 again

suggest that the petroleum and petroleum-related group made
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in 1984, total ac_:quisitions annually averaged $3.95 billion for
petroleum companies, $6.11 billion for petroleum-related
- companies, and $1.62 billion for non-petroleum companies.

The average transaction size also reflects the tendency of the
petroleum and petroleum-related firms 'to engage in largc
acquisitions. For 1982-1984, the average transactit.m for total
acquisitions is $1.13 billion for petroleum companies, $352.4
million for petroleum-related companies, and $180.6 million for
non-petroleum firms. Over 1979-1984, acquisitions for

.1.“ Bf%—'

fi:me _aveearns €20 V we’llicm. mar 4_a .

petroleum-related firms $323.3 million per transaction, and for
non-petroleum firms $176.2 million per transgction. For 1979-
1983, which excludes the effect of the three large acquisitions
by petroleum firms in 1984, the average total acquisitiqn
transaction is $318.7 million for petroleum firms;, $339.2 million
for petroleum-related firms, and $168.8 million for non-

petroleum firms.32

52 Compéring Tables 14 with 15 shows an interesting
pattern. In 1982-1984, 88.6 percent of petroleum company total

mrrintalame ceaa—a e'ﬂlﬂdr‘) . . f i L
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While the petroleum and petroleum-related groups were

making substantial acquisitions, Table 15 shows that they also

_

ek o

In this most recent period, total acguisitions less divestitures

by the petroleum companies averaged $373.7 million per year of
net divestitures, and petroleum-related companies disposed of
$1.30 billion per year in npet divgs;itgrﬂgsj” In contrast, the
non-petroleum companies averaged $1.28 billion per year of net
acquisitions. Total acquisitions net of divestitures for the full

1979-1984 period annually averaged: $903.7 million for the

3%(...continued)
total acquisitions as whole company acquisitions, petroleum-

related companies 82.7 percent, and non-petroleum companies -

69.8 percent. To the extent that whole company acquisitions
receive greater public attention, the proportionally greater
whole company acquisition activity by petroleum and
petroleum-related firms could contribute to a perception of
greater acquisitiveness. :

33 If Beatrice Foods’ acquisition of all of Esmark, Inc.
had not been treated in Table 15 as a divestiture by Esmark,
the 1984 value for acquisitions net of divestitures of petroleum-
related companies would have been -$6.958 billion, and the

vatrnlarreoe ol eacd - . e a a



companies, and $1.14 billion for non-petroleum companies.3¢

¢. Adjustments for Firm Size
Interpreting these data is necessarily difficult because of the
short period covered and the diversity of the firms included in

k]

the analysis. As the data on acquisitions net of divestitures and
to a lesser extent, the data on average ;c;quisitions pcf year,
apart from 1984, suggest, petroleum firms do not always engage
in more acquisition acfivity than the other two groups. How-.
ever, there is one differen