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2 Background and scenarios for the 
analyses 

2.1 In this section we provide a brief description of the factual background for our subsequent analyses, 
including the Parties’ activities and competitive landscape in mainline signalling in the UK and the 
expected structure of the TCSF.  

2.2 As the CMA is aware,10 even after the formal launch of the pre-qualification questionnaire (PQQ) 
for the TCSF in March 2023  

We set 
out below the scenarios that need to be considered while these uncertainties are still present. 

Background 
2.3 We begin by providing a general overview of the Parties’ activities and their main competitors in 

mainline signalling in the UK.  

2.4 As further explained below, the TCSF covers both conventional signalling projects (Lot 1) and digital 
signalling projects (Lot 2). Since the CMA has not raised concerns with respect to the supply of 
conventional signalling projects in the UK11 12 we focus below on 
Lot 2  

 and in particular on the specific types of projects for which the CMA has raised 
concerns:13 

a. the supply of digital interlockings and automatic train protection (ATP) wayside equipment 
conforming to the ETCS standard (ETCS ATP wayside re-signalling projects), which are 
bundles of (i) ETCS ATP wayside solutions  

 and (ii) digital interlockings;14 and 

b. Operation and Control Systems (OCS) projects, which include (i) signalling control systems 
(SCS), which are deployed on top of interlockings to ensure the safe movement of trains 
according to timetables; and (ii) traffic management systems (TMS).15 

The Transaction and the competitive landscape in UK mainline signalling 

2.5 The Parties are active as OEMs in mainline signalling in the UK, but their activities are limited  
  

 
10   
11 Phase 1 decision, paragraph 318. 
12 See paragraph 1.6a. 
13  Phase 1 decision, paragraph 12. 
14  

 
 

15   
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c. For Lot 2, to help facilitate non-incumbent suppliers to enter and expand in digital signalling, 
Network Rail will contribute to actual development costs up to a maximum of  per 
supplier. It is the first time this has been offered to suppliers as part of the procurement. 

d. The framework will cover a 10-year period (corresponding to CP7 and CP8, i.e., 2024-2034), 
instead of five years as in previous control periods. 

e.  
 

2.18  the structure of the TCSF has 
changed significantly since it was first announced in July 2022 and remains in flux.49 It is a ten-year 
framework, and many key elements (e.g., funding, political and industry support) are likely to 
change during this time.  

 
 
 
 

 For example, there may be fewer than four bidders participating in the tender, 
or fewer than four bidders may qualify for the framework award. 

2.19 We now set out our approach to dealing with these uncertainties. 

Scenarios considered in this report 
2.20 We consider competition, and the effect of the Transaction, at two stages: 

a. competition in bidding to qualify for Lot 2 of the TCSF; and 

b. competition among qualified bidders for the contestable workbank. 

2.21 We also need to take account of the significant uncertainties noted above about the TCSF’s 
implementation and success in meeting Network Rail’s objectives. We therefore assess the impact 
of the Transaction under different scenarios for how the TCSF might operate, if at all, namely: 

a. Initially, assuming the TCSF is implemented as planned and succeeds in achieving Network 
Rail’s aims (as set out in paragraph 2.17 above), i.e., the target number of bidders qualifies and 
Network Rail is able to award the intended workbank and contribute to development costs within 
the TCSF period. 

b. Scenarios in which the TCSF is not implemented in the way Network Rail is envisaging  
 

In the counterfactual, 
this would give rise to a continuation of the present competitive conditions in the industry, with 
Siemens and Alstom-Bombardier continuing to play a significant role in competition for mainline 
signalling projects,  

 whereas the Transaction would create a stronger competitor to the 
incumbents. 

2.22 In this report we assess combinations of the above scenarios as follows: 

a. In Section 3 we consider the impact of the Transaction on competition in the bidding to qualify 
for the TCSF. We first discuss the factors affecting bidders’ decisions to participate in the tender 

 
49  
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3 Competitive effects of the transaction 
on bidding to qualify for the TCSF 

3.1 In this section we assess the economics of the TCSF and the factors affecting suppliers’ decision 
to participate in the bidding to qualify for the TCSF. We then analyse the competitive effects of the 
Transaction on potential bidding, assuming that the TCSF is successfully implemented as planned 

 

3.2 Our analysis shows that an SLC is unlikely in this scenario. First,  
 Second,  

 
 

Finally,  
 
 

 

The CMA’s concern in Phase 1 
3.3 The main concern underpinning the CMA’s theories of harm in mainline signalling is that the 

Transaction may lead to a loss of competition in the bidding process to qualify for the TCSF.50  

3.4 The CMA’s assessment in Phase 1 was based on the earlier version of the TCSF, as first 
announced by Network Rail in July 2022. However, we have tested the CMA’s concerns as applied 
to the March 2023 version of the TCSF, in particular Lot 2 (since the CMA has not identified any 
concerns with respect to conventional signalling projects). In the remainder of this paper, therefore, 
we focus on competition for Lot 2 of the March 2023 TCSF, and unless otherwise specified, the 
references to the “TCSF” should be understood to correspond to Lot 2 in the March 2023 TCSF. 

3.5 Based on the evidence gathered during its Phase 1 investigation, the CMA considered that, in the 
counterfactual, the Parties would independently bid for, and be close competitors for, the TCSF.51 
Accordingly, the CMA considered that the Transaction may eliminate a competitive constraint for 
the third position in the TCSF, meaning that with the Transaction (all else equal) the third position 
may be won with a worse (higher) 52 bid than in the counterfactual. 

3.6 For the CMA’s concern to hold, all of the following conditions need to hold: 

a. The TCSF is implemented as currently planned by Network Rail. 

b. The bidding (largely) takes place after the Transaction.  

 
50  Phase 1 decision, paragraphs 227-228.  
51  Phase 1 decision, paragraph 228. 
52  In this section, for simplicity, we assume that bids are based on bidders’ costs, and we rank bidders on the 

basis of their costs, so that bidder 1 is the lowest-cost bidder that places first and wins slot 1, bidder 2 the 
second lowest-cost bidder that places second and wins slot 2, etc. 
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ii. Relatedly, the extent to which the Transaction closes the gap vis-à-vis Siemens and Alstom-
Bombardier, creating a stronger challenger to bidder 2.82 

The more significant the improvement in the merged entity’s competitive position, the less 
plausible an SLC because of the enhanced rivalry for the top positions in the tender. 

3.33 Depending on the relative size of the above, the Transaction may not give rise to material anti-
competitive effects, or, if any anticompetitive effects arise, they may be outweighed by the pro-
competitive effect. 

3.34 Below we analyse the evidence on the relevant parameters. This analysis shows that, on the facts 
of the case, an SLC is unlikely to arise. 

The Parties are not close competitors for the TCSF 

3.35 As noted in paragraph 3.32, a small difference in bidding strength between bidders 3 and 4 (i.e., 
the Parties in the CMA’s framework from Phase 1) would make them close competitors, creating 
the risk of an SLC from losing competition between them. A large gap between bidder 2 and bidder 
3 also creates the risk of an SLC, because it reduces the incentives of bidder 3 to consider 
competing for the second position. 

3.36 The CMA’s concerns from Phase 1 are based on a characterisation of competition where both of 
the above apply. According to the Phase 1 decision (adjusting to reflect the March 2023 version of 
the TCSF), there are essentially three groups of firms: (1) Siemens and Alstom-Bombardier 
competing for the top two positions; (2) Hitachi and Thales competing for the third position; and (3) 
all other competitors targeting the fourth position.83 In effect, the CMA considered that the Parties 
may be particularly close competitors,84 thus an SLC may arise from the loss of competition to place 
third between Hitachi and Thales.  In reality, this conclusion is highly simplistic, as the facts of the 
industry do not support the notion that the Parties are close competitors in bidding to qualify for the 
TCSF. 

3.37 As noted above, the profitability of the TCSF to a supplier is principally driven by (i) the need for up-
front investment to qualify the ETCS technology  

; and (ii) timing and value of projects (i.e., revenue 
generation).  

3.38  
As noted in paragraph 2.8, the 

two incumbents are expected to have both conventional and digital signalling products approved 
for use in the UK by the time the TCSF is awarded (and therefore would have to make little to no 
extra investment to be able to supply the products covered by the TCSF), while Atkins will have a 
digital interlocking. These are also existing and experienced suppliers to Network Rail, and would 
therefore be well-placed to score highly in mini-competitions.  

 
 
 
 
 
 

 
82  The pro-competitive effect is stronger if bidder 3 can target the first position. 
83 Phase 1 decision, paragraphs 228-231. 
84  Phase 1 decision, paragraph 181. 
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expected in a duopoly, where the lack of competitive pressure (or, in this case, of competitive 
awards) results in higher equilibrium prices. 

3.55 An increase in the competitive pressure on the top two positions would make these higher prices 
harder to sustain. The ORR indeed noted that average prices paid by Network Rail are consistently 
lower when projects are competitively tendered as opposed to directly awarded, suggesting that 
more competition and more viable players for both frameworks and individual tenders drive better 
value for money.103 

3.56 Second, the TCSF guarantees more work for higher-placed bidders, so increased rivalry for larger 
slots is worth more (in terms of its pro-competitive effects) than any hypothesised reduced rivalry 
for smaller slots. It is hard to model such increased rivalry explicitly, because it reflects uncertainty 
in a new market situation. Most standard economic models assume common knowledge of the 
economic environment, such as the auction/tender rules and the probability distribution over the 
capabilities of rival bidders.104 In such models, bidders are assumed to have correct beliefs on 
average.105 Therefore (for example) a challenger for the second slot would be commonly known to 
succeed with a certain probability, and the third-placed firm would be assumed to bid on average 
no more competitively than is needed to secure the third slot (without regretting bidding too high 
when it learns the outcomes).106 

3.57 However, the TCSF is a new framework for the introduction of a new technology in the UK mainline 
system, with no prospect of learning from repeated bidding, that could justify the use of a framework 
in which bidders were assumed to know one another’s costs and bidding functions. In such 
circumstances, neck-and-neck competition between the suppliers that will end up second and third 
is a realistic possibility, driving bids down to highly competitive levels.  This same tension then also 
increases the risk to the best-placed supplier that it will not obtain the number one slot. 

Conclusion  
3.58 Our analysis shows that, in the event that the TCSF is implemented essentially as planned and is 

essentially successful in achieving Network Rail’s objectives, the conditions for the CMA’s concerns 
from Phase 1 to hold are not fulfilled, and therefore the Transaction is unlikely to give rise to an SLC 
at the tendering stage. 

3.59  
 
 
 
 

 
103  Phase 1 decision, paragraph 154. ORR market study, page 8. 
104  See for instance: Monderer and Samet (1989) “[…] common knowledge can be approximated by the weaker 

and more easily obtained condition of common belief. This approximation justifies the standard assumption in 
game theory that the description of the game is common knowledge.”; and Klemperer (2014) A survey of 
auction theory, p. 40 “Bidder i values the unit at 𝑣𝑣𝑖𝑖, which is private information to her, but it is common 
knowledge that each 𝑣𝑣𝑖𝑖 is independently drawn from the same continuous distribution F(v)”. 

105  See for instance Milgrom (2003), Putting auction theory to work, p. 29-30 
106  See for instance: Milgrom (2003), Putting auction theory to work, p. 16 “Game theoretic equilibrium models 

also assume not only that bidders maximize accurately but also that they are themselves completely confident 
that others will maximize accurately.”; and Engelbrecht-Wiggans (1989) “While most models of auctions and 
competitive bidding assume that each bidder's utility for an outcome depends only on his own profit, we allow 
the utility to also depend on any regret that a bidder suffers after the fact and characterize when and how this 
affects bidding.” 
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3.60 Second,  
other unknown variables related to the 

implementation of the TCSF, including the number and timings of digital projects awarded and the 
funding that Network Rail will be able to guarantee, are more important in determining the expected 
profitability of participation in the TCSF than the size difference between consecutive lots (and 
therefore the effect of the participation of a similar bidder). 

3.61 Third, the relative positions of the Parties, compared to other bidders, do not make an SLC 
plausible.  In particular, the Parties are not one another’s closest competitors.  

 
 
 
 
 

 

3.62  
 
 
 

 

3.63 Finally, any minor effect arising (in the CMA’s framework from Phase 1) from lost competition 
between the Parties for the third position in the TCSF would be outweighed by even a small increase 
in the degree of likelihood of the merged entity providing greater competition to Siemens and 
Alstom-Bombardier.  

 
This changes the dynamics of bidding in the TCSF and increases 

competition. Even without such a change in dynamics (or any of the other factors above that rule 
out an SLC), improvements in the merged entity’s bid are likely to produce pro-competitive that 
would more than outweigh any (unlikely) anti-competitive effects. 

3.64 Given the above, there can be no plausible SLC in the bidding to qualify for the TCSF as a result of 
the Transaction. 
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4 Effects of the transaction on 
competition between qualified 
bidders for digital projects under the 
TCSF 

4.1 In this section we assess whether the Transaction is likely to affect competition between qualified 
suppliers (after the ITT) for contestable digital signalling projects, assuming the TCSF is 
implemented as planned.107 

4.2 There is still a degree of uncertainty as to the criteria for the award of the contestable portion of the 
workbank,108 and the CMA in Phase 1 did not specifically analyse the mechanisms through which 
the Transaction might result in an SLC in these mini-competitions. However, our analysis shows 
that, considering all plausible mechanisms and outcomes of the mini-competitions, an SLC is highly 
unlikely to arise. 

The conditions for an SLC in mini-competitions  
4.3 As explained in Section 2, Network Rail intends to award of the digital TCSF workbank directly 

after the initial bidding stage, while the remaining  is expected to be contestable via mini-
competitions, with timing, scope, rules and scoring criteria to be specified on an ad hoc basis by 
Network Rail.109 We understand that the TCSF will be the main contractual mechanism through 
which suppliers will be awarded major signalling projects over the next two control periods, and that 
(at least for major conventional signalling projects and the delivery of ETCS projects) only those 
suppliers that have qualified in the initial TCSF bidding will have a chance to compete for the 
contestable projects.110 

4.4 In principle, an SLC could arise were the Transaction to reduce competition for this contestable 
workbank compared to the counterfactual. For this to be plausible, all of the following necessary 
conditions would have to hold:111 

a. At least part of the contestable workbank is awarded, as currently planned by Network Rail.

107  
 

 
108 See paragraph 2.17. 
109 Network Rail published two illustrative templates of the criteria and scoring documents for mini-competitions 

as annexes to Schedule 5 of the Network Rail TCSF instructions. 
110 See paragraph 2.17. See also paragraph 4.5 of Network Rail’s TCSF Instructions to Participants (TCSF 29248 

- Instructions to Participants (MS Comments).pdf).
111 These are separate/additional to the conditions for the CMA’s concern regarding competition in the TCSF 

tender from Phase 1.  
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b. In the counterfactual both Parties would be among the four qualified bidders post-ITT, but post-
Transaction there would be one different (presumably fourth) successful bidder that would not 
have qualified without the Transaction. 

c. This new (fourth) supplier provides a weaker constraint on competition for work beyond the initial 
workbank than the weaker Party would have done in the counterfactual. 

d. Any lost competitive pressure in the mini-competitions would exceed the rivalry-enhancing 
effects of the Transaction, and in particular the stronger competitive constraint that the merged 
entity would place on Siemens and/or Alstom-Bombardier. 

The Transaction does not reduce competitive pressure in mini-competitions 
within the TCSF 

4.5 As explained in the previous sections, there are still significant uncertainties regarding most if not 
all aspects of the TCSF  

 
 

112  
.113 

4.6 Even if part or all of the contestable workbank is indeed awarded, bidders face uncertainty about 
the type, timings or criteria for the award of these projects.114 Nonetheless, as we set out below no 
SLC would arise under any likely scenario. 

4.7 Bidding to qualify for the TCSF would determine the set of suppliers capable of participating in any 
mini-competition. On Network Rail’s current plans, after the ITT there would therefore be, in 
principle, four suppliers capable of participating in any mini-competition. This would be true both in 
the counterfactual and post-Transaction  

). 

4.8 There is no plausible scenario in which the Transaction would materially reduce the competitive 
pressure in such mini-competitions, considering the following different circumstances: 

a.  
 
 

 

b.  

We understand that Network Rail’s intention is that all qualified suppliers in the 
TCSF should be considered on an equal level in the mini-competitions, i.e., their initial ranking 
in the bidding would not matter in the subsequent award of projects via mini-competitions. 
Consequently a change to the identity of one supplier should make no difference to their ability 
to win projects in mini-competitions. In qualifying its technology under the TCSF, the new 

 
112   

 
 

113   
114  See paragraph 2.17. 
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supplier that might not have succeeded in the counterfactual, would become capable of carrying 
out work for Network Rail and thus would be capable of winning mini-competitions. 

c. In any case, to the extent that there are different strengths and weaknesses in different qualified 
suppliers, and some suppliers might be stronger than others in mini-competitions, an SLC would 
arise only if the Parties are seen as particularly close competitors to one another in a way that 
could affect the outcome of the mini-competition. However, for the reasons set out in Section 3, 
this is not the case:115 

i. In practice, as much as they are the strongest competitors in the initial bidding to qualify, the 
strongest competitors in any mini-competition would be Siemens and Alstom-Bombardier. 
Consequently, unlike the initial bidding where multiple suppliers qualify, in the subsequent 
stages of the TCSF there can be no meaningful competition for ‘third place’ or any other 
losing position, and consequently no loss of competition in the middle of the rankings, as the 
CMA hypothesised for the initial bidding. 

 
 
 
 

 

Conclusion 
4.9 Our analysis shows that, considering all plausible outcomes on the award of the contestable work 

under the TCSF, no SLC arises in competition for such work because the Transaction cannot 
influence the set of qualified suppliers in a way that would harm competition. 

4.10 Effectively, the CMA’s concerns from Phase 1 depend on a ‘competition to come third’. This 
competition might be relevant to qualify for the TCSF, but will not materialise in mini-competitions 
because projects will be awarded to a winner. Given this, no SLC is likely because the Parties are 
not close competitors with any prospect of placing first and second in a mini-competition. In fact, as 
the most likely winners of such mini-competitions are Siemens and Alstom-Bombardier, the 
Transaction is more likely to enhance rivalry in mini-competitions by creating a stronger challenger 
to those incumbents. 

 
115  See paragraph 3.35. 
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 In such a scenario, the only plausible effects of the Transaction would be pro-competitive:  
 
 

 

TCSF partially fails, only succeeds in attracting four or fewer bidders in the 
counterfactual  

5.15 Alternatively, there could be scenarios in which the TCSF is implemented but succeeds in attracting 
only four or fewer bidders in the counterfactual. As a result, the Transaction could reduce the 
number of qualified suppliers by one. As explained below, no SLC is plausible in any of these 
scenarios. 

5.16 First, if there are three bidders in the counterfactual this would be because at least one of the Parties 
( ) did not bid. Accordingly, no SLC would arise. 

5.17 This leaves the possibility that in the counterfactual only four bidders would appear, including both 
Parties, leaving only three successful bidders post-Transaction. In the CMA’s framework from 
Phase 1 this could theoretically result in an SLC, but for such a concern to be valid there would 
need to be a sufficiently large difference (in terms of competitive strength) between both Parties 
and other firms (otherwise there is another ‘just losing’ firm, to replace one of the two Parties,  

). Such a distinction between the two Parties, on the one hand, and all other suppliers, on 
the other, is not plausible because the Parties are not close competitors, for the reasons set out in 
Section 3. 

5.18 More specifically, and considering these scenarios in turn: 

a. An outcome with only three bidders in the counterfactual, including both Parties (as would be 
required for the question of an SLC to emerge) is practically impossible. It would require not only 
that either Siemens or Alstom-Bombardier would not bid,  

 
 
 
 
 
 
 
 
 
 

 

b. An outcome with only four bidders in the counterfactual, again including both Parties (as would 
be required for the question of an SLC to emerge), also seems unlikely,  
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Conclusion 
5.19 The CMA's theories of harm in mainline signalling from Phase 1 are linked very specifically to the 

TCSF. As demonstrated in Sections 3 and 4, no concerns can plausibly arise if the TCSF is 
implemented as intended. A fortiori then, in the absence of this major change to the market, given 
current market conditions no concern about an SLC can plausibly arise. 

5.20 If the TCSF was abandoned entirely, the Transaction could only enhance rivalry in mainline 
signalling, not diminish it, by creating a stronger contender to the incumbent suppliers Siemens and 
Alstom-Bombardier. 

5.21 That leaves the possibility of a partially implemented or partially successful TCSF. We cannot 
identify all of the outcomes that such ‘reduced form’ TCSF could lead to. However, based on the 
conceivable scenarios discussed above, there are no circumstances in which the Transaction is 
more likely to be anti-competitive than pro-competitive. 

5.22 Given this set of outcomes, it is hard to see how the CMA could identify a specific counterfactual 
that it considers most likely, in which an SLC is more likely than not. 
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a challenge to the incumbents with the creation of a stronger, more effective player  
. 
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