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I~ THE :ThIATTER OF

A:MERICAX BRAI\::E SHOE CO:\lP ANY'"

ORDER , OPINION , ETC. , IN REGARD TO THE ALLEGED nOLATION OF SEC. 7 OF

THE CL.-iYTON .~CT

Docket 8622. Call/plaint , jJJay 196. Dccision , A..pi'Il10, 1968

Order requiring a large manufacturer of friction materials and rela teet prod ncts

\"\"itb headquarters in Ne\y York City, to diYest itself of an Ohio manu-
facturer of sintered metal friction materials \Yitl1in 6 months and not to
acquire any producer of such material for the next 10 years witl10ut 11rior

Commission appron\.l.
CO:;.\IPLAINT

The Federal Trade Commission , lwxing reason to belie:n; that the
party respondent named above, has violated and is no', yiolating the
provisions of Section 7 of the Clayton Act (D. , Title 15, Section
18), as mllended , through respondent' s acquisition of The S. IL ,Yell-
man Company, hereby issues its complaint pl1rsunnt to Section 11 of
the aforesaid Act (D. , Title 15 , Sec. 21) charging as follows:

DeftititiOJIS

1. For the purposes of this complaint, the following definitions
shall apply:

(a) "Friction materials

~~ 

are substances used to oppose the relative
motion of t\\"O bodies in contact , including but not limited to organic
friction material , sintered metal friction material and paper friction
material.

(b) "Organic friction materials~' are those made frOlll asbestos and
other 'materials honded under heat and pressure with an orgtmic resin.

(c) "Paper friction materials are, those produced by rolling 
pulp made from a blend of ingredients into a material resembling

hea"i' J cardboard.
(c1) "Sinterec1 metal friction materials~' are those produced by

blending various metallic and nonmetallic po\\-c1ers. Theingreclients
fJ.re then compressed and silltered to a steel or other backing under
high pressure and temperature.

*Kow known as Abex Corporation.
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Amei""ican B1'a7ce Shoe Company

2. Respondent, American Brake Shoe Company (Brake Shoe), is
a corporation organized and existing under the laws of the State of
Dela,yare with its office and princ.ipal place of business at 530 Fifth
A ven ue , New York , New York.

3. Brake Shoe is a large , di,'ersified manufacturer, distributor and
seller of friction materials, castings and forgings, and railroad and.
hydraulic products. In 1962 Brake Shoe lweI total sales of $194 892 00O
and its total assets as of December 31 , 1962 , ,yere $150 101 000.

4. Prior to and sinc.e April 16 , 1963 , Brake Shoe operated friction
material plants at Cleveland , Ohio, and ,Yinchester, Virginia. The
Cleveland plant manufactures sintered metal friction materials and
the ,Yinc.hester plant manufactures organic friction materials.

5. At all times relevant herein, Brake Shoe sold its products, in-
cluding friction materials, in interstate commerce throughout the
lTnited States.

III
The S. Il. lVellman Company

6. Prior to its acquisition on April 1(3, 1863 , The S. K. ,Yellman
Company (\V eIlman) was a corporation organized and existing under
the la.'YS of the State of Ohio with its office and In'incipal place of busi-
ness at 200 Egbert Road , Bedford , Ohio.

7. At the time of its acquisition , ,Yellman ,,'as engaged principally
in the manufacture , distribution and sale of sintel'ed metal frictjon
materials. It operated one plant at Bedford , Ohio. Its 1962 total sales

',,'

ere $12 421 2;39 , and its total assets as of December 31 , 1962 , ,yere
d:'Q 0
'iJu

8. Prior and at the time of its acquisition , 'Yellman sold its
products, including friction materials, in interstate commerce
throughout the United States.

Tnt,de and Cmnmei'ce

9. The relevant product markets for the purposes of this com-
plaint are the Pl'oduetion , distribution and sale of friction materials
in general , and sintered metal friction materials in particular, ex-
clusive of friction materials used by the railroad industry.

10. The relevant geographical market for the purposes of this com-
plaint is the United States as a whole.
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11. The three 11lajor types of friction materials are organic., sintered
metal, and paper. Other materials suc.h as c.ork and ,",ood are also
used as friction materials, but comprise only a minor portion of the
market.

12. Sintered metal friction materials are especially ada!pte,d for use
under severe operating c.onditions, "here for example, heRvy loads
or high temperatures are encountered. Sintered metal is one of the

newest friction materials and represents a rapidly growing segment
of the friction materials industry.

13. The entire friction materials industry in the United States CO11-

sists of approximately thirty-two companies. In 1961 the total sales
of friction materials by all c.ompanies ,yere approximately $159 000-
000. In that year the five largest producers of friction materials ac-
counted for 55% of total sales: the ten largest firms accounted for
84% of total sales. In 1961 , Brake Shoe and \Yellman ranked approx-
imately sixth and eighth , respectively, as friction material producers.

14. Sintered metal friction materials are, presently manufactnred
distributed and sold by approximately six companies.

15. At the time of Brake Shoe s acquisition of ,Yellman , Brake
Shoe and ,Yellman were substantial actual and potential c.ompetitors
in the sale of friction materials and sintere.c1 metal friction materials.

16. As a direct result of respondenfs acqnisition of ,Yellman , re-

spondent is now the second ranking proc1ncer of fl.iction materials and
the leading producer of sintereel metal friction material in the T'nited
States.

Violation of Section of the Clayton Act

17. On April 16, 1963 , Brake Shoe acqnired all of the stock of
\Yel1111an in exchange for :2:2i),f);)G shares of Brake Shoe s stock hav-
ing an approximate market value of $12.468 8:22.

18. The eft'ect of the acquisition of ,Yellman. by Brake Shoe may
be snbstantially to lessen competition or to tend to create a monopoly
in the produetion distribution and sale of friction m'aterials and sin-
tered metal friction materia'ls throughout the United States in the
following \\"ays , among others:

(a) Actual and potential , substantial competition between Brake
Shoe and ,Yellman in the production , distribution and sale of fric-
tion materials and sintered metal friction materials has been
eliminated:

(b) Concentration in the production , distribntionand sale of fric-
tion materials and sintered metal friction materials has bee,n substan-

tially increased:
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( c) The combination or Brake Shoe and ,Yellman may so increase
respondent' s manufacturing and distribution facilities, technology,

finaneial and market strength as to provide Brake Shoe with a de-

cisive competitive advantage in the sintered metal friction materials
industry and the friction materials industry to the detriment of actual
and potential competition;

(d) New entrants into the friction materials and sintered metal
friction materials industries may be inhibited or prevented;

( e) An environment has been created fostering a trend toward
mergers and acquisitions on the part of other 'and less diversified
companies in the friction materials and sintered metal friction mate-
rials industries.

19. The acquisition of "'\Yellman by respondent , as above alleged
constitutes a violation of Section 7 of the Clayton Act (U. , Title

, Section 18), as aimenc1ec1.

JI'J'. F. Rock Ontnd7nan , J7'. andilIi' I-Jugh J. Il.e77y supporting
the complaint.

JlIi'. Earl lV. liin, tner, JI7'. Ralph S. Cunningham , J7' , ilh' .:11 ad.:,

H. ~10el80n. J17' Jack L. LaliT J1r. George H. Iluci.k. J1i\ Stanley D.
Ji eckman. . .'re' nt. Fox. I(inte?' . Plotkin 

((- 

Ii ((?in. \Vashiwzton. D.C..

. -,

' L..
and ill,' 0((1' 80n ill. 07a.'58 , OliffoTd JlilleJ" \Vashington , D.C., for
the respondent.

INITIAL DECISION BY ELDO~ P. SCHRUP , HEARING EXAl\IIXER

AUGUST 19 , 1966
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ST A TEl\1ENT OFPROCEEDINGS

The Federal Trade Commission on l\fay 12, 1964, issued its com-
plaint charging the respondent American Brake Shoe Company, a
corporation, with violation of Section 7 of the Clayton Act 
amended. l The complaint alleges the respondent "\lith total sales of
over $194 000 000 in 1962 to be a large, diversified manufacturer
of various products , including organic and sintered metal friction
materials sold in interstate commerce throughout the United States.
It is further alleged that respondent on April 16, 1963, aequired
all the corporate stock of The S. I\::. ,Yellman Company, a corpora-
tion , with 1962 sales in excess of $12 000 000 and also engaged in .the
manufacture of sintered metal friction materials sold in interstate
commerce throughoutHle United States.

The complaint alleges the entire friction materials industry in the
United States to consist of approximately thirty-two cOlllpanies in
1961 and the total sales of all said companies to have been approxi-
mately $159 000 000. The five largest companies are alleged to have
accounted for 55% of total sales , and the ten largest companies to
haye accounted lor 84% of tota'l sales. The American Brake Shoe Com-
pany is alleged to have ranked sixth and The S. Ie. ,Yellman Company
to have ranked eighth in sales among these thirty-two companies in
1961.

Sintered metal friction materials are alleged in the complaint to be
manufactured , sold and distributed by approximately six eompanies.
At the time of t~he acquisition it is further alleged that the American
Brake Shoe Company and S. I\::. ,Yellman were substantial, aetual
and potential competitors in the sale of friction materials and of
sintered metal frietion materials and that as a direet result of the
acquisition , respondent American Brake Shoe Company is now the
second ranking producer of frietion materials and the leading pro-
ducer of sintered metal friction materials in the United States.

The complaint in conclusion alleges the foregoing acquisition by
respondent American Brake Shoe Co1l1pany may be to substantially
lessen competition or tend to create a monopoly in the production
distribution and sale of friction materials in general , and silltered
metal frietionmaterials in particular, throughout the United States.

1 "Sec. 7. That no corporation engaged in commerce shall acquire, directly or indirectly,
the whole or any part of the stock or other share capital and no corporation subject to the
jurisdiction of the Federal Trade Commission shall acquire the whole or any part of the
assets of another corporation engaged also in commerce, where in any line of commerce
in any section of the country, the effect of such acquisition may be substantially to lessen
competition , or to tend to create al11onopoly.



AMERICAN BRAKE SHOE CO. 615

610 Initial Decision

Respondent on August 18 1964 , filed answer to the complaint admit-
ting some and denying other of its allegations. Respondent' s .answer
denies the allegations of the complaint wiNl respect to the relevant
product market for friction materials and the relevant product sub-
market of sintered metal friction materials therein set forth , and
further states respondent to be without knowledge or information
sufficient to form a belief as to the complaint's allegations relative to
the number of companies , their sales and respecti,-e rank in the fric-
tion materials industry. Respondent' s al1s,ver denies the effect of the
acquisition as alleged in the complaint and that such acquisition con-
stituted a violation of Section 7 of the Cla-ytOll Act as amended.

Following a series of formal and informal prehearing conferences
the hearing for the presenta-tion of the case- in-chief commenced in
",Vashington, D. , on October 25, 1965 , and ended November 10
1965.2 The presentation of -the defense commenced in ,Yashington

, on January 4 , 1966 , and ended April 5 , 1966. No rebuttal hearing
,-ras held and the record for the reception of evidence was closed on
April 8 , 1966. The transcript of record consists of 4 811 pages. Com-
pla.int counsel presented the testimony of 29 witnesses and respondent
presented the testimony of 61 Tor a total of 90 witnesses. Received
in evidence are some 123 documentary and physical exhibits submitted
by complaint counsel anc1165 submitted by respondent Tor a total of
288 exhibits.

Respective counsel were afforded full opportunity to be heard , to
ex'Rllline and cross-examine all witnesses and to introduce such evi-
dence as is provided for under Section 3.14(b) of the Commission
Rules of Practice for Adjudicative Proceedings.

Proposed findings of fact, conclusions, supporting briefs , and re-
plies thel'eto weTe filed by respective counsel , and counsel supporting
the complaint submitted a proposed order to cease and desist. Oral
argument thereon by respective counsel ",as held before the hearing
examiner on July 15 , 1966. Proposed findings and conclusions sub-
mitted and not adopted in substance or form as herein found and con-
cl uclecl are hereby rej ectec1.

After ca-refully reviewing the entire record in this proceeding as
hereinbefore described , and based on such record and the observation

2 The lengthy and in,ol,ed procedural history of this matter before the hearing exami-
ner, the Commission and the Courts chiefly relates to respondent's requested ayenues of
dii:'co,ery both prior to and during the course of the hearing. See, for example. American
Brake Shoe CO. Y. SchrllP.. et or., Civil No. 3091 (D. Del. 1965) (7 S. & D. 1357). All the
requested disco,ery procedures, both as denied and as subsequently in part granted by the
hearing examiner , are a matter of record herein and a detailed further recital would
unnecessarily burden this sta temen t of the proceedings.



616 FEDERAL TRADE CO1IMISSION DECISIONS

Initial Decision 73 F.

of the witnesses testifying herein , the following Findings of Fact and
Conclusions therefrom are made , and the following Order issued:

FINDINGS OF FACT

1. AmB1'icCl!n Bl'Clke Shoe Company

1. Respondent American Brake Shoe Company 3 (Brake Shoe) is
a corporation organized and existing under the la"-s of the State of
Delaware, with office and princ.ipal place of business at 530 Fifth
A venue, New York , N e'" York. Brake Shoe is a c1ive-rsified mnnufac-
turer of :friction materials, hydrnulic. products, railroad products
eastingsa.nd forgings , nnd nt an times relevant herein , sold its prod-
nets in interstate commerce throwzhont the lTnitecl States,

'-- 

2. In pre-merger year 1962 Bi'ake Shoe had total shipments of all
products in the amount of $194 892 299 and total assets of $150 101 628

at year end.5 In 1963 following the acquisition of The S. IC ,Yellman
Company total shipments of all products rose to $214 66~LOOO and

year end to total assets '"ere $160. 350 613. Brake Shoe s sales of friction
materials in 1963 ",ere 15 % of overall sales. Sales of friction materials
in merger year 1963 were $31 500 000 in comparison to 817 700 000 for

pre-merger year 1962.'
3. Brake Shoe s 1963 Annual Report with reference to the market-

ing of its friction proc1uc.ts states in part as follo"\ys:

Brake Shoe s friction products haye a \yide yariet:- of uSPS. In the :1uto!llotiyr
field theY' include brake lining for pas:::enger C:l::"S, trucks and Lluse:::. Our hea YY

duty materials are used in clutches and trammissiolls for trucks and militan'
vebicles.

For aircraft, the company supplies special braldng materials to meet the
requirements ()f almost any type of plane from ~mal1 craft to large commercial
and military jets.

Industrial applications include friction mnterials for c1ntches, traIl8mi:::8ion~

and brakes on tractors. materials-handling trncks, mining and efll th-mo\'ing
equilmlent and numerous types of industrial machines.
Brake Shoe enjoys 11. sizeable volume of sales in friction pro(1ucts to the car

and truck manufacturers and the bui1ders of industrial equipment and farm

macllinen-

4. Brake Shoe s 1961 Annual Report S has this to say in part about

~ American Brake Shop Company changed its name to Abex Corporation 011 Apri.l 2G, IH66
(Hp~p. 11l'0p08eo findings of fact No. 1).

~ ),

dmitted. H(~8p. Answer. PilI'S. 2. 3 , 5.
5 Comm. Ex. Ko, 7. Brn);:e Shoe s 1962 .-\nmwl Report.
6 Comm. Ex. No. S. Brake Shoe s ID63 Annual Heport.
.. Comm. Ex. No;;:., 7. 8. above.
6 Comm. Ex. No. G, Brake Shoe s 1061 Annual Hcport.




