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The analytical process in merger investigations – the UK Safeway bidding battle
The UK supermarket sector is one of the most dynamic supermarket sectors in the world. Prior to the conclusion of the merger about to be described there were four key players. These were, ranked in order of market share at the start of the process, Tesco, Sainsburys, Asda and Safeway. 

Tesco is the largest UK supermarket group and has internationalised its operations recently moving into eastern central Europe and the Far East (Thailand). Asda is owned by WalMart, the largest retailer in the world. Sainsburys is owned by the family of the same name and is largely restricted to the UK market. Safeway is not linked to the group of the same name in the USA and was the object of the bidding war.
Regulatory background

The supermarket sector had been subject to what is called in the UK a ‘complex monopoly’ inquiry in the year 2000. These inquiries are fairly unique to the UK regulatory system. They are essentially inquiries into sectors where there is believed to be a general competition problem. The problem is usually not caused by a particular company or act, but is a concern that certain sectors are not working in the interests of the general public. Complex monopoly inquiries have been carried out on a large number of sectors and problems; most notably, supermarkets, new car retailing, extended warranties on electrical products and beer distribution.
The complex monopoly inquiry looked at the overall state of the UK supermarket sector and had a very broad remit. The key conclusions that they came to were that the sector was largely competitive, but that further concentration would likely be detrimental and that suppliers generally suffered from an abuse of buyer power by the big supermarket chains. This latter problem triggered the creation of a Code of Conduct for the relations between suppliers and supermarkets. 

Part I: the merger is launched and is reviewed by the Office of Fair Trading
The gradual stock market decline of 2002 and 2003 had lead to a good deal of speculation that Safeway would be subject to a bid. It was the weakest of the existing ‘big four’ retailers and had been gradually losing market share to its larger rivals. The first salvo in the bidding war was fired on January 9th 2003 by Morrisons with an agreed bid for Safeway. Morrisons is a largely regional supermarket group. It is headquartered in Bradford in Yorkshire, a long way politically and geographically from the South East of England where Tesco and Sainsburys are headquartered. Interestingly Asda is Headquartered in Leeds also in Yorkshire. Morrisons is a low price retailer that competes on equal footing with both Tesco and Asda. Indeed Asda and Morrisons are regularly sited as the lowest priced retailers. It is, however, different to other retailers in its largely vertically controlled supply chain. It is also dominated by its main owner Ken Morrison. 
Within two weeks of the agreed bid being announced each of the other three supermarket groups announced an offer the Safeway. Sainsburys was quickest off the mark with an offer, followed by Asda and Tesco. Because of the size of the bids each was initially overseen by the OFT. In terms of the questions that were asked the OFT sent a letter to Consumers’ Association with the following questions:
General questions

1. What are your general views on the effect that each of the bids for Safeway would have, if successful, on competition in one-stop shopping and the business sectors that supply the affected stores?

 Convenience retailing

2. Accepting the premise in the Competition Commission report (the Supermarkets Report) that supermarkets also provide a venue for secondary or convenience shopping, what do you envisage will be the impact of each of the bids for Safeway, if successful, on competition within ‘convenience’ retailing at both national and local level?

Petrol Retailing

3. What do you believe will be the impact, if any, of each of the bids on the petrol retailing industry in the UK? Please include comment on any local competition issues that you think might arise.

Barriers to Entry into the supermarket sector

4. The Supermarkets Report concluded that lack of availability of sites and the planning regime make entry into multiple grocery retailing difficult. To what extent, in your view, has the position changed, if at all, since the publication of the Report? If you believe it has changed, please provide specific examples to illustrate these changes.

5. Please provide details of the number of planning applications you have made in 2001 and 2002. In each case please provide details of the proposed store location (specifying postcodes), proposed store size and whether the application was successful or not. In cases where applications were unsuccessful please provide the reason(s) for this.

6. What do you believe will be the impact of each of the proposed transactions on barriers to entry?

Local overlaps in supermarket retailing

7. One of the issues we wish to examine is the extent to which competition might be affected at a local level by each of the proposed transactions and in which geographic areas those effects might be greatest. Part of this assessment will include isochrone analysis similar to that set out in the Supermarkets Report.

We would welcome any views you might have on this issue together with any supporting information you might wish to provide. Please describe the methodology and key assumptions used in any supporting evidence you provide.

8. The bidders have made public their willingness to consider the divestment of stores. If considering divestment as a possible means of addressing the local competition issues are there any particular issues that you feel that the Office should bear in mind?

Buyer Power

9. The issue of buyer power was a key element of the Supermarkets Report.  From your perspective what, if anything, has changed since the report that might affect the analysis presented there. Please provide evidence to support your view. (The Code of Practice is covered in a separate question below.)

10. Bearing in mind the analysis in the Supermarkets Report, please comment on the extent to which the proposed transactions would strengthen the bidders’ buying positions and the effects you think that this might have. 

11. Since the Supermarkets Report, a Code of Practice has been put in place.  Please comment on how the Code is working, supporting your views with specific examples.

The OFT process

Analytically the OFT process was a complex one. In normal merger cases a single bid/deal is being analysed against a relatively fixed set of parameters – the other competitors and issues in the marketplace. In this case the parameters were a series of other bids from all the major supermarket players, plus a series of possible bids from financiers. Any analysis thus had to run either four parallel sets of assumptions and processes – or carry out one process that encapsulated all four bids at the same time and then ranked them in terms of impacts.
The CA response to the OFT

The view that we needed to take on the OFT questions was actually quite a complex one. In all merger cases the first view analytically that one takes is the most important one. To judge the impact of a merger one must have a ‘sense’ of the market; a story that allows you to work out how the market functions. 

In this case the approach involved some standard and some novel approaches. The standard approaches involved re-reading the 2000 complex monopoly investigation and extracting the most appropriate elements of the analysis for revisiting in this merger case. This is a useful process not just because it allows you to tap into those conclusions already made about the sector, but because it gives you a benchmark against which to test your own ideas. 

The second standard tool is the data crunching exercise. Thankfully the previous Competition Commission report had produced a reasonable amount of data to allow a re-run of some of the calculations to allow an assessment of the likely impact of each merger. 

The basic data crunching exercises involved inputting market share data by postcode for all parties. The standard Herfindahl Hirschman Index (market share for each player squared and then summed) calculation was carried out for each party on a region by region basis. The often more practical ‘numbers equivalent’ Herfindahl Index calculation (the percentage point market share squared and summed and then divided into one) was also carried out for each area and for the overall market. The great advantage of the numbers equivalent HI is that you can get a quick picture of what the market looks like in terms of number of firms.

In this case the numbers equivalent HI became quite key to the outcome as the parameters of competition began to focus on the interface between national and local market competition. This is always a really tough area to assess. In this case the data exercise allowed us to construct a model of the interaction which then allowed us to propose a solution based on a hybrid measure of competition. 
Consumers’ Association comments on the proposed bids to acquire Safeway plc by: Asda; Wm Morrison; Sainsbury and Tesco

Summary

· Pricing strategies at a national and local level are important factors in the analysis of each proposed merger

· Different bidders have very different pricing strategies and policies at both levels

· Supermarkets are generally well liked by consumers and offer good overall value for money

· The impact of different bids on local competition vary widely

· Divestments may ameliorate competition concerns for some bidders

On specific bids

· Morrisons: the potential positive impact on competition is significant. Potential negative impact are not significant. There should be no referral to the Competition Commission.

· Asda, Sainsburys, Tesco: the potential positive impact on competition is less significant and less straightforward to identify, although this differs between bidders. Potential negative impacts are significant. Tools to limit this impact are available, but it is not clear how effective they would be. All three bids should be referred to the Competition Commission.

General questions

12. What are your general views on the effect that each of the bids for Safeway would have, if successful, on competition in one-stop shopping and the business sectors that supply the affected stores?
Comment

The range of bids placed before the OFT for Safeway make the analysis of each of them, and the overall state of the market, a complex one. We will deal with this complexity by making a number of preliminary comments about the state of the supermarket retail market as a whole, before addressing the potential impact of each proposed merger in turn. We will also attempt to draw out common themes from the proposed bids to distinguish generic competition issues common to the sector from specific competition issues related only to one bid.

The starting point for any analysis of the sector has to be the Competition Commissions exhaustive review of the sector in 2001. We will thus refer to this report at a number of points during our analysis. 

Another central element to our analysis will be the approach adopted by the Department of Justice in the 1992 Federal Trade Commission Horizontal Merger Guidelines (amended in 1997 with new section on efficiency defences). This approach established a useful set of rules of thumb for assessing changes concentration in merger cases using the Herfindahl-Hirschman Index (HHI
). We will be basing our approach to the market in significant part on Section 1.51 of the General Standards:

            ‘In evaluating horizontal mergers, the Agency will consider both the post-merger market concentration and the increase in concentration resulting from the merger. Market concentration is a useful indicator of the likely potential competitive effect of a merger. The general standards for horizontal mergers are as follows: 

a) Post-Merger HHI Below 1000. The Agency regards markets in this region to be unconcentrated. Mergers resulting in unconcentrated markets are unlikely to have adverse competitive effects and ordinarily require no further analysis. 

b) Post-Merger HHI Between 1000 and 1800. The Agency regards markets in this region to be moderately concentrated. Mergers producing an increase in the HHI of less than 100 points in moderately concentrated markets post-merger are unlikely to have adverse competitive consequences and ordinarily require no further analysis. Mergers producing an increase in the HHI of more than 100 points in moderately concentrated markets post-merger potentially raise significant competitive concerns depending on the factors set forth in Sections 2-5 of the Guidelines. 

c) Post-Merger HHI Above 1800. The Agency regards markets in this region to be highly concentrated. Mergers producing an increase in the HHI of less than 50 points, even in highly concentrated markets post-merger, are unlikely to have adverse competitive consequences and ordinarily require no further analysis. Mergers producing an increase in the HHI of more than 50 points in highly concentrated markets post-merger potentially raise significant competitive concerns, depending on the factors set forth in Sections 2-5 of the Guidelines. Where the post-merger HHI exceeds 1800, it will be presumed that mergers producing an increase in the HHI of more than 100 points are likely to create or enhance market power or facilitate its exercise. The presumption may be overcome by a showing that factors set forth in Sections 2-5 of the Guidelines make it unlikely that the merger will create or enhance market power or facilitate its exercise, in light of market concentration and market shares.’ 

We will also be making use of the less common Herfindahl Index and numbers equivalent (1/HI) measure of the number of effective competitors. 

The markets under consideration

It is clear from the Competition Commission report on the Supermarket sector that there are two main drivers for defining the relevant market. As the Competition Commission argues:

2.53. We conclude that the relevant economic market for the purposes of our investigation is the market for one-stop grocery shopping carried out in stores of 1,400 sq metres or more. Shopping patterns are essentially local, most consumers travelling no more than 10 minutes to the supermarket in urban areas and no more than 15 minutes in non-urban areas. The geographic extent of the market broadly  corresponds to local catchment areas but may be somewhat wider, depending on the degree of overlap of such catchments. Where particular grocery retailers have a presence in a number of such overlapping catchments, the market may be regarded as in some respects regional.

From consumer behaviour it can thus be argued that the main impact of any of these mergers will occur in the hundreds of local markets within which supermarkets compete. While the overall national picture is enlightening, it is the degree to which consumers engaged in their local shopping, will be affected by each merger that will determine the overall impact on competition. The market is very much an aggregation of a large number of local markets, rather than a national market played out at the local level. 

However, it was also recognized that a significant caveat had to be placed on this approach. This caveat was provided by the pricing strategies of the supermarkets themselves. The Competition Commission divided the supermarket groups into four different categories of price setter.

2.238. ….we were able to identify four broad approaches and to allocate each of the main parties to one of four groups.

· 2.239. In the first group are the limited range discount stores that seek to occupy the lowest position in the price range. They aim to undercut the other mainstream supermarket operators. Aldi told us that it would often lead on price reductions and where necessary would also match price cuts on commodity products or KVIs. Lidl by contrast described its approach as primarily reactive. Netto’s approach is to be the cheapest or, failing that, to match the cheapest with a better-quality product.
· 2.240. The second group of companies characterize themselves as proactive and aggressive in their pricing. They will try to initiate price reductions and ensure that they can beat competitors overall. In this group are Asda, Morrison and Tesco. 

· 2.244. The third group may be characterized as primarily reactive in their pricing,  responding to their competitors’ price adjustments rather than initiating changes themselves. This group contains Sainsbury, Safeway, Somerfield, Kwik Save and Budgens.

· 2.250. The fourth group contains companies which take competitor pricing into account but which appear less constrained by the need to maintain some sort of stable relationship with their competitors’ prices. This group consists of Booth, CWS, Waitrose, M&S and Iceland. 
For the purposes of this analysis one can divide the supermarkets thus:

	Limited range discounters
	Proactive and aggressive
	Primarily reactive
	Less constrained

	Aldi
	Asda
	Sainsburys
	Booth

	Lidl
	Morrisons
	Safeway
	CWS

	Netto
	Tesco
	Somerfield
	Waitrose

	
	
	Kwik Save
	M&S

	
	
	Budgens
	Iceland


The division of the supermarkets into types does raise the question about the future place of Safeway within that group. Differing bids could either entrench it into the primarily reactive group or move it more firmly into the proactive and aggressive group. Of course, its movement into the more proactive and aggressive group may alter the strategy of the original player in that category and indeed drag them into the more reactive camp.

Pricing in local markets

A further highly significant issue in the assessment of this proposed merger is the impact that it might have on the price for goods at a local level. This will depend on two key factors – firstly the pricing policies of the firms involved, and secondly the reduction in competition that each bid might engender that would affect that pricing policy. 

We note that the competition commission in its report concluded on national/local pricing policies thus:

Competition finding on practice (c)

2.406. We conclude that the practice of setting retail prices across different stores in different geographical areas in the light of local competitive conditions, such variation not being related to costs, is carried on by Budgens, the Co-ops, Netto, Safeway, Sainsbury, Somerfield and Tesco. The practice distorts competition in the retail supply of groceries in the UK in that it tends to focus some element of price competition into localities where particular lower-priced competitors are present and away from other areas and contributes to the position that a majority of grocery products are not fully exposed to competitive pressure.

In the context of this bid we thus have the following categorisation of bidders:

	National price setters
	Local price setters

	Asda
	Safeway

	Morrisons
	Sainsburys

	
	Tesco


If we combine the two sets of factors on price setting – overall policy and local flexibility we get the following combination by bidder:

	Morrisons
	Proactive and national pricing

	Asda
	Proactive and national pricing

	Tesco
	Proactive and local pricing/flexing

	Sainsburys
	Reactive and local pricing/flexing

	Safeway
	Reactive and local pricing/flexing


As we discussed above the issue of local flexibility in pricing is only of great relevance if the firms in that market take advantage of the power that they may have to increase prices. The policies that the firms follow on pricing is  thus important insofar as it indicate the likely future trajectory of pricing at the local level should the firm gain significant market power. 

In this regard we note the conclusions of the Competition Commission on the public interest in flexibile pricing strategies and market power. 

2.407. We considered whether the carrying on of the practice by the parties referred to in paragraph 2.406 operated against the public interest. To the extent that consumers who shop in each of these supermarket fascias pay more for their groceries in some areas than in others, and to the extent that cost variations do not account for the differences, the practice has obvious

adverse effects because it discriminates between different consumers. Some consumers pay more than they otherwise would, but only because certain competitors are not present in their area. The fact that some consumers pay more because an Asda or a Morrison store is not present in an area clearly operates against the public interest. Sainsbury and Tesco argued that the effects of the practice on consumers was minimal. However, we have seen (see paragraph 2.399) that the differences in price can be considerable.

2.408. In the Issues Letter, we informed the parties that in our view only those parties having the largest market shares at the national and regional levels, and with a large number of stores of a significant size, were likely to have sufficient market power such that their actions would be capable of operating against the public interest (see paragraph 2.328). We believe that the practice clearly operates against the public interest when operated by a major party. We recognize that even small companies might in some areas have some adverse impact but, overall, that effect is not likely to be significant. Accordingly, we find that Budgens, the Co-ops, Netto and Somerfield are not operating against the public interest in carrying out practice (c).

2.409. In the light of these considerations, we conclude that the practice of setting retail prices across different stores in different geographical areas in the light of local competitive conditions, such variation not being related to costs, when carried out by Safeway, Sainsbury and Tesco, operates and may be expected to operate against the public interest. The particular adverse effect is that their customers tend to pay more at stores that do not face particular competitors than they would if those competitors were in the area.

In light of the competing bids for Safeway we are thus reminded that firstly, the absence of a Morrisons or Asda in an area is deleterious to local price competition. Secondly, those firms with market power who already price flexibly (Sainsburys and Tesco) clearly act against the public interest when doing so. In assessing the likely impact of the proposed mergers on local price competition we take this finding to be centrally important. 

Non price competition

2.226. The parties told us that it was important to achieve the right balance between price and the other aspects of their offer. They said that the successful operators were those that had judged most accurately what combination of price and non-price elements most customers wanted. Tesco terms this combination of factors in its own stores its ‘value-for-money’ offer. It argued that those multiples that had been able to improve both the price and non-price aspects of their offer over recent years, such as Asda, Morrison and Tesco itself, had gained market share at the expense of others that had not achieved the correct balance, such as Safeway and Sainsbury. To illustrate the same point, Somerfield pointed to the relative lack of success of the limited-range discount stores, and to the success of Waitrose. The discount stores had failed to gain significant market share, it argued, despite their price advantage over the mainstream multiples. Waitrose on the other hand had been relatively successful, notwithstanding a price disadvantage compared with other multiples. In Somerfield’s view, that must be because its customers valued other aspects of Waitrose’s offer.

It has been argued in relation to the proposed bids that it is not simply a matter of price competition but a broader one of choice. We recognise that non-price competition is important for consumers and a diversity of store facia and pricing strategies can provide a range from which consumers can choose. However, we are not convinced that this necessarily places one bid above another in terms of the sort of choice on offer. The supermarket groups have all be effective, to a greater or lesser degree, in responding to demographic and social changes in their stocking and product policies. Each supermarket appears to have developed premium ‘private label’ product ranges for the benefit of those customers willing and able to spend additional money on such products. While we accept that different stores market themselves differently and attempt to differentiate themselves on the basis of perceived quality differences we are not convinced that this equates to significant differentiation within store offerings. If the market demands, as it has, a greater choice of high quality, premium priced, products, then the supermarkets have shown themselves able to respond to this demand. There is no reason to suspect that this ability will diminish in the future.

Conclusion on pricing policies

On price flexing: from the competition commission report it is clear that the proposed bids by Morrisons and Asda are least likely to lead to any problem of price flexing in local markets. The Competition Commission recognised this as being against the public interest and it thus needs to be taken account of here. The proposed bids by Sainsburys and Tesco, on the other hand are likely to exacerbate the problem of local price flexing, or spread it to a larger number of markets. 

On overall policies: the proposed bids by Morrisons, Asda and Tesco are most likely to lead to Safeway being a more proactive and aggressive price competitor. Sainsburys are less likely to offer this policy change. 

In combination the bids from Morrisons and Asda are least likely to lead to any price policy problems in local or national markets. The bid by Tesco is likely to increase the aggressiveness on pricing by the combined group, but also possibly extend the policy of price flexing in markets where Tesco is, or is to become, the major play. The bid by Sainsburys is likely to keep Safeway both as a reactive price setter and as a local price flexer. 

However, the probability that this will occur depends on the likely impact of each bid on the overall state of competition. We are assuming that this can be measured by activity at the national level and its impact upon the local level. 

The impact of the proposed mergers on local markets

We have used Appendix 5.2 of the Competition Commission report to analyse the potential impact of each bid on the market at a local level. We have appended our calculations in Appendix A to this paper. We apologise for the length of tables and repetition of data, but we wished to ensure that our workings were transparent and open. 

We have chosen to look at each local market using two indicators – the Herfindahl-Hirschman Index and the numbers equivalent of the Herfindahl Index. The latter gives a rather neat indication of the number of effective competitors that a particular distribution of market power indicates. We can thus see the impact at the local level of the proposed bids and the likely reduction in effective competition that it presages. This is obviously important when combined with the pricing policies outlined above. 

There is considerable debate about the importance of national market share data, and indeed if these data are accurate or indeed reliable. Because we have a clear divide on national pricing policies we have chosen to concentrate on the local market as this is where we think that the greatest and most immediate impact of the mergers would occur. It is also at this level that store divestments will have to be considered as part of the remedies process should it reach that stage. 

Table 1 indicates the impact of the proposed mergers on the number of effective competitors in each case. We have summed the number of local markets in which the impact of the merger is abnormally strongly felt. We have chosen to sum the market in which more than one effective competitor is removed from the local market – as an indication of those markets most likely to be severely affected by each merger.

Table 1

Local markets in which more than one effective competitor is lost

	
	No of local markets
	% of total local markets

	Morrisons
	15.0
	13.6

	Asda
	31.0
	28.2

	Sainsburys
	46.0
	41.8

	Tesco
	51.0
	46.4


As can be seen from the data, the number of market likely to be significantly affected by each merger is quite different. The proposed Morrisons bid will remove more than one effective competitor in 15 markets. Asda will remove more than one competitor in 31 markets, Sainsburys 46 and Tesco 51. The Morrisons bid is thus quantitatively different in that the number of local markets in which it has a significant impact.

If one takes the number of markets in which a significant impact is felt as a percentage of all 110 local markets the difference is perhaps more marked. There is a considerable degree of overlap between the proposed bids and the likely reduction in effective competition, so there can be no summing of different bids. However, the Morrisons bid potentially adversely affects less than 14 pre cent of all local markets, while the other bids affect a little under 30 per cent to more than 45 per cent of all local markets. 

If one wishes to compare the impact of the bids relative to one another one can also take a measure of the number of local markets within which each bid has the greatest reduction of competition. We have

Table 2

Relative impact of bids on local markets

Number of times each bid reduces the number of effective competitors by the largest amount

	
	Morrisons
	Asda
	Sainsburys
	Tesco

	Number of times as greatest loss of competitors
	6
	15
	31
	50

	 - in highly concentrated markets
	4
	7
	21
	36

	 - in moderately concentrated markets
	3
	8
	10
	14


The three rows indicate the number of times that each bidder has the greatest potential negative impact on the number of effective competitors in each local market. Thus Morrisons has the greatest impact on 6 local markets, Asda 15, Sainsburys 31 and Tesco 50. In many cases the impact on local markets can be similar between the bids. We have thus divided the local markets into two groups, based on the US DoJ merger guidelines. In markets with an HHI above 1800 we have defined those as highly concentrated. In markets below that level we have defined these as moderately concentrated. There are no unconcentrated local markets in this sector. Dividing the markets thus allows us to identify the impact of each merger in markets that are highly and moderately concentrated. Obviously, as a rule of thumb, significant impacts in markets that are highly concentrated are of more concern than those in moderately concentrated markets (although this depends on the degree of that impact). 

What this division of impact indicates is that both Morrisons and Asda have an even division of impacts between the highly and moderately concentrated markets, while both Sainsburys and Tesco tend to have more significant impact in the highly concentrated markets. 

We can further analyse the potential impact by taking each merger and using a measure of the loss of effective competition by identifying those markets in which there are currently more than four effective competitors that would see this number reduced to less than four effective competitors post merger. This measure can prove useful because the proposed bid by Morrisons for Safeway is underscored by the creation of a fourth large national player. This process of measurement allows us to identify those markets in which post merger effective competition would not reach that level, as a result of the merger. We note that the tables below do not include those markets where there is already less than four effective competitors.

Morrisons bid

	
	
	Market size £ mn
	Pre merger effective competitor`
	Post merger effective competitors
	Loss of effective competitors

	1
	Darlington
	249.2
	5.3
	3.4
	-1.9

	2
	Harrogate
	156.8
	4.7
	3.3
	-1.4

	3
	Bradford
	382.9
	3.8
	3.6
	-0.2


Asda bid

	
	
	Market size £ mn
	Pre merger effective competitor`
	Post merger effective competitors
	Loss of effective competitors

	1
	Newcastle/Tyne
	900
	6.3
	3.6
	-2.7

	2
	Cleveland
	428.4
	5.9
	3.4
	-2.5

	3
	Motherwell
	307.5
	5.6
	3.3
	-2.3

	4
	Aberdeen
	451.1
	5.7
	3.4
	-2.3

	5
	Glasgow
	1058.7
	5.1
	2.9
	-2.3

	6
	Crewe
	249
	5.8
	3.8
	-2

	7
	Dorchester
	176.5
	4.6
	3.1
	-1.5

	8
	Kirkcaldy
	288.8
	4.8
	3.4
	-1.4

	9
	Paisley
	293.4
	4.4
	3.1
	-1.2

	10
	Harrogate
	156.8
	4.7
	3.5
	-1.2

	11
	Wolverhampton
	207.7
	4.8
	3.8
	-1

	12
	Inverness
	228
	4.6
	3.6
	-1

	13
	Falkirk
	226.5
	4.3
	3.8
	-0.4

	14
	Luton
	275
	4.1
	3.9
	-0.2

	15
	Guildford
	795.5
	4
	3.9
	-0.1


Sainsburys bid

	
	
	Market size £ mn
	Pre merger effective competitor`
	Post merger effective competitors
	Loss of effective competitors

	1
	Walsall
	328.2
	5.7
	3.4
	-2.3

	2
	Crewe
	249
	5.8
	3.6
	-2.2

	3
	Edinburgh
	758.8
	5.6
	3.4
	-2.2

	4
	Taunton
	263
	5.7
	3.7
	-2

	5
	Shrewsbury
	246.9
	5.5
	3.7
	-1.8

	6
	Telford
	180.9
	6.8
	5.1
	-1.7

	7
	Swindon
	416.6
	4.7
	3.1
	-1.6

	8
	London N
	633.7
	4.8
	3.2
	-1.6

	9
	St Albans
	303.5
	4.8
	3.3
	-1.6

	10
	London W
	494.3
	4.6
	3.1
	-1.5

	11
	Torquay
	229.1
	4.4
	2.9
	-1.5

	12
	Sutton
	207.7
	4.2
	2.7
	-1.5

	13
	Canterbury
	413.3
	5.1
	3.8
	-1.4

	14
	Wolverhampton
	207.7
	4.8
	3.5
	-1.3

	15
	Croydon
	327.3
	5.1
	3.8
	-1.2

	16
	Harrogate
	156.8
	4.7
	3.5
	-1.2

	17
	Southend-on-Sea
	542.8
	4.9
	3.7
	-1.2

	18
	Bromley
	387.3
	4.4
	3.3
	-1.1

	19
	Exeter
	441.1
	4.5
	3.4
	-1.1

	20
	Reading
	845.5
	4.7
	3.7
	-1

	21
	Worcester
	253.7
	4.1
	3.2
	-0.9

	22
	Bournemouth
	621.8
	4.6
	3.8
	-0.9

	23
	Ilford
	256.5
	4
	3.3
	-0.7

	24
	Luton
	275
	4.1
	3.5
	-0.6

	25
	Guildford
	795.5
	4
	3.5
	-0.5

	26
	Truro
	240.3
	4.4
	3.9
	-0.5


Tesco bid

	
	Tesco
	Market size £ mn
	Pre merger effective competitor`
	Post merger effective competitors
	Loss of effective competitors

	1
	Carlisle
	265.7
	5.8
	3.4
	-2.4

	2
	Plymouth
	484.5
	6
	3.7
	-2.3

	3
	Bath
	447.2
	6
	3.7
	-2.3

	4
	York
	461.5
	4.8
	2.8
	-2

	5
	Paisley
	293.4
	4.4
	2.4
	-2

	6
	Dorchester
	176.5
	4.6
	2.7
	-1.9

	7
	Walsall
	328.2
	5.7
	3.8
	-1.9

	8
	Inverness
	228
	4.6
	2.7
	-1.9

	9
	Portsmouth
	734.4
	5.4
	3.6
	-1.9

	10
	Worcester
	253.7
	4.1
	2.2
	-1.8

	11
	Edinburgh
	758.8
	5.6
	3.8
	-1.8

	12
	Northampton
	549.3
	5.3
	3.5
	-1.8

	13
	Aberdeen
	451.1
	5.7
	3.9
	-1.7

	14
	Colchester
	358.9
	5.3
	3.7
	-1.6

	15
	Truro
	240.3
	4.4
	2.9
	-1.5

	16
	London N
	633.7
	4.8
	3.3
	-1.4

	17
	Gloucester
	559.7
	5.3
	3.9
	-1.4

	18
	Falkirk
	226.5
	4.3
	2.9
	-1.4

	19
	Southend-on-Sea
	542.8
	4.9
	3.5
	-1.4

	20
	Sutton
	207.7
	4.2
	2.9
	-1.3

	21
	Swansea 
	576
	4.7
	3.5
	-1.3

	22
	Exeter
	441.1
	4.5
	3.3
	-1.2

	23
	Canterbury
	413.3
	5.1
	3.9
	-1.2

	24
	Bristol
	842.7
	5
	3.8
	-1.2

	25
	Reading
	845.5
	4.7
	3.7
	-1

	26
	Torquay
	229.1
	4.4
	3.4
	-1

	27
	Bournemouth
	621.8
	4.6
	3.6
	-1

	28
	St Albans
	303.5
	4.8
	3.8
	-1

	29
	Ipswich
	506.1
	4.9
	3.9
	-0.9

	30
	Kirkcaldy
	288.8
	4.8
	3.9
	-0.9

	31
	Manchester
	744.1
	4.8
	3.9
	-0.9

	32
	London W
	494.3
	4.6
	3.8
	-0.8

	33
	Swindon
	416.6
	4.7
	3.9
	-0.8

	34
	Cardiff
	810.3
	4.6
	3.9
	-0.8

	35
	Ilford
	256.5
	4
	3.3
	-0.7

	36
	Luton
	275
	4.1
	3.6
	-0.5

	37
	Guildford
	795.5
	4
	3.7
	-0.3


Again the difference between the bids becomes quite marked. Morrisons bid only reduces the number of competitors in the local market to below four from above four in three markets, compared to 15, 26 and 37 for Asda, Sainsburys and Tesco.

Countervailing factors

It is clear that there are a number of indicators that point to the proposed mergers having a significant impact on competition, to a lesser or greater degree. However, we also need to identify if there are countervailing factors that need to be assessed to determine whether these are of sufficient import to influence our advice to the OFT. This is particularly important in the issue of store divestments.

National factors

There are two significant countervailing factors in the assessment of the national market. The first is that two of the bidders, Asda and Morrisons operate national level pricing. This is important in assessing the accrual of market power that either bid would afford them. The national pricing policy will only be important if the accrual of market power is of so limited a nature that it does not present the merged entity with an incentive to abandon either its national pricing strategy or its policy of aggressive, proactive pricing. 

The second important factor is the fact that prices in supermarkets have been on a downward trend for some time as a result of the degree of rivalry between the supermarket groups. Consumers also tend to favour supermarkets over other shopping opportunities and customer satisfaction with supermarkets is generally very high. The sector is thus not at the top of the list of problem sectors for consumers. 

While these countervailing factors are important they are also based on the assumption that the level of price competition and customer satisfaction is driven by the degree of competition felt at the national and local level. In this light we note that the Competition Commission itself argued that:

2.71. After taking account of these points in the light of our objective criteria, we found that, of the 1,700 that we looked at, 175 stores remained of potential concern. Our analysis suggested that, elsewhere, there was in broad terms adequate consumer choice.

Divestments

In making bids, or potential bids, for the Safeway group a number of supermarkets have indicated a willingness to offer limited divestments to ameliorate competition concerns. The issue of divestments is key to assessing whether the bids by Asda, Sainsburys and Tesco can be allowed through on the basis of a divestment strategy. 

There are a number of key questions in this regard. They relate mainly to the viability of a store divestment strategy. Essentially the question centres on whether a rival (such as Morrisons) could take divested stores and use them to become a more effective competitor for the newly merged group (Sainsburys/Tesco/Asda - Safeway). The answer to this is provided in part through the Competition Commission report. 

Store Size

2.40. We conclude that the minimum store size required for a one-stop shop is 1,400 sq metres. None of the three limited range discounters (Aldi, Lidl and Netto) has any stores of this size. Nor does Iceland, and Budgens has only one. We conclude that these five parties cannot provide a sufficient range or depth of product to service the one-stop shop market. We also consider that M&S, although some of its food halls meet the 1,400 sq metres size criterion, falls outside our definition of the one-stop shop because it offers only M&S own-label goods, lacks the full food product range needed for one-stop shopping, generally does not offer flat car parking and has a much more limited range of non-food grocery products than we consider is needed to meet one-stop shopping needs.

We would conclude from the analysis of the Commission that divestments of stores would have to be of the larger Safeway stores. We note that Safeway has a diverse range of store sizes. While few would appear to fall below the 1,400 sq m measure we would be interested to see the degree to which rival operators to each of the bids would be willing and able to take over smaller stores.
Safeway's UK store numbers, 1996 – 2000

	By store size
	1996
	1997
	1998
	1999
	2000

	20,000 sq. ft. & over
	234
	247
	253
	256
	257

	10,000-19,999 sq. ft.
	116
	124
	130
	139
	145

	under 10,000 sq. ft.
	20
	29
	68
	68
	68

	Total
	370
	400
	451
	463
	470

	Safeway (N. Ireland)
	- 
	- 
	15
	12
	12

	Presto
	109
	90
	20
	- 
	- 

	Total
	479
	490
	486
	475
	482

	BP Forecourts
	- 
	1
	7
	10
	42


Economies of scale
2.128. The results from our analysis of the staff costs of Tesco, Sainsbury, Asda, Safeway and Morrison suggested that there were statistically significant economies of scale for all the companies except Morrison (whose stores are largely of the same size). However, the effects were greatest (in absolute terms) for small stores. Above 3,000 sq metres or so the impact was modest, and for some companies disappeared altogether (see paragraphs 10.30 to 10.33).

We are not clear whether this has an impact on a divestment strategy as the ability of a supermarket to extract scale economies from their increased store portfolio is largely a matter of internal management. However, if it is difficult to extract such economies from certain formats then we think that this is a factor that would have to come into any analysis of the viability of a divestment strategy.

Distribution costs and overheads

2.136. Our analysis of the main parties’ non-store costs suggested that all the larger main parties were able to achieve most of the economies of scale that are available. Combined nonstore costs were fairly consistent (at 6 to 7 per cent of sales) across all the larger parties. On distribution costs, there was no evidence of economies of scale beyond the regional level. For overheads there was some evidence that the larger multiples had lower overheads as a percentage of sales than the smaller companies (see paragraph 10.66).

2.207. In a situation where land and sites are scarce, incumbents with the largest shares of the grocery market are likely to be most favourably placed to defend their position against new entrants, particularly if they have a strong presence in specific local areas or larger regions. In this connection, we considered whether the major parties, in particular, enjoyed any economies of scale that might make new entry even more difficult. We examined to what extent economies of scale either at the company or the store level might present significant barriers to entry or expansion.

2.209. It was argued, and we accept, that at the company level economies of multi-store operation are also significant. These may enable companies to secure more favourable buying terms, to improve distribution efficiencies or to spread fixed or semi-fixed costs. Entry on a large scale would be required to take advantage of such economies as are already enjoyed by incumbent operators. There may also be economies in distribution costs to stores that are concentrated in particular areas. Tesco and Sainsbury in the South of England, and Morrison in the North and North-East, may be better placed to exploit the concentration of their stores than, say, Somerfield whose outlets are scattered right across Great Britain.

We think that the issue of distribution costs could be very important in any analysis of a divestment strategy. We note that the CC indicate that there is no evidence of economies of scale in distribution beyond the regional level. This could be important because it indicates that there is evidence of such economies at the regional level. If a divestment strategy involves the divestment of stores in areas away from the existing operations of the supermarket able and willing to buy those stores then the scale economies present at a regional level may not appear. Indeed, if the strategy involves the carving out of stores on a regionally heterogeneous basis the chance to develop scale economies in distribution could be jeopardised. This would raise serious questions about the viability of a divestment strategy.
Convenience retailing

13. Accepting the premise in the Competition Commission report (the Supermarkets Report) that supermarkets also provide a venue for secondary or convenience shopping, what do you envisage will be the impact of each of the bids for Safeway, if successful, on competition within ‘convenience’ retailing at both national and local level?

Given the analysis in the recent Tesco/T&S case we do not see any undue impact of any of the merger bids on the convenience sector. Indeed, given the number of smaller stores that Safeway operates any divestments that may occur, or indeed the vigour introduced by a new owner, may improve the picture in convenience retailing.
Petrol Retailing

14. What do you believe will be the impact, if any, of each of the bids on the petrol retailing industry in the UK? Please include comment on any local competition issues that you think might arise.

We see no significant impact on petrol retailing. The supermarkets in combination have a market share similar to one of the big four firms. Any accrual of market power here is unlikely to be significant.

Barriers to Entry into the supermarket sector

4, 5 – no comment

6. What do you believe will be the impact of each of the proposed transactions on barriers to entry?

We have insufficient data to indicate the impact of each merger on entry barriers. The data we do have point to significant entry barriers being created in the case of Tesco and Sainsburys in a large number of local markets, Asda in a significant number of local markets and Morrisons in a small number of local markets. However, the countervailing argument on the number of divestments possible or necessary to remove these barriers makes a firm decision difficult at this stage. 

Local overlaps in supermarket retailing

7, 8  See answers above for our views on these questions.
Buyer Power

9, 10 ,11 We are not in a position to judge the position of suppliers nor the degree to which they may be adversely affected by each proposed merger. We are interested, though, that one bidder – Morrisons – does appear to operate a different system of supplier relationship than its rivals. We think that it is possible an important factor in this area. 

Conclusion

We have rarely come across a merger, or series of proposed mergers that has presented as many problems as this series does. On balance we think that there are three key factors in assessing what position to take. 

Firstly, are all bids sufficiently alike on pricing? We think that there are a number of issues that all bidders share, in terms of strengthening of pre-existing dominant positions, stronger power in relation to suppliers and the enhancement of entry barriers. However, we think that the division we have drawn, after the CC, on pricing strategies divides the groups into those where pricing strategies are an area of concern (Sainsburys, Tesco) and those where they are not (Asda, Morrisons). On pricing strategies alone we can draw a difference between the various bidders. This is important in assessing the sort of commitments needed to limit potential problems and simply in the degree of concern about those bids.

Secondly, are all bids alike in terms of competition impact? Here we think that there is a reasonably clear division between the Morrisons bid and the other three supermarket bids. In the case of Morrisons it is clear that the merger would create a fourth significant competitor in the supermarket sector. The strengthening of the fourth competitor to bring it to a level of scale similar to the top three firms is a significant factor. Intuitively having four significant competitors rather than three appeals in competition terms, particularly as it would involve that strengthened fourth competitor moving from being reactive and flexible in its pricing to being proactive and national. The level of store overlap is very low for this bid and does not require significant effort in identifying potential divestments. In only three cases will the number of effective competitors in an area be reduced to below four as a result of this proposed merger. We do not think that the potential negative impact on competition of the Morrisons bid is significant and indeed the potential positive impact of the bid on competition in a large number of local markets is an important counterweight. 

In contrast the bids by Asda, Sainsburys and Tesco do potentially raise significant competition concerns. At a simple national level it would entail the significant strengthening of one of the top three firms. Already, the CC have indicated  that this strength can have negative implications for competition. It would also, importantly leave a significant ‘step down’ effect on the gap between the top three firms and the fourth, fifth and sixth competitors. In national terms we could be left post merger with three national competitors and a rump of smaller regional or demographic niche operators. 

Third, are countervailing factors and divestments capable of remedying the situation? In the case of Morrisons we think that the process of identifying possible divestments is pretty straightforward. In the case of Asda, Sainsburys and Tesco we think that the range of options on divestment, their scale and their likely impact require mush closer analysis. We are not convinced that these divestments can deal with all the competition concerns that the bids raise; we are also not convinced that they cannot.

In summary we are minded of a view taken by the Competition Commission:

6.22. Finally, we considered the possibility that stage 2 may have missed instances where a large store faces competition only from two small rivals from the major parties, as Safeway, Sainsbury and Tesco do operate some smaller stores. We therefore looked for cases where only these three were present, and the two competitors within the isochrone only operated stores that were not effective competitor stores as defined earlier. We refer to this as ‘ineffective triopoly’

We would be concerned if any of these bids lead to the creation of an ineffective triopoly. In the case of the bid by Morrisons this possibility does not arise and we see absolutely no reason for this bid to be referred to the Competition Commission. However, the bids by Asda, Sainsburys and Tesco raise issues of such importance that a reference to the Competition Commission for them is essential. In each case we reserve our judgement about whether any divestments that they offer at this, or a later, stage are capable of limiting the potential negative impact on competition that they would bring with them.

Consumers’ Association

February 2003

Appendix A Regional Market shares for merging parties

NB – the remainder figure is a statistical indication of the effective size of a seventh competitor, taken to represent the rest of the market. It is not the remainder of the market on a percentage basis. It was calculated to bring the market share data by competitor into line with the overall HHI figure for each market used by the Competition Commission. It is thus an indicator of the effective competition faced in each market by the remainder of the market, rather than an indication that the sum total of remaining competition equals that sum.

Morrisons 

Regional Market Share Data

Herfindahl-Hirschman Index for pre and post merger market

Only those markets with any form of impact

	Area
	Size (£ mn)
	Tesco
	Sainsburys
	Asda
	Safeway
	William Morrisons
	No 6
	Remainder
	HHI pre merger
	HHI post merger
	Change in HHI

	Darlington
	249.20
	6.1
	0.0
	15.4
	15.7
	33.3
	12.8
	9.7
	1887.0
	2932.6
	1045.6

	Harrogate
	156.80
	0.0
	22.5
	22.1
	16.5
	27.9
	7.6
	3.5
	2115.0
	3035.7
	920.7

	Blackpool
	230.80
	17.6
	9.1
	2.5
	23.3
	13.9
	17.7
	7.5
	1505.0
	2152.7
	647.7

	Leeds
	636.20
	9.7
	16.1
	21.4
	11.7
	25.9
	6.6
	4.9
	1687.0
	2293.1
	606.1

	Hull
	290.50
	9.8
	11.6
	23.3
	17.2
	17.0
	13.8
	3.6
	1562.0
	2146.8
	584.8

	Walsall
	328.20
	15.6
	21.4
	6.4
	28.4
	9.3
	10.4
	4.2
	1761.0
	2289.2
	528.2

	Cleveland
	428.40
	5.5
	13.2
	25.0
	24.7
	9.8
	10.2
	7.0
	1688.0
	2172.1
	484.1

	Shrewsbury
	246.90
	13.1
	20.7
	0.0
	21.7
	9.8
	24.7
	5.3
	1805.0
	2230.3
	425.3

	Carlisle
	265.70
	28.9
	0.0
	12.5
	21.1
	9.6
	8.6
	11.3
	1730.0
	2135.1
	405.1

	Crewe
	249.00
	11.1
	21.0
	18.3
	25.1
	7.9
	10.6
	4.4
	1723.0
	2119.6
	396.6

	Telford
	180.90
	16.7
	18.1
	19.3
	13.7
	13.4
	10.3
	5.3
	1480.0
	1847.2
	367.2

	Nottingham
	889.90
	12.3
	15.1
	20.1
	11.1
	15.3
	9.5
	8.8
	1308.0
	1647.7
	339.7

	Preston
	419.50
	19.7
	17.0
	13.9
	8.7
	18.3
	9.3
	7.2
	1419.0
	1737.4
	318.4

	Sheffield
	959.20
	15.7
	16.4
	13.3
	8.1
	19.0
	10.6
	7.9
	1293.0
	1600.8
	307.8

	York
	461.50
	36.5
	9.6
	10.3
	20.4
	7.2
	6.8
	6.0
	2081.0
	2374.8
	293.8

	Newcastle/Tyne
	900.00
	7.7
	9.0
	26.5
	22.8
	6.4
	7.6
	11.7
	1598.0
	1889.8
	291.8

	Sunderland
	192.00
	4.6
	12.0
	27.9
	5.9
	24.6
	17.0
	4.7
	1895.0
	2185.3
	290.3

	Lincoln
	185.50
	21.9
	12.8
	16.3
	8.5
	15.1
	11.0
	9.0
	1412.0
	1668.7
	256.7

	Stockport
	532.30
	23.4
	22.5
	5.8
	9.5
	12.8
	10.5
	9.2
	1537.0
	1780.2
	243.2

	Bolton
	318.80
	18.3
	5.9
	33.1
	7.8
	13.3
	7.8
	7.7
	1823.0
	2030.5
	207.5

	Wakefield
	360.40
	6.2
	14.8
	20.6
	2.5
	33.8
	5.3
	7.6
	1916.0
	2085.0
	169.0

	Derby 
	538.60
	12.2
	31.8
	13.0
	7.2
	11.2
	15.3
	5.2
	1767.0
	1928.3
	161.3

	Warrington
	494.10
	1.7
	14.6
	37.3
	4.3
	15.4
	9.8
	9.3
	2046.0
	2178.4
	132.4

	Doncaster
	543.10
	19.6
	9.8
	26.5
	4.0
	16.3
	9.0
	6.2
	1583.0
	1713.4
	130.4

	Bradford
	382.90
	14.0
	13.3
	13.8
	1.4
	45.0
	2.3
	5.2
	2623.0
	2749.0
	126.0

	Northampton
	549.30
	34.2
	20.0
	6.0
	14.1
	4.2
	4.6
	6.8
	1890.0
	2008.4
	118.4

	Perth
	729.90
	26.2
	14.0
	8.0
	10.4
	5.5
	15.2
	9.9
	1414.0
	1528.4
	114.4

	Stoke-on-Trent
	504.40
	23.9
	14.7
	12.0
	7.3
	7.4
	19.1
	9.2
	1489.0
	1597.0
	108.0

	Coventry
	662.80
	21.9
	33.6
	14.8
	9.3
	4.8
	7.0
	4.8
	2009.0
	2098.3
	89.3

	Leicester
	733.30
	15.6
	24.3
	15.7
	9.3
	4.8
	6.7
	12.2
	1384.0
	1473.3
	89.3

	Lancaster
	282.50
	12.1
	10.8
	32.8
	2.5
	15.4
	11.4
	8.3
	1781.0
	1858.0
	77.0

	Dartford
	441.50
	17.7
	25.0
	19.9
	15.9
	2.4
	5.0
	7.0
	1667.0
	1743.3
	76.3

	Birmingham
	1326.90
	14.2
	25.5
	22.0
	16.2
	2.0
	8.8
	4.9
	1704.0
	1768.8
	64.8

	Manchester
	744.10
	35.9
	16.0
	18.9
	6.4
	2.3
	9.7
	6.1
	2079.0
	2108.4
	29.4

	London E
	527.00
	21.8
	46.3
	10.9
	5.0
	1.1
	7.4
	3.5
	2831.0
	2842.0
	11.0


Bold – Highly concentrated markets

Italics – highly concentrated market with minor accrual of market power

Herfindahl Index and numbers equivalent effective competitors pre and post merger

Only those markets with any form of impact

	Area
	Size (£ mn)
	Tesco
	Sainsburys
	Asda
	Safeway
	William Morrisons
	No 6
	Remainder
	HI per merger
	HI post merger
	Effective competitors pre merger
	Effective competitors post merger
	Loss of effective competitors

	Loss of more than 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Blackpool
	230.80
	17.6
	9.1
	2.5
	23.3
	13.9
	17.7
	7.5
	0.2
	0.2
	6.6
	4.6
	-2.0

	Darlington
	249.20
	6.1
	0.0
	15.4
	15.7
	33.3
	12.8
	9.7
	0.2
	0.3
	5.3
	3.4
	-1.9

	Hull
	290.50
	9.8
	11.6
	23.3
	17.2
	17.0
	13.8
	3.6
	0.2
	0.2
	6.4
	4.7
	-1.7

	Nottingham
	889.90
	12.3
	15.1
	20.1
	11.1
	15.3
	9.5
	8.8
	0.1
	0.2
	7.6
	6.1
	-1.6

	Leeds
	636.20
	9.7
	16.1
	21.4
	11.7
	25.9
	6.6
	4.9
	0.2
	0.2
	5.9
	4.4
	-1.6

	Sheffield
	959.20
	15.7
	16.4
	13.3
	8.1
	19.0
	10.6
	7.9
	0.1
	0.2
	7.7
	6.2
	-1.5

	Harrogate
	156.80
	0.0
	22.5
	22.1
	16.5
	27.9
	7.6
	3.5
	0.2
	0.3
	4.7
	3.3
	-1.4

	Telford
	180.90
	16.7
	18.1
	19.3
	13.7
	13.4
	10.3
	5.3
	0.1
	0.2
	6.8
	5.4
	-1.3

	Cleveland
	428.40
	5.5
	13.2
	25.0
	24.7
	9.8
	10.2
	7.0
	0.2
	0.2
	5.9
	4.6
	-1.3

	Walsall
	328.20
	15.6
	21.4
	6.4
	28.4
	9.3
	10.4
	4.2
	0.2
	0.2
	5.7
	4.4
	-1.3

	Preston
	419.50
	19.7
	17.0
	13.9
	8.7
	18.3
	9.3
	7.2
	0.1
	0.2
	7.0
	5.8
	-1.3

	Carlisle
	265.70
	28.9
	0.0
	12.5
	21.1
	9.6
	8.6
	11.3
	0.2
	0.2
	5.8
	4.7
	-1.1

	Lincoln
	185.50
	21.9
	12.8
	16.3
	8.5
	15.1
	11.0
	9.0
	0.1
	0.2
	7.1
	6.0
	-1.1

	Crewe
	249.00
	11.1
	21.0
	18.3
	25.1
	7.9
	10.6
	4.4
	0.2
	0.2
	5.8
	4.7
	-1.1

	Shrewsbury
	246.90
	13.1
	20.7
	0.0
	21.7
	9.8
	24.7
	5.3
	0.2
	0.2
	5.5
	4.5
	-1.1

	Newcastle/Tyne
	900.00
	7.7
	9.0
	26.5
	22.8
	6.4
	7.6
	11.7
	0.2
	0.2
	6.3
	5.3
	-1.0

	Loss of under 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stockport
	532.30
	23.4
	22.5
	5.8
	9.5
	12.8
	10.5
	9.2
	0.2
	0.2
	6.5
	5.6
	-0.9

	Sunderland
	192.00
	4.6
	12.0
	27.9
	5.9
	24.6
	17.0
	4.7
	0.2
	0.2
	5.3
	4.6
	-0.7

	York
	461.50
	36.5
	9.6
	10.3
	20.4
	7.2
	6.8
	6.0
	0.2
	0.2
	4.8
	4.2
	-0.6

	Bolton
	318.80
	18.3
	5.9
	33.1
	7.8
	13.3
	7.8
	7.7
	0.2
	0.2
	5.5
	4.9
	-0.6

	Perth
	729.90
	26.2
	14.0
	8.0
	10.4
	5.5
	15.2
	9.9
	0.1
	0.2
	7.1
	6.5
	-0.5

	Doncaster
	543.10
	19.6
	9.8
	26.5
	4.0
	16.3
	9.0
	6.2
	0.2
	0.2
	6.3
	5.8
	-0.5

	Derby 
	538.60
	12.2
	31.8
	13.0
	7.2
	11.2
	15.3
	5.2
	0.2
	0.2
	5.7
	5.2
	-0.5

	Stoke-on-Trent
	504.40
	23.9
	14.7
	12.0
	7.3
	7.4
	19.1
	9.2
	0.1
	0.2
	6.7
	6.3
	-0.5

	Leicester
	733.30
	15.6
	24.3
	15.7
	9.3
	4.8
	6.7
	12.2
	0.1
	0.1
	7.2
	6.8
	-0.4

	Wakefield
	360.40
	6.2
	14.8
	20.6
	2.5
	33.8
	5.3
	7.6
	0.2
	0.2
	5.2
	4.8
	-0.4

	Northampton
	549.30
	34.2
	20.0
	6.0
	14.1
	4.2
	4.6
	6.8
	0.2
	0.2
	5.3
	5.0
	-0.3

	Warrington
	494.10
	1.7
	14.6
	37.3
	4.3
	15.4
	9.8
	9.3
	0.2
	0.2
	4.9
	4.6
	-0.3

	Dartford
	441.50
	17.7
	25.0
	19.9
	15.9
	2.4
	5.0
	7.0
	0.2
	0.2
	6.0
	5.7
	-0.3

	Lancaster
	282.50
	12.1
	10.8
	32.8
	2.5
	15.4
	11.4
	8.3
	0.2
	0.2
	5.6
	5.4
	-0.2

	Birmingham
	1326.90
	14.2
	25.5
	22.0
	16.2
	2.0
	8.8
	4.9
	0.2
	0.2
	5.9
	5.7
	-0.2

	Coventry
	662.80
	21.9
	33.6
	14.8
	9.3
	4.8
	7.0
	4.8
	0.2
	0.2
	5.0
	4.8
	-0.2

	Bradford
	382.90
	14.0
	13.3
	13.8
	1.4
	45.0
	2.3
	5.2
	0.3
	0.3
	3.8
	3.6
	-0.2

	Manchester
	744.10
	35.9
	16.0
	18.9
	6.4
	2.3
	9.7
	6.1
	0.2
	0.2
	4.8
	4.7
	-0.1


Italics – markets with under 4 competitors post merger

Sainsburys/Safeway

Herfindahl-Hirschman Index for pre and post merger market

Only those markets with any form of impact
	Area
	Size (£ mn)
	Tesco
	William Morrisons
	Asda
	Safeway
	Sainsburys
	No 6
	Remainder
	HHI pre merger
	HHI post merger
	Change in HHI

	London SE
	632.50
	19.8
	0.0
	5.0
	17.9
	47.2
	3.5
	3.7
	2991.0
	4680.8
	1689.8

	Sutton
	207.70
	27.3
	0.0
	0.0
	18.9
	33.7
	10.0
	6.6
	2382.0
	3655.9
	1273.9

	Walsall
	328.20
	15.6
	9.3
	6.4
	28.4
	21.4
	10.4
	4.2
	1761.0
	2976.5
	1215.5

	Torquay
	229.10
	19.7
	0.0
	0.0
	17.2
	33.8
	20.6
	5.1
	2277.0
	3439.7
	1162.7

	Swindon
	416.60
	14.9
	0.0
	9.5
	14.8
	38.5
	9.4
	5.8
	2135.0
	3274.6
	1139.6

	Edinburgh
	758.80
	14.3
	0.0
	12.1
	30.0
	18.8
	9.1
	10.2
	1792.0
	2920.0
	1128.0

	London N
	633.70
	26.0
	0.0
	5.2
	17.3
	30.9
	9.4
	6.4
	2086.0
	3155.1
	1069.1

	London W
	494.30
	11.9
	0.0
	0.0
	19.5
	27.3
	29.3
	6.3
	2165.0
	3229.7
	1064.7

	Crewe
	249.00
	11.1
	7.9
	18.3
	25.1
	21.0
	10.6
	4.4
	1723.0
	2777.2
	1054.2

	London SW
	781.40
	3.3
	0.0
	9.5
	9.0
	56.7
	9.0
	9.3
	3564.0
	4584.6
	1020.6

	TunbridgeWells
	644.90
	28.1
	0.0
	0.0
	13.1
	38.4
	6.7
	7.2
	2532.0
	3538.1
	1006.1

	St Albans
	303.50
	18.6
	0.0
	6.4
	14.4
	34.7
	14.8
	6.7
	2062.0
	3061.4
	999.4

	Hereford
	183.70
	29.9
	0.0
	0.0
	36.2
	13.3
	13.5
	5.6
	2595.0
	3557.9
	962.9

	Taunton
	263.00
	7.0
	0.0
	15.1
	15.6
	30.3
	16.4
	7.8
	1769.0
	2714.4
	945.4

	Shrewsbury
	246.90
	13.1
	9.8
	0.0
	21.7
	20.7
	24.7
	5.3
	1805.0
	2703.4
	898.4

	Birmingham
	1326.90
	14.2
	2.0
	22.0
	16.2
	25.5
	8.8
	4.9
	1704.0
	2530.2
	826.2

	London NW
	493.60
	14.7
	0.0
	11.0
	15.7
	25.9
	12.1
	12.9
	1567.0
	2380.3
	813.3

	Wolverhampton
	207.70
	3.4
	0.0
	16.1
	16.3
	24.8
	30.0
	5.9
	2086.0
	2894.5
	808.5

	Dartford
	441.50
	17.7
	2.4
	19.9
	15.9
	25.0
	5.0
	7.0
	1667.0
	2462.0
	795.0

	Bath
	447.20
	26.8
	0.0
	6.4
	19.2
	20.0
	7.0
	9.6
	1669.0
	2437.0
	768.0

	Redhill
	551.40
	35.4
	0.0
	0.0
	9.4
	40.8
	7.8
	4.4
	3086.0
	3853.0
	767.0

	Harrow
	375.70
	16.2
	0.0
	0.9
	8.0
	47.0
	15.7
	8.1
	2848.0
	3600.0
	752.0

	Bromley
	387.30
	11.6
	0.0
	10.7
	9.4
	39.7
	15.9
	10.2
	2270.0
	3016.4
	746.4

	Harrogate
	156.80
	0.0
	27.9
	22.1
	16.5
	22.5
	7.6
	3.5
	2115.0
	2857.5
	742.5

	Dudley
	379.10
	8.8
	0.0
	26.4
	13.8
	25.6
	11.0
	7.0
	1790.0
	2496.6
	706.6

	Exeter
	441.10
	30.5
	0.0
	0.0
	13.6
	25.7
	19.9
	6.2
	2210.0
	2909.0
	699.0

	Canterbury
	413.30
	26.6
	0.0
	6.1
	11.3
	30.9
	8.3
	7.0
	1945.0
	2643.3
	698.3

	Worcester
	253.70
	37.0
	0.0
	0.0
	27.1
	12.3
	11.3
	8.6
	2456.0
	3122.7
	666.7

	Durham
	181.20
	5.0
	0.0
	15.8
	13.5
	24.6
	19.6
	11.1
	1570.0
	2234.2
	664.2

	Cleveland
	428.40
	5.5
	9.8
	25.0
	24.7
	13.2
	10.2
	7.0
	1688.0
	2340.1
	652.1

	Croydon
	327.30
	23.0
	0.0
	13.9
	10.0
	32.5
	6.2
	7.9
	1979.0
	2629.0
	650.0

	Portsmouth
	734.40
	28.0
	0.0
	17.7
	17.3
	18.6
	7.5
	6.9
	1846.0
	2489.6
	643.6

	Southend-on-Sea
	542.80
	31.8
	0.0
	10.6
	12.6
	25.1
	10.3
	5.3
	2047.0
	2679.5
	632.5

	Coventry
	662.80
	21.9
	4.8
	14.8
	9.3
	33.6
	7.0
	4.8
	2009.0
	2634.0
	625.0

	Plymouth
	484.50
	23.9
	0.0
	10.0
	21.8
	14.0
	15.7
	8.5
	1662.0
	2272.4
	610.4

	Belfast
	789.10
	45.6
	0.0
	0.0
	16.0
	18.6
	11.9
	7.5
	2879.0
	3474.2
	595.2

	Reading
	845.50
	30.2
	0.0
	8.3
	10.0
	29.2
	13.2
	5.1
	2134.0
	2718.0
	584.0

	Northampton
	549.30
	34.2
	4.2
	6.0
	14.1
	20.0
	4.6
	6.8
	1890.0
	2454.0
	564.0

	Ilford
	256.50
	33.9
	0.0
	0.0
	8.2
	33.4
	9.5
	9.1
	2505.0
	3052.8
	547.8

	Medway
	549.50
	42.1
	0.0
	11.0
	10.4
	25.4
	3.0
	3.6
	2669.0
	3197.3
	528.3

	Telford
	180.90
	16.7
	13.4
	19.3
	13.7
	18.1
	10.3
	5.3
	1480.0
	1975.9
	495.9

	Bournemouth
	621.80
	32.2
	0.0
	16.7
	9.3
	26.4
	4.3
	6.4
	2158.0
	2649.0
	491.0

	Norwich
	601.80
	25.4
	0.0
	12.8
	10.6
	22.8
	15.5
	5.5
	1712.0
	2195.4
	483.4

	Glasgow
	1058.70
	8.7
	0.0
	25.2
	30.7
	7.7
	12.7
	8.8
	1952.0
	2424.8
	472.8

	London E
	527.00
	21.8
	1.1
	10.9
	5.0
	46.3
	7.4
	3.5
	2831.0
	3294.0
	463.0

	Derby 
	538.60
	12.2
	11.2
	13.0
	7.2
	31.8
	15.3
	5.2
	1767.0
	2224.9
	457.9

	Luton
	275.00
	27.1
	0.0
	12.9
	6.0
	37.9
	4.9
	5.8
	2431.0
	2885.8
	454.8

	Leicester
	733.30
	15.6
	4.8
	15.7
	9.3
	24.3
	6.7
	12.2
	1384.0
	1836.0
	452.0

	Colchester
	358.90
	31.3
	0.0
	8.5
	13.1
	16.9
	10.4
	16.6
	1894.0
	2336.8
	442.8

	Stockport
	532.30
	23.4
	12.8
	5.8
	9.5
	22.5
	10.5
	9.2
	1537.0
	1964.5
	427.5

	Blackpool
	230.80
	17.6
	13.9
	2.5
	23.3
	9.1
	17.7
	7.5
	1505.0
	1929.1
	424.1

	Stevenage
	366.20
	40.6
	0.0
	0.0
	5.4
	38.1
	4.9
	5.3
	3181.0
	3592.5
	411.5

	Newcastle/Tyne
	900.00
	7.7
	6.4
	26.5
	22.8
	9.0
	7.6
	11.7
	1598.0
	2008.4
	410.4

	Kingston/Thames
	641.90
	24.6
	0.0
	7.2
	6.9
	29.6
	16.0
	10.2
	1940.0
	2348.5
	408.5

	Aberdeen
	451.10
	16.8
	0.0
	25.6
	23.2
	8.7
	11.2
	9.2
	1761.0
	2164.7
	403.7

	Hull
	290.50
	9.8
	17.0
	23.3
	17.2
	11.6
	13.8
	3.6
	1562.0
	1961.0
	399.0

	Motherwell
	307.50
	10.1
	0.0
	23.3
	26.5
	7.5
	18.1
	6.7
	1776.0
	2173.5
	397.5

	York
	461.50
	36.5
	7.2
	10.3
	20.4
	9.6
	6.8
	6.0
	2081.0
	2472.7
	391.7

	Ipswich
	506.10
	32.5
	0.0
	14.3
	7.5
	25.9
	6.0
	6.1
	2061.0
	2449.5
	388.5

	Enfield
	336.60
	39.1
	0.0
	0.0
	5.7
	33.6
	9.2
	8.7
	2850.0
	3233.0
	383.0

	Leeds
	636.20
	9.7
	25.9
	21.4
	11.7
	16.1
	6.6
	4.9
	1687.0
	2063.7
	376.7

	Guildford
	795.50
	20.9
	0.0
	4.5
	4.4
	42.7
	11.0
	9.8
	2516.0
	2891.8
	375.8

	Gloucester
	559.70
	34.7
	0.0
	6.5
	9.9
	18.9
	8.0
	10.8
	1883.0
	2257.2
	374.2

	Bristol
	842.70
	34.1
	0.0
	16.1
	8.8
	20.2
	6.8
	6.9
	2001.0
	2356.5
	355.5

	Llandudno
	420.60
	19.9
	0.0
	15.7
	10.4
	16.2
	20.7
	10.1
	1543.0
	1880.0
	337.0

	Nottingham
	889.90
	12.3
	15.3
	20.1
	11.1
	15.1
	9.5
	8.8
	1308.0
	1643.2
	335.2

	Romford
	463.20
	44.5
	0.0
	13.8
	7.3
	21.5
	6.5
	5.1
	2755.0
	3068.9
	313.9

	Truro
	240.30
	41.4
	0.0
	10.3
	14.7
	10.4
	8.5
	8.5
	2289.0
	2594.8
	305.8

	Preston
	419.50
	19.7
	18.3
	13.9
	8.7
	17.0
	9.3
	7.2
	1419.0
	1714.8
	295.8

	Milton Keynes
	461.40
	52.5
	0.0
	0.0
	5.6
	26.2
	6.4
	3.9
	3530.0
	3823.4
	293.4

	Perth
	729.90
	26.2
	5.5
	8.0
	10.4
	14.0
	15.2
	9.9
	1414.0
	1705.2
	291.2

	Liverpool
	917.60
	18.2
	0.0
	25.5
	6.8
	20.5
	18.2
	5.5
	1809.0
	2087.8
	278.8

	Sheffield
	959.20
	15.7
	19.0
	13.3
	8.1
	16.4
	10.6
	7.9
	1293.0
	1558.7
	265.7

	Hemel Hempstead
	587.10
	47.3
	0.0
	6.9
	5.9
	22.2
	10.7
	3.9
	2942.0
	3204.0
	262.0

	Chelmsford
	653.80
	43.8
	0.0
	7.5
	4.1
	29.1
	5.6
	5.2
	2897.0
	3135.6
	238.6

	Lincoln
	185.50
	21.9
	15.1
	16.3
	8.5
	12.8
	11.0
	9.0
	1412.0
	1629.6
	217.6

	Stoke-on-Trent
	504.40
	23.9
	7.4
	12.0
	7.3
	14.7
	19.1
	9.2
	1489.0
	1703.6
	214.6

	Kirkcaldy
	288.80
	19.5
	0.0
	34.9
	11.9
	8.8
	14.9
	5.5
	2070.0
	2279.4
	209.4

	Manchester
	744.10
	35.9
	2.3
	18.9
	6.4
	16.0
	9.7
	6.1
	2079.0
	2283.8
	204.8

	Newport
	374.50
	25.6
	0.0
	16.2
	6.7
	14.9
	18.2
	7.9
	1579.0
	1778.7
	199.7

	Chester
	243.90
	24.5
	0.0
	15.0
	4.2
	19.9
	20.4
	8.5
	1727.0
	1894.2
	167.2

	Slough
	314.30
	26.6
	0.0
	10.9
	4.2
	19.5
	22.4
	9.7
	1820.0
	1983.8
	163.8

	Swansea 
	576.00
	39.1
	0.0
	9.1
	9.8
	7.7
	14.7
	11.2
	2108.0
	2258.9
	150.9

	Sunderland
	192.00
	4.6
	24.6
	27.9
	5.9
	12.0
	17.0
	4.7
	1895.0
	2036.6
	141.6

	Warrington
	494.10
	1.7
	15.4
	37.3
	4.3
	14.6
	9.8
	9.3
	2046.0
	2171.6
	125.6

	Cardiff
	810.30
	37.9
	0.0
	19.2
	5.6
	10.9
	11.7
	8.1
	2158.0
	2280.1
	122.1

	Twickenham
	468.90
	51.6
	0.0
	0.0
	2.1
	24.6
	9.5
	7.7
	3422.0
	3525.3
	103.3

	Watford
	251.20
	47.8
	0.0
	18.0
	2.5
	20.4
	11.2
	2.3
	3162.0
	3264.0
	102.0

	Bolton
	318.80
	18.3
	13.3
	33.1
	7.8
	5.9
	7.8
	7.7
	1823.0
	1915.0
	92.0

	Doncaster
	543.10
	19.6
	16.3
	26.5
	4.0
	9.8
	9.0
	6.2
	1583.0
	1661.4
	78.4

	Wakefield
	360.40
	6.2
	33.8
	20.6
	2.5
	14.8
	5.3
	7.6
	1916.0
	1990.0
	74.0

	Salisbury
	228.00
	51.6
	0.0
	0.0
	3.5
	7.8
	19.3
	10.8
	3225.0
	3279.6
	54.6

	Lancaster
	282.50
	12.1
	15.4
	32.8
	2.5
	10.8
	11.4
	8.3
	1781.0
	1835.0
	54.0

	Bradford
	382.90
	14.0
	45.0
	13.8
	1.4
	13.3
	2.3
	5.2
	2623.0
	2660.2
	37.2

	Dorchester
	176.50
	27.3
	0.0
	18.7
	27.6
	0.3
	16.0
	6.3
	2153.0
	2169.6
	16.6


Bold – markets moderately concentrated

Herfindahl Index and numbers equivalent effective competitors pre and post merger

Only those markets with any form of impact

	Area
	Size (£ mn)
	Tesco
	William Morrisons
	Asda
	Safeway
	Sainsburys
	No 6
	Remainder
	HI per merger
	HI post merger
	Effective competitors pre merger
	Effective competitors post merger
	Loss of effective competitors

	Loss of more than 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Walsall
	328.20
	15.6
	9.3
	6.4
	28.4
	21.4
	10.4
	4.2
	0.2
	0.3
	5.7
	3.4
	-2.3

	Crewe
	249.00
	11.1
	7.9
	18.3
	25.1
	21.0
	10.6
	4.4
	0.2
	0.3
	5.8
	3.6
	-2.2

	London NW
	493.60
	14.7
	0.0
	11.0
	15.7
	25.9
	12.1
	12.9
	0.2
	0.2
	6.4
	4.2
	-2.2

	Edinburgh
	758.80
	14.3
	0.0
	12.1
	30.0
	18.8
	9.1
	10.2
	0.2
	0.3
	5.6
	3.4
	-2.2

	Taunton
	263.00
	7.0
	0.0
	15.1
	15.6
	30.3
	16.4
	7.8
	0.2
	0.3
	5.7
	3.7
	-2.0

	Dartford
	441.50
	17.7
	2.4
	19.9
	15.9
	25.0
	5.0
	7.0
	0.2
	0.2
	6.0
	4.1
	-1.9

	Birmingham
	1326.90
	14.2
	2.0
	22.0
	16.2
	25.5
	8.8
	4.9
	0.2
	0.3
	5.9
	4.0
	-1.9

	Durham
	181.20
	5.0
	0.0
	15.8
	13.5
	24.6
	19.6
	11.1
	0.2
	0.2
	6.4
	4.5
	-1.9

	Bath
	447.20
	26.8
	0.0
	6.4
	19.2
	20.0
	7.0
	9.6
	0.2
	0.2
	6.0
	4.1
	-1.9

	Shrewsbury
	246.90
	13.1
	9.8
	0.0
	21.7
	20.7
	24.7
	5.3
	0.2
	0.3
	5.5
	3.7
	-1.8

	Leicester
	733.30
	15.6
	4.8
	15.7
	9.3
	24.3
	6.7
	12.2
	0.1
	0.2
	7.2
	5.4
	-1.8

	Telford
	180.90
	16.7
	13.4
	19.3
	13.7
	18.1
	10.3
	5.3
	0.1
	0.2
	6.8
	5.1
	-1.7

	Cleveland
	428.40
	5.5
	9.8
	25.0
	24.7
	13.2
	10.2
	7.0
	0.2
	0.2
	5.9
	4.3
	-1.7

	Swindon
	416.60
	14.9
	0.0
	9.5
	14.8
	38.5
	9.4
	5.8
	0.2
	0.3
	4.7
	3.1
	-1.6

	London N
	633.70
	26.0
	0.0
	5.2
	17.3
	30.9
	9.4
	6.4
	0.2
	0.3
	4.8
	3.2
	-1.6

	Plymouth
	484.50
	23.9
	0.0
	10.0
	21.8
	14.0
	15.7
	8.5
	0.2
	0.2
	6.0
	4.4
	-1.6

	St Albans
	303.50
	18.6
	0.0
	6.4
	14.4
	34.7
	14.8
	6.7
	0.2
	0.3
	4.8
	3.3
	-1.6

	Dudley
	379.10
	8.8
	0.0
	26.4
	13.8
	25.6
	11.0
	7.0
	0.2
	0.2
	5.6
	4.0
	-1.6

	Nottingham
	889.90
	12.3
	15.3
	20.1
	11.1
	15.1
	9.5
	8.8
	0.1
	0.2
	7.6
	6.1
	-1.6

	London W
	494.30
	11.9
	0.0
	0.0
	19.5
	27.3
	29.3
	6.3
	0.2
	0.3
	4.6
	3.1
	-1.5

	Torquay
	229.10
	19.7
	0.0
	0.0
	17.2
	33.8
	20.6
	5.1
	0.2
	0.3
	4.4
	2.9
	-1.5

	Sutton
	207.70
	27.3
	0.0
	0.0
	18.9
	33.7
	10.0
	6.6
	0.2
	0.4
	4.2
	2.7
	-1.5

	Blackpool
	230.80
	17.6
	13.9
	2.5
	23.3
	9.1
	17.7
	7.5
	0.2
	0.2
	6.6
	5.2
	-1.5

	Stockport
	532.30
	23.4
	12.8
	5.8
	9.5
	22.5
	10.5
	9.2
	0.2
	0.2
	6.5
	5.1
	-1.4

	Portsmouth
	734.40
	28.0
	0.0
	17.7
	17.3
	18.6
	7.5
	6.9
	0.2
	0.2
	5.4
	4.0
	-1.4

	Canterbury
	413.30
	26.6
	0.0
	6.1
	11.3
	30.9
	8.3
	7.0
	0.2
	0.3
	5.1
	3.8
	-1.4

	Wolverhampton
	207.70
	3.4
	0.0
	16.1
	16.3
	24.8
	30.0
	5.9
	0.2
	0.3
	4.8
	3.5
	-1.3

	Sheffield
	959.20
	15.7
	19.0
	13.3
	8.1
	16.4
	10.6
	7.9
	0.1
	0.2
	7.7
	6.4
	-1.3

	Hull
	290.50
	9.8
	17.0
	23.3
	17.2
	11.6
	13.8
	3.6
	0.2
	0.2
	6.4
	5.1
	-1.3

	Norwich
	601.80
	25.4
	0.0
	12.8
	10.6
	22.8
	15.5
	5.5
	0.2
	0.2
	5.8
	4.6
	-1.3

	Newcastle/Tyne
	900.00
	7.7
	6.4
	26.5
	22.8
	9.0
	7.6
	11.7
	0.2
	0.2
	6.3
	5.0
	-1.3

	Croydon
	327.30
	23.0
	0.0
	13.9
	10.0
	32.5
	6.2
	7.9
	0.2
	0.3
	5.1
	3.8
	-1.2

	Harrogate
	156.80
	0.0
	27.9
	22.1
	16.5
	22.5
	7.6
	3.5
	0.2
	0.3
	4.7
	3.5
	-1.2

	Northampton
	549.30
	34.2
	4.2
	6.0
	14.1
	20.0
	4.6
	6.8
	0.2
	0.2
	5.3
	4.1
	-1.2

	Preston
	419.50
	19.7
	18.3
	13.9
	8.7
	17.0
	9.3
	7.2
	0.1
	0.2
	7.0
	5.8
	-1.2

	Perth
	729.90
	26.2
	5.5
	8.0
	10.4
	14.0
	15.2
	9.9
	0.1
	0.2
	7.1
	5.9
	-1.2

	London SE
	632.50
	19.8
	0.0
	5.0
	17.9
	47.2
	3.5
	3.7
	0.3
	0.5
	3.3
	2.1
	-1.2

	Coventry
	662.80
	21.9
	4.8
	14.8
	9.3
	33.6
	7.0
	4.8
	0.2
	0.3
	5.0
	3.8
	-1.2

	Derby 
	538.60
	12.2
	11.2
	13.0
	7.2
	31.8
	15.3
	5.2
	0.2
	0.2
	5.7
	4.5
	-1.2

	Llandudno
	420.60
	19.9
	0.0
	15.7
	10.4
	16.2
	20.7
	10.1
	0.2
	0.2
	6.5
	5.3
	-1.2

	Southend-on-Sea
	542.80
	31.8
	0.0
	10.6
	12.6
	25.1
	10.3
	5.3
	0.2
	0.3
	4.9
	3.7
	-1.2

	TunbridgeWells
	644.90
	28.1
	0.0
	0.0
	13.1
	38.4
	6.7
	7.2
	0.3
	0.4
	3.9
	2.8
	-1.1

	Bromley
	387.30
	11.6
	0.0
	10.7
	9.4
	39.7
	15.9
	10.2
	0.2
	0.3
	4.4
	3.3
	-1.1

	Exeter
	441.10
	30.5
	0.0
	0.0
	13.6
	25.7
	19.9
	6.2
	0.2
	0.3
	4.5
	3.4
	-1.1

	Leeds
	636.20
	9.7
	25.9
	21.4
	11.7
	16.1
	6.6
	4.9
	0.2
	0.2
	5.9
	4.8
	-1.1

	Aberdeen
	451.10
	16.8
	0.0
	25.6
	23.2
	8.7
	11.2
	9.2
	0.2
	0.2
	5.7
	4.6
	-1.1

	Loss of 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Hereford
	183.70
	29.9
	0.0
	0.0
	36.2
	13.3
	13.5
	5.6
	0.3
	0.4
	3.9
	2.8
	-1.0

	Motherwell
	307.50
	10.1
	0.0
	23.3
	26.5
	7.5
	18.1
	6.7
	0.2
	0.2
	5.6
	4.6
	-1.0

	Reading
	845.50
	30.2
	0.0
	8.3
	10.0
	29.2
	13.2
	5.1
	0.2
	0.3
	4.7
	3.7
	-1.0

	Colchester
	358.90
	31.3
	0.0
	8.5
	13.1
	16.9
	10.4
	16.6
	0.2
	0.2
	5.3
	4.3
	-1.0

	Glasgow
	1058.70
	8.7
	0.0
	25.2
	30.7
	7.7
	12.7
	8.8
	0.2
	0.2
	5.1
	4.1
	-1.0

	Loss of less than 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Lincoln
	185.50
	21.9
	15.1
	16.3
	8.5
	12.8
	11.0
	9.0
	0.1
	0.2
	7.1
	6.1
	-0.9

	Kingston/Thames
	641.90
	24.6
	0.0
	7.2
	6.9
	29.6
	16.0
	10.2
	0.2
	0.2
	5.2
	4.3
	-0.9

	Gloucester
	559.70
	34.7
	0.0
	6.5
	9.9
	18.9
	8.0
	10.8
	0.2
	0.2
	5.3
	4.4
	-0.9

	Worcester
	253.70
	37.0
	0.0
	0.0
	27.1
	12.3
	11.3
	8.6
	0.2
	0.3
	4.1
	3.2
	-0.9

	Bournemouth
	621.80
	32.2
	0.0
	16.7
	9.3
	26.4
	4.3
	6.4
	0.2
	0.3
	4.6
	3.8
	-0.9

	Stoke-on-Trent
	504.40
	23.9
	7.4
	12.0
	7.3
	14.7
	19.1
	9.2
	0.1
	0.2
	6.7
	5.9
	-0.8

	Ipswich
	506.10
	32.5
	0.0
	14.3
	7.5
	25.9
	6.0
	6.1
	0.2
	0.2
	4.9
	4.1
	-0.8

	York
	461.50
	36.5
	7.2
	10.3
	20.4
	9.6
	6.8
	6.0
	0.2
	0.2
	4.8
	4.0
	-0.8

	Bristol
	842.70
	34.1
	0.0
	16.1
	8.8
	20.2
	6.8
	6.9
	0.2
	0.2
	5.0
	4.2
	-0.8

	Liverpool
	917.60
	18.2
	0.0
	25.5
	6.8
	20.5
	18.2
	5.5
	0.2
	0.2
	5.5
	4.8
	-0.7

	Harrow
	375.70
	16.2
	0.0
	0.9
	8.0
	47.0
	15.7
	8.1
	0.3
	0.4
	3.5
	2.8
	-0.7

	Ilford
	256.50
	33.9
	0.0
	0.0
	8.2
	33.4
	9.5
	9.1
	0.3
	0.3
	4.0
	3.3
	-0.7

	Newport
	374.50
	25.6
	0.0
	16.2
	6.7
	14.9
	18.2
	7.9
	0.2
	0.2
	6.3
	5.6
	-0.7

	Luton
	275.00
	27.1
	0.0
	12.9
	6.0
	37.9
	4.9
	5.8
	0.2
	0.3
	4.1
	3.5
	-0.6

	Redhill
	551.40
	35.4
	0.0
	0.0
	9.4
	40.8
	7.8
	4.4
	0.3
	0.4
	3.2
	2.6
	-0.6

	London SW
	781.40
	3.3
	0.0
	9.5
	9.0
	56.7
	9.0
	9.3
	0.4
	0.5
	2.8
	2.2
	-0.6

	Medway
	549.50
	42.1
	0.0
	11.0
	10.4
	25.4
	3.0
	3.6
	0.3
	0.3
	3.7
	3.1
	-0.6

	Belfast
	789.10
	45.6
	0.0
	0.0
	16.0
	18.6
	11.9
	7.5
	0.3
	0.3
	3.5
	2.9
	-0.6

	Guildford
	795.50
	20.9
	0.0
	4.5
	4.4
	42.7
	11.0
	9.8
	0.3
	0.3
	4.0
	3.5
	-0.5

	Truro
	240.30
	41.4
	0.0
	10.3
	14.7
	10.4
	8.5
	8.5
	0.2
	0.3
	4.4
	3.9
	-0.5

	Chester
	243.90
	24.5
	0.0
	15.0
	4.2
	19.9
	20.4
	8.5
	0.2
	0.2
	5.8
	5.3
	-0.5

	London E
	527.00
	21.8
	1.1
	10.9
	5.0
	46.3
	7.4
	3.5
	0.3
	0.3
	3.5
	3.0
	-0.5

	Slough
	314.30
	26.6
	0.0
	10.9
	4.2
	19.5
	22.4
	9.7
	0.2
	0.2
	5.5
	5.0
	-0.5

	Kirkcaldy
	288.80
	19.5
	0.0
	34.9
	11.9
	8.8
	14.9
	5.5
	0.2
	0.2
	4.8
	4.4
	-0.4

	Manchester
	744.10
	35.9
	2.3
	18.9
	6.4
	16.0
	9.7
	6.1
	0.2
	0.2
	4.8
	4.4
	-0.4

	Enfield
	336.60
	39.1
	0.0
	0.0
	5.7
	33.6
	9.2
	8.7
	0.3
	0.3
	3.5
	3.1
	-0.4

	Romford
	463.20
	44.5
	0.0
	13.8
	7.3
	21.5
	6.5
	5.1
	0.3
	0.3
	3.6
	3.3
	-0.4

	Sunderland
	192.00
	4.6
	24.6
	27.9
	5.9
	12.0
	17.0
	4.7
	0.2
	0.2
	5.3
	4.9
	-0.4

	Stevenage
	366.20
	40.6
	0.0
	0.0
	5.4
	38.1
	4.9
	5.3
	0.3
	0.4
	3.1
	2.8
	-0.4

	Swansea 
	576.00
	39.1
	0.0
	9.1
	9.8
	7.7
	14.7
	11.2
	0.2
	0.2
	4.7
	4.4
	-0.3

	Doncaster
	543.10
	19.6
	16.3
	26.5
	4.0
	9.8
	9.0
	6.2
	0.2
	0.2
	6.3
	6.0
	-0.3

	Warrington
	494.10
	1.7
	15.4
	37.3
	4.3
	14.6
	9.8
	9.3
	0.2
	0.2
	4.9
	4.6
	-0.3

	Hemel Hempstead
	587.10
	47.3
	0.0
	6.9
	5.9
	22.2
	10.7
	3.9
	0.3
	0.3
	3.4
	3.1
	-0.3

	Bolton
	318.80
	18.3
	13.3
	33.1
	7.8
	5.9
	7.8
	7.7
	0.2
	0.2
	5.5
	5.2
	-0.3

	Chelmsford
	653.80
	43.8
	0.0
	7.5
	4.1
	29.1
	5.6
	5.2
	0.3
	0.3
	3.5
	3.2
	-0.3

	Cardiff
	810.30
	37.9
	0.0
	19.2
	5.6
	10.9
	11.7
	8.1
	0.2
	0.2
	4.6
	4.4
	-0.2

	Milton Keynes
	461.40
	52.5
	0.0
	0.0
	5.6
	26.2
	6.4
	3.9
	0.4
	0.4
	2.8
	2.6
	-0.2

	Wakefield
	360.40
	6.2
	33.8
	20.6
	2.5
	14.8
	5.3
	7.6
	0.2
	0.2
	5.2
	5.0
	-0.2

	Lancaster
	282.50
	12.1
	15.4
	32.8
	2.5
	10.8
	11.4
	8.3
	0.2
	0.2
	5.6
	5.4
	-0.2

	Watford
	251.20
	47.8
	0.0
	18.0
	2.5
	20.4
	11.2
	2.3
	0.3
	0.3
	3.2
	3.1
	-0.1

	Twickenham
	468.90
	51.6
	0.0
	0.0
	2.1
	24.6
	9.5
	7.7
	0.3
	0.4
	2.9
	2.8
	-0.1

	Bradford
	382.90
	14.0
	45.0
	13.8
	1.4
	13.3
	2.3
	5.2
	0.3
	0.3
	3.8
	3.8
	-0.1

	Salisbury
	228.00
	51.6
	0.0
	0.0
	3.5
	7.8
	19.3
	10.8
	0.3
	0.3
	3.1
	3.0
	-0.1


Italics – markets with less than four competitors

Asda/Safeway

Herfindahl-Hirschman Index for pre and post merger market

Only those markets with any form of impact

	Area
	Size (£ mn)
	Tesco
	William Morrisons
	Sainsburys
	Safeway
	Asda
	No 6
	Remainder
	HHI pre merger
	HHI post merger
	Change in HHI

	Kilmarnock
	318.50
	18.1
	0.0
	0.0
	41.4
	20.9
	10.2
	6.3
	2622.0
	4352.5
	1730.5

	Glasgow
	1058.70
	8.7
	0.0
	7.7
	30.7
	25.2
	12.7
	8.8
	1952.0
	3499.3
	1547.3

	Cleveland
	428.40
	5.5
	9.8
	13.2
	24.7
	25.0
	10.2
	7.0
	1688.0
	2923.0
	1235.0

	Motherwell
	307.50
	10.1
	0.0
	7.5
	26.5
	23.3
	18.1
	6.7
	1776.0
	3010.9
	1234.9

	Newcastle/Tyne
	900.00
	7.7
	6.4
	9.0
	22.8
	26.5
	7.6
	11.7
	1598.0
	2806.4
	1208.4

	Aberdeen
	451.10
	16.8
	0.0
	8.7
	23.2
	25.6
	11.2
	9.2
	1761.0
	2948.8
	1187.8

	Dorchester
	176.50
	27.3
	0.0
	0.3
	27.6
	18.7
	16.0
	6.3
	2153.0
	3185.2
	1032.2

	Crewe
	249.00
	11.1
	7.9
	21.0
	25.1
	18.3
	10.6
	4.4
	1723.0
	2641.7
	918.7

	Paisley
	293.40
	30.2
	0.0
	0.0
	32.1
	13.9
	7.5
	10.3
	2298.0
	3190.4
	892.4

	Perth
	154.30
	38.9
	0.0
	0.0
	25.4
	17.2
	8.8
	7.6
	2590.0
	3463.8
	873.8

	Kirkcaldy
	288.80
	19.5
	0.0
	8.8
	11.9
	34.9
	14.9
	5.5
	2070.0
	2900.6
	830.6

	Hull
	290.50
	9.8
	17.0
	11.6
	17.2
	23.3
	13.8
	3.6
	1562.0
	2363.5
	801.5

	Harrogate
	156.80
	0.0
	27.9
	22.5
	16.5
	22.1
	7.6
	3.5
	2115.0
	2844.3
	729.3

	Dudley
	379.10
	8.8
	0.0
	25.6
	13.8
	26.4
	11.0
	7.0
	1790.0
	2518.6
	728.6

	Edinburgh
	758.80
	14.3
	0.0
	18.8
	30.0
	12.1
	9.1
	10.2
	1792.0
	2518.0
	726.0

	Birmingham
	1326.90
	14.2
	2.0
	25.5
	16.2
	22.0
	8.8
	4.9
	1704.0
	2416.8
	712.8

	Dartford
	441.50
	17.7
	2.4
	25.0
	15.9
	19.9
	5.0
	7.0
	1667.0
	2299.8
	632.8

	Portsmouth
	734.40
	28.0
	0.0
	18.6
	17.3
	17.7
	7.5
	6.9
	1846.0
	2458.4
	612.4

	Inverness
	228.00
	32.6
	0.0
	0.0
	23.3
	12.6
	6.8
	19.6
	2194.0
	2781.2
	587.2

	Telford
	180.90
	16.7
	13.4
	18.1
	13.7
	19.3
	10.3
	5.3
	1480.0
	2008.8
	528.8

	Carlisle
	265.70
	28.9
	9.6
	0.0
	21.1
	12.5
	8.6
	11.3
	1730.0
	2257.5
	527.5

	Wolverhampton
	207.70
	3.4
	0.0
	24.8
	16.3
	16.1
	30.0
	5.9
	2086.0
	2610.9
	524.9

	Bolton
	318.80
	18.3
	13.3
	5.9
	7.8
	33.1
	7.8
	7.7
	1823.0
	2339.4
	516.4

	Dundee
	250.20
	46.0
	0.0
	0.0
	12.9
	19.9
	13.1
	5.3
	2878.0
	3391.4
	513.4

	Leeds
	636.20
	9.7
	25.9
	16.1
	11.7
	21.4
	6.6
	4.9
	1687.0
	2187.8
	500.8

	Darlington
	249.20
	6.1
	33.3
	0.0
	15.7
	15.4
	12.8
	9.7
	1887.0
	2370.6
	483.6

	Taunton
	263.00
	7.0
	0.0
	30.3
	15.6
	15.1
	16.4
	7.8
	1769.0
	2240.1
	471.1

	Nottingham
	889.90
	12.3
	15.3
	15.1
	11.1
	20.1
	9.5
	8.8
	1308.0
	1754.2
	446.2

	Plymouth
	484.50
	23.9
	0.0
	14.0
	21.8
	10.0
	15.7
	8.5
	1662.0
	2098.0
	436.0

	Durham
	181.20
	5.0
	0.0
	24.6
	13.5
	15.8
	19.6
	11.1
	1570.0
	1996.6
	426.6

	York
	461.50
	36.5
	7.2
	9.6
	20.4
	10.3
	6.8
	6.0
	2081.0
	2501.2
	420.2

	Walsall
	328.20
	15.6
	9.3
	21.4
	28.4
	6.4
	10.4
	4.2
	1761.0
	2124.5
	363.5

	Liverpool
	917.60
	18.2
	0.0
	20.5
	6.8
	25.5
	18.2
	5.5
	1809.0
	2155.8
	346.8

	London NW
	493.60
	14.7
	0.0
	25.9
	15.7
	11.0
	12.1
	12.9
	1567.0
	1912.4
	345.4

	Sunderland
	192.00
	4.6
	24.6
	12.0
	5.9
	27.9
	17.0
	4.7
	1895.0
	2224.2
	329.2

	Llandudno
	420.60
	19.9
	0.0
	16.2
	10.4
	15.7
	20.7
	10.1
	1543.0
	1869.6
	326.6

	Warrington
	494.10
	1.7
	15.4
	14.6
	4.3
	37.3
	9.8
	9.3
	2046.0
	2366.8
	320.8

	Bournemouth
	621.80
	32.2
	0.0
	26.4
	9.3
	16.7
	4.3
	6.4
	2158.0
	2468.6
	310.6

	Truro
	240.30
	41.4
	0.0
	10.4
	14.7
	10.3
	8.5
	8.5
	2289.0
	2591.8
	302.8

	Leicester
	733.30
	15.6
	4.8
	24.3
	9.3
	15.7
	6.7
	12.2
	1384.0
	1676.0
	292.0

	Bristol
	842.70
	34.1
	0.0
	20.2
	8.8
	16.1
	6.8
	6.9
	2001.0
	2284.4
	283.4

	Swindon
	416.60
	14.9
	0.0
	38.5
	14.8
	9.5
	9.4
	5.8
	2135.0
	2416.2
	281.2

	Croydon
	327.30
	23.0
	0.0
	32.5
	10.0
	13.9
	6.2
	7.9
	1979.0
	2257.0
	278.0

	Lincoln
	185.50
	21.9
	15.1
	12.8
	8.5
	16.3
	11.0
	9.0
	1412.0
	1689.1
	277.1

	Coventry
	662.80
	21.9
	4.8
	33.6
	9.3
	14.8
	7.0
	4.8
	2009.0
	2284.3
	275.3

	Norwich
	601.80
	25.4
	0.0
	22.8
	10.6
	12.8
	15.5
	5.5
	1712.0
	1983.4
	271.4

	Southend-on-Sea
	542.80
	31.8
	0.0
	25.1
	12.6
	10.6
	10.3
	5.3
	2047.0
	2314.1
	267.1

	Falkirk
	226.50
	40.4
	0.0
	0.0
	14.1
	9.1
	16.7
	12.5
	2348.0
	2604.6
	256.6

	Bath
	447.20
	26.8
	0.0
	20.0
	19.2
	6.4
	7.0
	9.6
	1669.0
	1914.8
	245.8

	Manchester
	744.10
	35.9
	2.3
	16.0
	6.4
	18.9
	9.7
	6.1
	2079.0
	2320.9
	241.9

	Preston
	419.50
	19.7
	18.3
	17.0
	8.7
	13.9
	9.3
	7.2
	1419.0
	1660.9
	241.9

	Medway
	549.50
	42.1
	0.0
	25.4
	10.4
	11.0
	3.0
	3.6
	2669.0
	2897.8
	228.8

	Colchester
	358.90
	31.3
	0.0
	16.9
	13.1
	8.5
	10.4
	16.6
	1894.0
	2116.7
	222.7

	Newport
	374.50
	25.6
	0.0
	14.9
	6.7
	16.2
	18.2
	7.9
	1579.0
	1796.1
	217.1

	Sheffield
	959.20
	15.7
	19.0
	16.4
	8.1
	13.3
	10.6
	7.9
	1293.0
	1508.5
	215.5

	Cardiff
	810.30
	37.9
	0.0
	10.9
	5.6
	19.2
	11.7
	8.1
	2158.0
	2373.0
	215.0

	Ipswich
	506.10
	32.5
	0.0
	25.9
	7.5
	14.3
	6.0
	6.1
	2061.0
	2275.5
	214.5

	Doncaster
	543.10
	19.6
	16.3
	9.8
	4.0
	26.5
	9.0
	6.2
	1583.0
	1795.0
	212.0

	Romford
	463.20
	44.5
	0.0
	21.5
	7.3
	13.8
	6.5
	5.1
	2755.0
	2956.5
	201.5

	Bromley
	387.30
	11.6
	0.0
	39.7
	9.4
	10.7
	15.9
	10.2
	2270.0
	2471.2
	201.2

	Derby 
	538.60
	12.2
	11.2
	31.8
	7.2
	13.0
	15.3
	5.2
	1767.0
	1954.2
	187.2

	St Albans
	303.50
	18.6
	0.0
	34.7
	14.4
	6.4
	14.8
	6.7
	2062.0
	2246.3
	184.3

	London N
	633.70
	26.0
	0.0
	30.9
	17.3
	5.2
	9.4
	6.4
	2086.0
	2265.9
	179.9

	London SE
	632.50
	19.8
	0.0
	47.2
	17.9
	5.0
	3.5
	3.7
	2991.0
	3170.0
	179.0

	Swansea 
	576.00
	39.1
	0.0
	7.7
	9.8
	9.1
	14.7
	11.2
	2108.0
	2286.4
	178.4

	Stoke-on-Trent
	504.40
	23.9
	7.4
	14.7
	7.3
	12.0
	19.1
	9.2
	1489.0
	1664.2
	175.2

	London SW
	781.40
	3.3
	0.0
	56.7
	9.0
	9.5
	9.0
	9.3
	3564.0
	3735.0
	171.0

	Northampton
	549.30
	34.2
	4.2
	20.0
	14.1
	6.0
	4.6
	6.8
	1890.0
	2059.2
	169.2

	Perth
	729.90
	26.2
	5.5
	14.0
	10.4
	8.0
	15.2
	9.9
	1414.0
	1580.4
	166.4

	Reading
	845.50
	30.2
	0.0
	29.2
	10.0
	8.3
	13.2
	5.1
	2134.0
	2300.0
	166.0

	Lancaster
	282.50
	12.1
	15.4
	10.8
	2.5
	32.8
	11.4
	8.3
	1781.0
	1945.0
	164.0

	Luton
	275.00
	27.1
	0.0
	37.9
	6.0
	12.9
	4.9
	5.8
	2431.0
	2585.8
	154.8

	Canterbury
	413.30
	26.6
	0.0
	30.9
	11.3
	6.1
	8.3
	7.0
	1945.0
	2082.9
	137.9

	Gloucester
	559.70
	34.7
	0.0
	18.9
	9.9
	6.5
	8.0
	10.8
	1883.0
	2011.7
	128.7

	Chester
	243.90
	24.5
	0.0
	19.9
	4.2
	15.0
	20.4
	8.5
	1727.0
	1853.0
	126.0

	Blackpool
	230.80
	17.6
	13.9
	9.1
	23.3
	2.5
	17.7
	7.5
	1505.0
	1621.5
	116.5

	Stockport
	532.30
	23.4
	12.8
	22.5
	9.5
	5.8
	10.5
	9.2
	1537.0
	1647.2
	110.2

	London E
	527.00
	21.8
	1.1
	46.3
	5.0
	10.9
	7.4
	3.5
	2831.0
	2940.0
	109.0

	Wakefield
	360.40
	6.2
	33.8
	14.8
	2.5
	20.6
	5.3
	7.6
	1916.0
	2019.0
	103.0

	Kingston/Thames
	641.90
	24.6
	0.0
	29.6
	6.9
	7.2
	16.0
	10.2
	1940.0
	2039.4
	99.4

	Slough
	314.30
	26.6
	0.0
	19.5
	4.2
	10.9
	22.4
	9.7
	1820.0
	1911.6
	91.6

	Watford
	251.20
	47.8
	0.0
	20.4
	2.5
	18.0
	11.2
	2.3
	3162.0
	3252.0
	90.0

	Hemel Hempstead
	587.10
	47.3
	0.0
	22.2
	5.9
	6.9
	10.7
	3.9
	2942.0
	3023.4
	81.4

	Chelmsford
	653.80
	43.8
	0.0
	29.1
	4.1
	7.5
	5.6
	5.2
	2897.0
	2958.5
	61.5

	Guildford
	795.50
	20.9
	0.0
	42.7
	4.4
	4.5
	11.0
	9.8
	2516.0
	2555.6
	39.6

	Bradford
	382.90
	14.0
	45.0
	13.3
	1.4
	13.8
	2.3
	5.2
	2623.0
	2661.6
	38.6

	Harrow
	375.70
	16.2
	0.0
	47.0
	8.0
	0.9
	15.7
	8.1
	2848.0
	2862.4
	14.4


Bold – moderately concentrated markets

Herfindahl Index and numbers equivalent effective competitors pre and post merger

Only those markets with any form of impact

	Area
	Size (£ mn)
	Tesco
	William Morrisons
	Sainsburys
	Safeway
	Asda
	No 6
	Remainder
	HI per merger
	HI post merger
	Effective competitors pre merger
	Effective competitors post merger
	Loss of effective competitors

	Loss of more than 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Newcastle/Tyne
	900.00
	7.7
	6.4
	9.0
	22.8
	26.5
	7.6
	11.7
	0.2
	0.3
	6.3
	3.6
	-2.7

	Cleveland
	428.40
	5.5
	9.8
	13.2
	24.7
	25.0
	10.2
	7.0
	0.2
	0.3
	5.9
	3.4
	-2.5

	Motherwell
	307.50
	10.1
	0.0
	7.5
	26.5
	23.3
	18.1
	6.7
	0.2
	0.3
	5.6
	3.3
	-2.3

	Aberdeen
	451.10
	16.8
	0.0
	8.7
	23.2
	25.6
	11.2
	9.2
	0.2
	0.3
	5.7
	3.4
	-2.3

	Glasgow
	1058.70
	8.7
	0.0
	7.7
	30.7
	25.2
	12.7
	8.8
	0.2
	0.3
	5.1
	2.9
	-2.3

	Hull
	290.50
	9.8
	17.0
	11.6
	17.2
	23.3
	13.8
	3.6
	0.2
	0.2
	6.4
	4.2
	-2.2

	Crewe
	249.00
	11.1
	7.9
	21.0
	25.1
	18.3
	10.6
	4.4
	0.2
	0.3
	5.8
	3.8
	-2.0

	Nottingham
	889.90
	12.3
	15.3
	15.1
	11.1
	20.1
	9.5
	8.8
	0.1
	0.2
	7.6
	5.7
	-1.9

	Telford
	180.90
	16.7
	13.4
	18.1
	13.7
	19.3
	10.3
	5.3
	0.1
	0.2
	6.8
	5.0
	-1.8

	Birmingham
	1326.90
	14.2
	2.0
	25.5
	16.2
	22.0
	8.8
	4.9
	0.2
	0.2
	5.9
	4.1
	-1.7

	Dartford
	441.50
	17.7
	2.4
	25.0
	15.9
	19.9
	5.0
	7.0
	0.2
	0.2
	6.0
	4.3
	-1.7

	Dudley
	379.10
	8.8
	0.0
	25.6
	13.8
	26.4
	11.0
	7.0
	0.2
	0.3
	5.6
	4.0
	-1.6

	Edinburgh
	758.80
	14.3
	0.0
	18.8
	30.0
	12.1
	9.1
	10.2
	0.2
	0.3
	5.6
	4.0
	-1.6

	Kilmarnock
	318.50
	18.1
	0.0
	0.0
	41.4
	20.9
	10.2
	6.3
	0.3
	0.4
	3.8
	2.3
	-1.5

	Dorchester
	176.50
	27.3
	0.0
	0.3
	27.6
	18.7
	16.0
	6.3
	0.2
	0.3
	4.6
	3.1
	-1.5

	Kirkcaldy
	288.80
	19.5
	0.0
	8.8
	11.9
	34.9
	14.9
	5.5
	0.2
	0.3
	4.8
	3.4
	-1.4

	Durham
	181.20
	5.0
	0.0
	24.6
	13.5
	15.8
	19.6
	11.1
	0.2
	0.2
	6.4
	5.0
	-1.4

	Leeds
	636.20
	9.7
	25.9
	16.1
	11.7
	21.4
	6.6
	4.9
	0.2
	0.2
	5.9
	4.6
	-1.4

	Carlisle
	265.70
	28.9
	9.6
	0.0
	21.1
	12.5
	8.6
	11.3
	0.2
	0.2
	5.8
	4.4
	-1.4

	Portsmouth
	734.40
	28.0
	0.0
	18.6
	17.3
	17.7
	7.5
	6.9
	0.2
	0.2
	5.4
	4.1
	-1.3

	Leicester
	733.30
	15.6
	4.8
	24.3
	9.3
	15.7
	6.7
	12.2
	0.1
	0.2
	7.2
	6.0
	-1.3

	Plymouth
	484.50
	23.9
	0.0
	14.0
	21.8
	10.0
	15.7
	8.5
	0.2
	0.2
	6.0
	4.8
	-1.3

	Paisley
	293.40
	30.2
	0.0
	0.0
	32.1
	13.9
	7.5
	10.3
	0.2
	0.3
	4.4
	3.1
	-1.2

	Harrogate
	156.80
	0.0
	27.9
	22.5
	16.5
	22.1
	7.6
	3.5
	0.2
	0.3
	4.7
	3.5
	-1.2

	Bolton
	318.80
	18.3
	13.3
	5.9
	7.8
	33.1
	7.8
	7.7
	0.2
	0.2
	5.5
	4.3
	-1.2

	Taunton
	263.00
	7.0
	0.0
	30.3
	15.6
	15.1
	16.4
	7.8
	0.2
	0.2
	5.7
	4.5
	-1.2

	Lincoln
	185.50
	21.9
	15.1
	12.8
	8.5
	16.3
	11.0
	9.0
	0.1
	0.2
	7.1
	5.9
	-1.2

	London NW
	493.60
	14.7
	0.0
	25.9
	15.7
	11.0
	12.1
	12.9
	0.2
	0.2
	6.4
	5.2
	-1.2

	Llandudno
	420.60
	19.9
	0.0
	16.2
	10.4
	15.7
	20.7
	10.1
	0.2
	0.2
	6.5
	5.3
	-1.1

	Sheffield
	959.20
	15.7
	19.0
	16.4
	8.1
	13.3
	10.6
	7.9
	0.1
	0.2
	7.7
	6.6
	-1.1

	Darlington
	249.20
	6.1
	33.3
	0.0
	15.7
	15.4
	12.8
	9.7
	0.2
	0.2
	5.3
	4.2
	-1.1

	Loss of 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Preston
	419.50
	19.7
	18.3
	17.0
	8.7
	13.9
	9.3
	7.2
	0.1
	0.2
	7.0
	6.0
	-1.0

	Perth
	154.30
	38.9
	0.0
	0.0
	25.4
	17.2
	8.8
	7.6
	0.3
	0.3
	3.9
	2.9
	-1.0

	Walsall
	328.20
	15.6
	9.3
	21.4
	28.4
	6.4
	10.4
	4.2
	0.2
	0.2
	5.7
	4.7
	-1.0

	Wolverhampton
	207.70
	3.4
	0.0
	24.8
	16.3
	16.1
	30.0
	5.9
	0.2
	0.3
	4.8
	3.8
	-1.0

	Inverness
	228.00
	32.6
	0.0
	0.0
	23.3
	12.6
	6.8
	19.6
	0.2
	0.3
	4.6
	3.6
	-1.0

	Loss of less than 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Liverpool
	917.60
	18.2
	0.0
	20.5
	6.8
	25.5
	18.2
	5.5
	0.2
	0.2
	5.5
	4.6
	-0.9

	York
	461.50
	36.5
	7.2
	9.6
	20.4
	10.3
	6.8
	6.0
	0.2
	0.3
	4.8
	4.0
	-0.8

	Norwich
	601.80
	25.4
	0.0
	22.8
	10.6
	12.8
	15.5
	5.5
	0.2
	0.2
	5.8
	5.0
	-0.8

	Sunderland
	192.00
	4.6
	24.6
	12.0
	5.9
	27.9
	17.0
	4.7
	0.2
	0.2
	5.3
	4.5
	-0.8

	Bath
	447.20
	26.8
	0.0
	20.0
	19.2
	6.4
	7.0
	9.6
	0.2
	0.2
	6.0
	5.2
	-0.8

	Newport
	374.50
	25.6
	0.0
	14.9
	6.7
	16.2
	18.2
	7.9
	0.2
	0.2
	6.3
	5.6
	-0.8

	Doncaster
	543.10
	19.6
	16.3
	9.8
	4.0
	26.5
	9.0
	6.2
	0.2
	0.2
	6.3
	5.6
	-0.7

	Perth
	729.90
	26.2
	5.5
	14.0
	10.4
	8.0
	15.2
	9.9
	0.1
	0.2
	7.1
	6.3
	-0.7

	Stoke-on-Trent
	504.40
	23.9
	7.4
	14.7
	7.3
	12.0
	19.1
	9.2
	0.1
	0.2
	6.7
	6.0
	-0.7

	Warrington
	494.10
	1.7
	15.4
	14.6
	4.3
	37.3
	9.8
	9.3
	0.2
	0.2
	4.9
	4.2
	-0.7

	Croydon
	327.30
	23.0
	0.0
	32.5
	10.0
	13.9
	6.2
	7.9
	0.2
	0.2
	5.1
	4.4
	-0.6

	Bristol
	842.70
	34.1
	0.0
	20.2
	8.8
	16.1
	6.8
	6.9
	0.2
	0.2
	5.0
	4.4
	-0.6

	Coventry
	662.80
	21.9
	4.8
	33.6
	9.3
	14.8
	7.0
	4.8
	0.2
	0.2
	5.0
	4.4
	-0.6

	Bournemouth
	621.80
	32.2
	0.0
	26.4
	9.3
	16.7
	4.3
	6.4
	0.2
	0.2
	4.6
	4.1
	-0.6

	Southend-on-Sea
	542.80
	31.8
	0.0
	25.1
	12.6
	10.6
	10.3
	5.3
	0.2
	0.2
	4.9
	4.3
	-0.6

	Colchester
	358.90
	31.3
	0.0
	16.9
	13.1
	8.5
	10.4
	16.6
	0.2
	0.2
	5.3
	4.7
	-0.6

	Swindon
	416.60
	14.9
	0.0
	38.5
	14.8
	9.5
	9.4
	5.8
	0.2
	0.2
	4.7
	4.1
	-0.5

	Derby 
	538.60
	12.2
	11.2
	31.8
	7.2
	13.0
	15.3
	5.2
	0.2
	0.2
	5.7
	5.1
	-0.5

	Dundee
	250.20
	46.0
	0.0
	0.0
	12.9
	19.9
	13.1
	5.3
	0.3
	0.3
	3.5
	2.9
	-0.5

	Truro
	240.30
	41.4
	0.0
	10.4
	14.7
	10.3
	8.5
	8.5
	0.2
	0.3
	4.4
	3.9
	-0.5

	Manchester
	744.10
	35.9
	2.3
	16.0
	6.4
	18.9
	9.7
	6.1
	0.2
	0.2
	4.8
	4.3
	-0.5

	Blackpool
	230.80
	17.6
	13.9
	9.1
	23.3
	2.5
	17.7
	7.5
	0.2
	0.2
	6.6
	6.2
	-0.5

	Lancaster
	282.50
	12.1
	15.4
	10.8
	2.5
	32.8
	11.4
	8.3
	0.2
	0.2
	5.6
	5.1
	-0.5

	Ipswich
	506.10
	32.5
	0.0
	25.9
	7.5
	14.3
	6.0
	6.1
	0.2
	0.2
	4.9
	4.4
	-0.5

	Stockport
	532.30
	23.4
	12.8
	22.5
	9.5
	5.8
	10.5
	9.2
	0.2
	0.2
	6.5
	6.1
	-0.4

	Northampton
	549.30
	34.2
	4.2
	20.0
	14.1
	6.0
	4.6
	6.8
	0.2
	0.2
	5.3
	4.9
	-0.4

	Cardiff
	810.30
	37.9
	0.0
	10.9
	5.6
	19.2
	11.7
	8.1
	0.2
	0.2
	4.6
	4.2
	-0.4

	Falkirk
	226.50
	40.4
	0.0
	0.0
	14.1
	9.1
	16.7
	12.5
	0.2
	0.3
	4.3
	3.8
	-0.4

	St Albans
	303.50
	18.6
	0.0
	34.7
	14.4
	6.4
	14.8
	6.7
	0.2
	0.2
	4.8
	4.5
	-0.4

	Chester
	243.90
	24.5
	0.0
	19.9
	4.2
	15.0
	20.4
	8.5
	0.2
	0.2
	5.8
	5.4
	-0.4

	London N
	633.70
	26.0
	0.0
	30.9
	17.3
	5.2
	9.4
	6.4
	0.2
	0.2
	4.8
	4.4
	-0.4

	Swansea 
	576.00
	39.1
	0.0
	7.7
	9.8
	9.1
	14.7
	11.2
	0.2
	0.2
	4.7
	4.4
	-0.4

	Bromley
	387.30
	11.6
	0.0
	39.7
	9.4
	10.7
	15.9
	10.2
	0.2
	0.2
	4.4
	4.0
	-0.4

	Canterbury
	413.30
	26.6
	0.0
	30.9
	11.3
	6.1
	8.3
	7.0
	0.2
	0.2
	5.1
	4.8
	-0.3

	Gloucester
	559.70
	34.7
	0.0
	18.9
	9.9
	6.5
	8.0
	10.8
	0.2
	0.2
	5.3
	5.0
	-0.3

	Reading
	845.50
	30.2
	0.0
	29.2
	10.0
	8.3
	13.2
	5.1
	0.2
	0.2
	4.7
	4.3
	-0.3

	Medway
	549.50
	42.1
	0.0
	25.4
	10.4
	11.0
	3.0
	3.6
	0.3
	0.3
	3.7
	3.5
	-0.3

	Wakefield
	360.40
	6.2
	33.8
	14.8
	2.5
	20.6
	5.3
	7.6
	0.2
	0.2
	5.2
	5.0
	-0.3

	Slough
	314.30
	26.6
	0.0
	19.5
	4.2
	10.9
	22.4
	9.7
	0.2
	0.2
	5.5
	5.2
	-0.3

	Kingston/Thames
	641.90
	24.6
	0.0
	29.6
	6.9
	7.2
	16.0
	10.2
	0.2
	0.2
	5.2
	4.9
	-0.3

	Romford
	463.20
	44.5
	0.0
	21.5
	7.3
	13.8
	6.5
	5.1
	0.3
	0.3
	3.6
	3.4
	-0.2

	Luton
	275.00
	27.1
	0.0
	37.9
	6.0
	12.9
	4.9
	5.8
	0.2
	0.3
	4.1
	3.9
	-0.2

	London SE
	632.50
	19.8
	0.0
	47.2
	17.9
	5.0
	3.5
	3.7
	0.3
	0.3
	3.3
	3.2
	-0.2

	London E
	527.00
	21.8
	1.1
	46.3
	5.0
	10.9
	7.4
	3.5
	0.3
	0.3
	3.5
	3.4
	-0.1

	London SW
	781.40
	3.3
	0.0
	56.7
	9.0
	9.5
	9.0
	9.3
	0.4
	0.4
	2.8
	2.7
	-0.1

	Hemel Hempstead
	587.10
	47.3
	0.0
	22.2
	5.9
	6.9
	10.7
	3.9
	0.3
	0.3
	3.4
	3.3
	-0.1

	Watford
	251.20
	47.8
	0.0
	20.4
	2.5
	18.0
	11.2
	2.3
	0.3
	0.3
	3.2
	3.1
	-0.1

	Chelmsford
	653.80
	43.8
	0.0
	29.1
	4.1
	7.5
	5.6
	5.2
	0.3
	0.3
	3.5
	3.4
	-0.1

	Guildford
	795.50
	20.9
	0.0
	42.7
	4.4
	4.5
	11.0
	9.8
	0.3
	0.3
	4.0
	3.9
	-0.1

	Bradford
	382.90
	14.0
	45.0
	13.3
	1.4
	13.8
	2.3
	5.2
	0.3
	0.3
	3.8
	3.8
	-0.1


Italics – market with less than 4 competitors

Tesco/Safeway

Herfindahl-Hirschman Index for pre and post merger market

Only those markets with any form of impact

	Area
	Size (£ mn)
	Asda
	William Morrisons
	Sainsburys
	Safeway
	Tesco
	No 6
	Remainder
	HHI pre merger
	HHI post merger
	Change in HHI

	Hereford
	183.70
	0.0
	0.0
	13.3
	36.2
	29.9
	13.5
	5.6
	2595.0
	4759.8
	2164.8

	Dumfries
	104.30
	0.0
	0.0
	0.0
	51.0
	20.7
	14.6
	8.9
	3321.0
	5432.4
	2111.4

	Worcester
	253.70
	0.0
	0.0
	12.3
	27.1
	37.0
	11.3
	8.6
	2456.0
	4461.4
	2005.4

	Perth
	154.30
	17.2
	0.0
	0.0
	25.4
	38.9
	8.8
	7.6
	2590.0
	4566.1
	1976.1

	Paisley
	293.40
	13.9
	0.0
	0.0
	32.1
	30.2
	7.5
	10.3
	2298.0
	4236.8
	1938.8

	Inverness
	228.00
	12.6
	0.0
	0.0
	23.3
	32.6
	6.8
	19.6
	2194.0
	3713.2
	1519.2

	Dorchester
	176.50
	18.7
	0.0
	0.3
	27.6
	27.3
	16.0
	6.3
	2153.0
	3660.0
	1507.0

	Kilmarnock
	318.50
	20.9
	0.0
	0.0
	41.4
	18.1
	10.2
	6.3
	2622.0
	4120.7
	1498.7

	York
	461.50
	10.3
	7.2
	9.6
	20.4
	36.5
	6.8
	6.0
	2081.0
	3570.2
	1489.2

	Belfast
	789.10
	0.0
	0.0
	18.6
	16.0
	45.6
	11.9
	7.5
	2879.0
	4338.2
	1459.2

	Carlisle
	265.70
	12.5
	9.6
	0.0
	21.1
	28.9
	8.6
	11.3
	1730.0
	2949.6
	1219.6

	Truro
	240.30
	10.3
	0.0
	10.4
	14.7
	41.4
	8.5
	8.5
	2289.0
	3506.2
	1217.2

	Dundee
	250.20
	19.9
	0.0
	0.0
	12.9
	46.0
	13.1
	5.3
	2878.0
	4064.8
	1186.8

	Falkirk
	226.50
	9.1
	0.0
	0.0
	14.1
	40.4
	16.7
	12.5
	2348.0
	3487.3
	1139.3

	Plymouth
	484.50
	10.0
	0.0
	14.0
	21.8
	23.9
	15.7
	8.5
	1662.0
	2704.0
	1042.0

	Sutton
	207.70
	0.0
	0.0
	33.7
	18.9
	27.3
	10.0
	6.6
	2382.0
	3413.9
	1031.9

	Bath
	447.20
	6.4
	0.0
	20.0
	19.2
	26.8
	7.0
	9.6
	1669.0
	2698.1
	1029.1

	Portsmouth
	734.40
	17.7
	0.0
	18.6
	17.3
	28.0
	7.5
	6.9
	1846.0
	2814.8
	968.8

	Northampton
	549.30
	6.0
	4.2
	20.0
	14.1
	34.2
	4.6
	6.8
	1890.0
	2854.4
	964.4

	London N
	633.70
	5.2
	0.0
	30.9
	17.3
	26.0
	9.4
	6.4
	2086.0
	2985.6
	899.6

	Walsall
	328.20
	6.4
	9.3
	21.4
	28.4
	15.6
	10.4
	4.2
	1761.0
	2647.1
	886.1

	Medway
	549.50
	11.0
	0.0
	25.4
	10.4
	42.1
	3.0
	3.6
	2669.0
	3544.7
	875.7

	Edinburgh
	758.80
	12.1
	0.0
	18.8
	30.0
	14.3
	9.1
	10.2
	1792.0
	2650.0
	858.0

	Exeter
	441.10
	0.0
	0.0
	25.7
	13.6
	30.5
	19.9
	6.2
	2210.0
	3039.6
	829.6

	Blackpool
	230.80
	2.5
	13.9
	9.1
	23.3
	17.6
	17.7
	7.5
	1505.0
	2325.2
	820.2

	Colchester
	358.90
	8.5
	0.0
	16.9
	13.1
	31.3
	10.4
	16.6
	1894.0
	2714.1
	820.1

	Southend-on-Sea
	542.80
	10.6
	0.0
	25.1
	12.6
	31.8
	10.3
	5.3
	2047.0
	2848.4
	801.4

	Aberdeen
	451.10
	25.6
	0.0
	8.7
	23.2
	16.8
	11.2
	9.2
	1761.0
	2540.5
	779.5

	Swansea 
	576.00
	9.1
	0.0
	7.7
	9.8
	39.1
	14.7
	11.2
	2108.0
	2874.4
	766.4

	TunbridgeWells
	644.90
	0.0
	0.0
	38.4
	13.1
	28.1
	6.7
	7.2
	2532.0
	3268.2
	736.2

	London SE
	632.50
	5.0
	0.0
	47.2
	17.9
	19.8
	3.5
	3.7
	2991.0
	3699.8
	708.8

	Gloucester
	559.70
	6.5
	0.0
	18.9
	9.9
	34.7
	8.0
	10.8
	1883.0
	2570.1
	687.1

	Torquay
	229.10
	0.0
	0.0
	33.8
	17.2
	19.7
	20.6
	5.1
	2277.0
	2954.7
	677.7

	Redhill
	551.40
	0.0
	0.0
	40.8
	9.4
	35.4
	7.8
	4.4
	3086.0
	3751.5
	665.5

	Romford
	463.20
	13.8
	0.0
	21.5
	7.3
	44.5
	6.5
	5.1
	2755.0
	3404.7
	649.7

	Reading
	845.50
	8.3
	0.0
	29.2
	10.0
	30.2
	13.2
	5.1
	2134.0
	2738.0
	604.0

	Canterbury
	413.30
	6.1
	0.0
	30.9
	11.3
	26.6
	8.3
	7.0
	1945.0
	2546.2
	601.2

	Bristol
	842.70
	16.1
	0.0
	20.2
	8.8
	34.1
	6.8
	6.9
	2001.0
	2601.2
	600.2

	Bournemouth
	621.80
	16.7
	0.0
	26.4
	9.3
	32.2
	4.3
	6.4
	2158.0
	2756.9
	598.9

	Milton Keynes
	461.40
	0.0
	0.0
	26.2
	5.6
	52.5
	6.4
	3.9
	3530.0
	4118.0
	588.0

	Shrewsbury
	246.90
	0.0
	9.8
	20.7
	21.7
	13.1
	24.7
	5.3
	1805.0
	2373.5
	568.5

	Dartford
	441.50
	19.9
	2.4
	25.0
	15.9
	17.7
	5.0
	7.0
	1667.0
	2229.9
	562.9

	Hemel Hempstead
	587.10
	6.9
	0.0
	22.2
	5.9
	47.3
	10.7
	3.9
	2942.0
	3500.1
	558.1

	Crewe
	249.00
	18.3
	7.9
	21.0
	25.1
	11.1
	10.6
	4.4
	1723.0
	2280.2
	557.2

	Ilford
	256.50
	0.0
	0.0
	33.4
	8.2
	33.9
	9.5
	9.1
	2505.0
	3061.0
	556.0

	Perth
	729.90
	8.0
	5.5
	14.0
	10.4
	26.2
	15.2
	9.9
	1414.0
	1959.0
	545.0

	Norwich
	601.80
	12.8
	0.0
	22.8
	10.6
	25.4
	15.5
	5.5
	1712.0
	2250.5
	538.5

	St Albans
	303.50
	6.4
	0.0
	34.7
	14.4
	18.6
	14.8
	6.7
	2062.0
	2597.7
	535.7

	Motherwell
	307.50
	23.3
	0.0
	7.5
	26.5
	10.1
	18.1
	6.7
	1776.0
	2311.3
	535.3

	Glasgow
	1058.70
	25.2
	0.0
	7.7
	30.7
	8.7
	12.7
	8.8
	1952.0
	2486.2
	534.2

	Ipswich
	506.10
	14.3
	0.0
	25.9
	7.5
	32.5
	6.0
	6.1
	2061.0
	2548.5
	487.5

	Kirkcaldy
	288.80
	34.9
	0.0
	8.8
	11.9
	19.5
	14.9
	5.5
	2070.0
	2534.1
	464.1

	London W
	494.30
	0.0
	0.0
	27.3
	19.5
	11.9
	29.3
	6.3
	2165.0
	2629.1
	464.1

	London NW
	493.60
	11.0
	0.0
	25.9
	15.7
	14.7
	12.1
	12.9
	1567.0
	2028.6
	461.6

	Birmingham
	1326.90
	22.0
	2.0
	25.5
	16.2
	14.2
	8.8
	4.9
	1704.0
	2164.1
	460.1

	Croydon
	327.30
	13.9
	0.0
	32.5
	10.0
	23.0
	6.2
	7.9
	1979.0
	2439.0
	460.0

	Manchester
	744.10
	18.9
	2.3
	16.0
	6.4
	35.9
	9.7
	6.1
	2079.0
	2538.5
	459.5

	Telford
	180.90
	19.3
	13.4
	18.1
	13.7
	16.7
	10.3
	5.3
	1480.0
	1937.6
	457.6

	Enfield
	336.60
	0.0
	0.0
	33.6
	5.7
	39.1
	9.2
	8.7
	2850.0
	3295.7
	445.7

	Stockport
	532.30
	5.8
	12.8
	22.5
	9.5
	23.4
	10.5
	9.2
	1537.0
	1981.6
	444.6

	Swindon
	416.60
	9.5
	0.0
	38.5
	14.8
	14.9
	9.4
	5.8
	2135.0
	2576.0
	441.0

	Stevenage
	366.20
	0.0
	0.0
	38.1
	5.4
	40.6
	4.9
	5.3
	3181.0
	3619.5
	438.5

	Cardiff
	810.30
	19.2
	0.0
	10.9
	5.6
	37.9
	11.7
	8.1
	2158.0
	2582.5
	424.5

	Llandudno
	420.60
	15.7
	0.0
	16.2
	10.4
	19.9
	20.7
	10.1
	1543.0
	1956.9
	413.9

	Coventry
	662.80
	14.8
	4.8
	33.6
	9.3
	21.9
	7.0
	4.8
	2009.0
	2416.3
	407.3

	Lincoln
	185.50
	16.3
	15.1
	12.8
	8.5
	21.9
	11.0
	9.0
	1412.0
	1784.3
	372.3

	Salisbury
	228.00
	0.0
	0.0
	7.8
	3.5
	51.6
	19.3
	10.8
	3225.0
	3586.2
	361.2

	Chelmsford
	653.80
	7.5
	0.0
	29.1
	4.1
	43.8
	5.6
	5.2
	2897.0
	3256.2
	359.2

	Newcastle/Tyne
	900.00
	26.5
	6.4
	9.0
	22.8
	7.7
	7.6
	11.7
	1598.0
	1949.1
	351.1

	Stoke-on-Trent
	504.40
	12.0
	7.4
	14.7
	7.3
	23.9
	19.1
	9.2
	1489.0
	1837.9
	348.9

	Newport
	374.50
	16.2
	0.0
	14.9
	6.7
	25.6
	18.2
	7.9
	1579.0
	1922.0
	343.0

	Preston
	419.50
	13.9
	18.3
	17.0
	8.7
	19.7
	9.3
	7.2
	1419.0
	1761.8
	342.8

	Kingston/Thames
	641.90
	7.2
	0.0
	29.6
	6.9
	24.6
	16.0
	10.2
	1940.0
	2279.5
	339.5

	Hull
	290.50
	23.3
	17.0
	11.6
	17.2
	9.8
	13.8
	3.6
	1562.0
	1899.1
	337.1

	Luton
	275.00
	12.9
	0.0
	37.9
	6.0
	27.1
	4.9
	5.8
	2431.0
	2756.2
	325.2

	Leicester
	733.30
	15.7
	4.8
	24.3
	9.3
	15.6
	6.7
	12.2
	1384.0
	1674.2
	290.2

	Bolton
	318.80
	33.1
	13.3
	5.9
	7.8
	18.3
	7.8
	7.7
	1823.0
	2108.5
	285.5

	Nottingham
	889.90
	20.1
	15.3
	15.1
	11.1
	12.3
	9.5
	8.8
	1308.0
	1581.1
	273.1

	Cleveland
	428.40
	25.0
	9.8
	13.2
	24.7
	5.5
	10.2
	7.0
	1688.0
	1959.7
	271.7

	Harrow
	375.70
	0.9
	0.0
	47.0
	8.0
	16.2
	15.7
	8.1
	2848.0
	3107.2
	259.2

	Sheffield
	959.20
	13.3
	19.0
	16.4
	8.1
	15.7
	10.6
	7.9
	1293.0
	1547.3
	254.3

	Liverpool
	917.60
	25.5
	0.0
	20.5
	6.8
	18.2
	18.2
	5.5
	1809.0
	2056.5
	247.5

	Dudley
	379.10
	26.4
	0.0
	25.6
	13.8
	8.8
	11.0
	7.0
	1790.0
	2032.9
	242.9

	Watford
	251.20
	18.0
	0.0
	20.4
	2.5
	47.8
	11.2
	2.3
	3162.0
	3401.0
	239.0

	Leeds
	636.20
	21.4
	25.9
	16.1
	11.7
	9.7
	6.6
	4.9
	1687.0
	1914.0
	227.0

	Slough
	314.30
	10.9
	0.0
	19.5
	4.2
	26.6
	22.4
	9.7
	1820.0
	2043.4
	223.4

	Taunton
	263.00
	15.1
	0.0
	30.3
	15.6
	7.0
	16.4
	7.8
	1769.0
	1987.4
	218.4

	Bromley
	387.30
	10.7
	0.0
	39.7
	9.4
	11.6
	15.9
	10.2
	2270.0
	2488.1
	218.1

	London E
	527.00
	10.9
	1.1
	46.3
	5.0
	21.8
	7.4
	3.5
	2831.0
	3049.0
	218.0

	Twickenham
	468.90
	0.0
	0.0
	24.6
	2.1
	51.6
	9.5
	7.7
	3422.0
	3638.7
	216.7

	Chester
	243.90
	15.0
	0.0
	19.9
	4.2
	24.5
	20.4
	8.5
	1727.0
	1932.8
	205.8

	Darlington
	249.20
	15.4
	33.3
	0.0
	15.7
	6.1
	12.8
	9.7
	1887.0
	2078.5
	191.5

	Guildford
	795.50
	4.5
	0.0
	42.7
	4.4
	20.9
	11.0
	9.8
	2516.0
	2699.9
	183.9

	Derby 
	538.60
	13.0
	11.2
	31.8
	7.2
	12.2
	15.3
	5.2
	1767.0
	1942.7
	175.7

	Doncaster
	543.10
	26.5
	16.3
	9.8
	4.0
	19.6
	9.0
	6.2
	1583.0
	1739.8
	156.8

	Durham
	181.20
	15.8
	0.0
	24.6
	13.5
	5.0
	19.6
	11.1
	1570.0
	1705.0
	135.0

	Wolverhampton
	207.70
	16.1
	0.0
	24.8
	16.3
	3.4
	30.0
	5.9
	2086.0
	2196.8
	110.8

	Lancaster
	282.50
	32.8
	15.4
	10.8
	2.5
	12.1
	11.4
	8.3
	1781.0
	1841.5
	60.5

	London SW
	781.40
	9.5
	0.0
	56.7
	9.0
	3.3
	9.0
	9.3
	3564.0
	3623.4
	59.4

	Sunderland
	192.00
	27.9
	24.6
	12.0
	5.9
	4.6
	17.0
	4.7
	1895.0
	1949.3
	54.3

	Bradford
	382.90
	13.8
	45.0
	13.3
	1.4
	14.0
	2.3
	5.2
	2623.0
	2662.2
	39.2

	Wakefield
	360.40
	20.6
	33.8
	14.8
	2.5
	6.2
	5.3
	7.6
	1916.0
	1947.0
	31.0

	Warrington
	494.10
	37.3
	15.4
	14.6
	4.3
	1.7
	9.8
	9.3
	2046.0
	2060.6
	14.6


Only seven markets untouched by merger

Herfindahl Index and numbers equivalent effective competitors pre and post merger

Only those markets with any form of impact

	Area
	Size (£ mn)
	Asda
	William Morrisons
	Sainsburys
	Safeway
	Tesco
	No 6
	Remainder
	HI per merger
	HI post merger
	Effective competitors pre merger
	Effective competitors post merger
	Loss of effective competitors

	Loss of more than 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Carlisle
	265.70
	12.5
	9.6
	0.0
	21.1
	28.9
	8.6
	11.3
	0.2
	0.3
	5.8
	3.4
	-2.4

	Blackpool
	230.80
	2.5
	13.9
	9.1
	23.3
	17.6
	17.7
	7.5
	0.2
	0.2
	6.6
	4.3
	-2.3

	Plymouth
	484.50
	10.0
	0.0
	14.0
	21.8
	23.9
	15.7
	8.5
	0.2
	0.3
	6.0
	3.7
	-2.3

	Bath
	447.20
	6.4
	0.0
	20.0
	19.2
	26.8
	7.0
	9.6
	0.2
	0.3
	6.0
	3.7
	-2.3

	York
	461.50
	10.3
	7.2
	9.6
	20.4
	36.5
	6.8
	6.0
	0.2
	0.4
	4.8
	2.8
	-2.0

	Paisley
	293.40
	13.9
	0.0
	0.0
	32.1
	30.2
	7.5
	10.3
	0.2
	0.4
	4.4
	2.4
	-2.0

	Perth
	729.90
	8.0
	5.5
	14.0
	10.4
	26.2
	15.2
	9.9
	0.1
	0.2
	7.1
	5.1
	-2.0

	Dorchester
	176.50
	18.7
	0.0
	0.3
	27.6
	27.3
	16.0
	6.3
	0.2
	0.4
	4.6
	2.7
	-1.9

	Walsall
	328.20
	6.4
	9.3
	21.4
	28.4
	15.6
	10.4
	4.2
	0.2
	0.3
	5.7
	3.8
	-1.9

	Inverness
	228.00
	12.6
	0.0
	0.0
	23.3
	32.6
	6.8
	19.6
	0.2
	0.4
	4.6
	2.7
	-1.9

	Portsmouth
	734.40
	17.7
	0.0
	18.6
	17.3
	28.0
	7.5
	6.9
	0.2
	0.3
	5.4
	3.6
	-1.9

	Worcester
	253.70
	0.0
	0.0
	12.3
	27.1
	37.0
	11.3
	8.6
	0.2
	0.4
	4.1
	2.2
	-1.8

	Edinburgh
	758.80
	12.1
	0.0
	18.8
	30.0
	14.3
	9.1
	10.2
	0.2
	0.3
	5.6
	3.8
	-1.8

	Northampton
	549.30
	6.0
	4.2
	20.0
	14.1
	34.2
	4.6
	6.8
	0.2
	0.3
	5.3
	3.5
	-1.8

	Hereford
	183.70
	0.0
	0.0
	13.3
	36.2
	29.9
	13.5
	5.6
	0.3
	0.5
	3.9
	2.1
	-1.8

	Aberdeen
	451.10
	25.6
	0.0
	8.7
	23.2
	16.8
	11.2
	9.2
	0.2
	0.3
	5.7
	3.9
	-1.7

	Perth
	154.30
	17.2
	0.0
	0.0
	25.4
	38.9
	8.8
	7.6
	0.3
	0.5
	3.9
	2.2
	-1.7

	Telford
	180.90
	19.3
	13.4
	18.1
	13.7
	16.7
	10.3
	5.3
	0.1
	0.2
	6.8
	5.2
	-1.6

	Colchester
	358.90
	8.5
	0.0
	16.9
	13.1
	31.3
	10.4
	16.6
	0.2
	0.3
	5.3
	3.7
	-1.6

	Truro
	240.30
	10.3
	0.0
	10.4
	14.7
	41.4
	8.5
	8.5
	0.2
	0.4
	4.4
	2.9
	-1.5

	Dartford
	441.50
	19.9
	2.4
	25.0
	15.9
	17.7
	5.0
	7.0
	0.2
	0.2
	6.0
	4.5
	-1.5

	Lincoln
	185.50
	16.3
	15.1
	12.8
	8.5
	21.9
	11.0
	9.0
	0.1
	0.2
	7.1
	5.6
	-1.5

	Stockport
	532.30
	5.8
	12.8
	22.5
	9.5
	23.4
	10.5
	9.2
	0.2
	0.2
	6.5
	5.0
	-1.5

	London NW
	493.60
	11.0
	0.0
	25.9
	15.7
	14.7
	12.1
	12.9
	0.2
	0.2
	6.4
	4.9
	-1.5

	London N
	633.70
	5.2
	0.0
	30.9
	17.3
	26.0
	9.4
	6.4
	0.2
	0.3
	4.8
	3.3
	-1.4

	Gloucester
	559.70
	6.5
	0.0
	18.9
	9.9
	34.7
	8.0
	10.8
	0.2
	0.3
	5.3
	3.9
	-1.4

	Crewe
	249.00
	18.3
	7.9
	21.0
	25.1
	11.1
	10.6
	4.4
	0.2
	0.2
	5.8
	4.4
	-1.4

	Norwich
	601.80
	12.8
	0.0
	22.8
	10.6
	25.4
	15.5
	5.5
	0.2
	0.2
	5.8
	4.4
	-1.4

	Falkirk
	226.50
	9.1
	0.0
	0.0
	14.1
	40.4
	16.7
	12.5
	0.2
	0.3
	4.3
	2.9
	-1.4

	Kilmarnock
	318.50
	20.9
	0.0
	0.0
	41.4
	18.1
	10.2
	6.3
	0.3
	0.4
	3.8
	2.4
	-1.4

	Southend-on-Sea
	542.80
	10.6
	0.0
	25.1
	12.6
	31.8
	10.3
	5.3
	0.2
	0.3
	4.9
	3.5
	-1.4

	Preston
	419.50
	13.9
	18.3
	17.0
	8.7
	19.7
	9.3
	7.2
	0.1
	0.2
	7.0
	5.7
	-1.4

	Llandudno
	420.60
	15.7
	0.0
	16.2
	10.4
	19.9
	20.7
	10.1
	0.2
	0.2
	6.5
	5.1
	-1.4

	Shrewsbury
	246.90
	0.0
	9.8
	20.7
	21.7
	13.1
	24.7
	5.3
	0.2
	0.2
	5.5
	4.2
	-1.3

	Nottingham
	889.90
	20.1
	15.3
	15.1
	11.1
	12.3
	9.5
	8.8
	0.1
	0.2
	7.6
	6.3
	-1.3

	Motherwell
	307.50
	23.3
	0.0
	7.5
	26.5
	10.1
	18.1
	6.7
	0.2
	0.2
	5.6
	4.3
	-1.3

	Stoke-on-Trent
	504.40
	12.0
	7.4
	14.7
	7.3
	23.9
	19.1
	9.2
	0.1
	0.2
	6.7
	5.4
	-1.3

	Sheffield
	959.20
	13.3
	19.0
	16.4
	8.1
	15.7
	10.6
	7.9
	0.1
	0.2
	7.7
	6.5
	-1.3

	Sutton
	207.70
	0.0
	0.0
	33.7
	18.9
	27.3
	10.0
	6.6
	0.2
	0.3
	4.2
	2.9
	-1.3

	Swansea 
	576.00
	9.1
	0.0
	7.7
	9.8
	39.1
	14.7
	11.2
	0.2
	0.3
	4.7
	3.5
	-1.3

	Leicester
	733.30
	15.7
	4.8
	24.3
	9.3
	15.6
	6.7
	12.2
	0.1
	0.2
	7.2
	6.0
	-1.3

	Birmingham
	1326.90
	22.0
	2.0
	25.5
	16.2
	14.2
	8.8
	4.9
	0.2
	0.2
	5.9
	4.6
	-1.2

	Exeter
	441.10
	0.0
	0.0
	25.7
	13.6
	30.5
	19.9
	6.2
	0.2
	0.3
	4.5
	3.3
	-1.2

	Canterbury
	413.30
	6.1
	0.0
	30.9
	11.3
	26.6
	8.3
	7.0
	0.2
	0.3
	5.1
	3.9
	-1.2

	Dumfries
	104.30
	0.0
	0.0
	0.0
	51.0
	20.7
	14.6
	8.9
	0.3
	0.5
	3.0
	1.8
	-1.2

	Belfast
	789.10
	0.0
	0.0
	18.6
	16.0
	45.6
	11.9
	7.5
	0.3
	0.4
	3.5
	2.3
	-1.2

	Bristol
	842.70
	16.1
	0.0
	20.2
	8.8
	34.1
	6.8
	6.9
	0.2
	0.3
	5.0
	3.8
	-1.2

	Hull
	290.50
	23.3
	17.0
	11.6
	17.2
	9.8
	13.8
	3.6
	0.2
	0.2
	6.4
	5.3
	-1.1

	Newport
	374.50
	16.2
	0.0
	14.9
	6.7
	25.6
	18.2
	7.9
	0.2
	0.2
	6.3
	5.2
	-1.1

	Newcastle/Tyne
	900.00
	26.5
	6.4
	9.0
	22.8
	7.7
	7.6
	11.7
	0.2
	0.2
	6.3
	5.1
	-1.1

	Glasgow
	1058.70
	25.2
	0.0
	7.7
	30.7
	8.7
	12.7
	8.8
	0.2
	0.2
	5.1
	4.0
	-1.1

	Loss of 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Reading
	845.50
	8.3
	0.0
	29.2
	10.0
	30.2
	13.2
	5.1
	0.2
	0.3
	4.7
	3.7
	-1.0

	Dundee
	250.20
	19.9
	0.0
	0.0
	12.9
	46.0
	13.1
	5.3
	0.3
	0.4
	3.5
	2.5
	-1.0

	Torquay
	229.10
	0.0
	0.0
	33.8
	17.2
	19.7
	20.6
	5.1
	0.2
	0.3
	4.4
	3.4
	-1.0

	Bournemouth
	621.80
	16.7
	0.0
	26.4
	9.3
	32.2
	4.3
	6.4
	0.2
	0.3
	4.6
	3.6
	-1.0

	St Albans
	303.50
	6.4
	0.0
	34.7
	14.4
	18.6
	14.8
	6.7
	0.2
	0.3
	4.8
	3.8
	-1.0

	Croydon
	327.30
	13.9
	0.0
	32.5
	10.0
	23.0
	6.2
	7.9
	0.2
	0.2
	5.1
	4.1
	-1.0

	Loss of less than 1 competitor
	
	
	
	
	
	
	
	
	
	
	
	
	

	Ipswich
	506.10
	14.3
	0.0
	25.9
	7.5
	32.5
	6.0
	6.1
	0.2
	0.3
	4.9
	3.9
	-0.9

	Medway
	549.50
	11.0
	0.0
	25.4
	10.4
	42.1
	3.0
	3.6
	0.3
	0.4
	3.7
	2.8
	-0.9

	TunbridgeWells
	644.90
	0.0
	0.0
	38.4
	13.1
	28.1
	6.7
	7.2
	0.3
	0.3
	3.9
	3.1
	-0.9

	Kirkcaldy
	288.80
	34.9
	0.0
	8.8
	11.9
	19.5
	14.9
	5.5
	0.2
	0.3
	4.8
	3.9
	-0.9

	Manchester
	744.10
	18.9
	2.3
	16.0
	6.4
	35.9
	9.7
	6.1
	0.2
	0.3
	4.8
	3.9
	-0.9

	Coventry
	662.80
	14.8
	4.8
	33.6
	9.3
	21.9
	7.0
	4.8
	0.2
	0.2
	5.0
	4.1
	-0.8

	Cleveland
	428.40
	25.0
	9.8
	13.2
	24.7
	5.5
	10.2
	7.0
	0.2
	0.2
	5.9
	5.1
	-0.8

	London W
	494.30
	0.0
	0.0
	27.3
	19.5
	11.9
	29.3
	6.3
	0.2
	0.3
	4.6
	3.8
	-0.8

	Swindon
	416.60
	9.5
	0.0
	38.5
	14.8
	14.9
	9.4
	5.8
	0.2
	0.3
	4.7
	3.9
	-0.8

	Kingston/Thames
	641.90
	7.2
	0.0
	29.6
	6.9
	24.6
	16.0
	10.2
	0.2
	0.2
	5.2
	4.4
	-0.8

	Cardiff
	810.30
	19.2
	0.0
	10.9
	5.6
	37.9
	11.7
	8.1
	0.2
	0.3
	4.6
	3.9
	-0.8

	Bolton
	318.80
	33.1
	13.3
	5.9
	7.8
	18.3
	7.8
	7.7
	0.2
	0.2
	5.5
	4.7
	-0.7

	Ilford
	256.50
	0.0
	0.0
	33.4
	8.2
	33.9
	9.5
	9.1
	0.3
	0.3
	4.0
	3.3
	-0.7

	Leeds
	636.20
	21.4
	25.9
	16.1
	11.7
	9.7
	6.6
	4.9
	0.2
	0.2
	5.9
	5.2
	-0.7

	Romford
	463.20
	13.8
	0.0
	21.5
	7.3
	44.5
	6.5
	5.1
	0.3
	0.3
	3.6
	2.9
	-0.7

	Dudley
	379.10
	26.4
	0.0
	25.6
	13.8
	8.8
	11.0
	7.0
	0.2
	0.2
	5.6
	4.9
	-0.7

	Liverpool
	917.60
	25.5
	0.0
	20.5
	6.8
	18.2
	18.2
	5.5
	0.2
	0.2
	5.5
	4.9
	-0.7

	London SE
	632.50
	5.0
	0.0
	47.2
	17.9
	19.8
	3.5
	3.7
	0.3
	0.4
	3.3
	2.7
	-0.6

	Taunton
	263.00
	15.1
	0.0
	30.3
	15.6
	7.0
	16.4
	7.8
	0.2
	0.2
	5.7
	5.0
	-0.6

	Chester
	243.90
	15.0
	0.0
	19.9
	4.2
	24.5
	20.4
	8.5
	0.2
	0.2
	5.8
	5.2
	-0.6

	Slough
	314.30
	10.9
	0.0
	19.5
	4.2
	26.6
	22.4
	9.7
	0.2
	0.2
	5.5
	4.9
	-0.6

	Redhill
	551.40
	0.0
	0.0
	40.8
	9.4
	35.4
	7.8
	4.4
	0.3
	0.4
	3.2
	2.7
	-0.6

	Doncaster
	543.10
	26.5
	16.3
	9.8
	4.0
	19.6
	9.0
	6.2
	0.2
	0.2
	6.3
	5.7
	-0.6

	Hemel Hempstead
	587.10
	6.9
	0.0
	22.2
	5.9
	47.3
	10.7
	3.9
	0.3
	0.4
	3.4
	2.9
	-0.5

	Derby 
	538.60
	13.0
	11.2
	31.8
	7.2
	12.2
	15.3
	5.2
	0.2
	0.2
	5.7
	5.1
	-0.5

	Durham
	181.20
	15.8
	0.0
	24.6
	13.5
	5.0
	19.6
	11.1
	0.2
	0.2
	6.4
	5.9
	-0.5

	Darlington
	249.20
	15.4
	33.3
	0.0
	15.7
	6.1
	12.8
	9.7
	0.2
	0.2
	5.3
	4.8
	-0.5

	Luton
	275.00
	12.9
	0.0
	37.9
	6.0
	27.1
	4.9
	5.8
	0.2
	0.3
	4.1
	3.6
	-0.5

	Enfield
	336.60
	0.0
	0.0
	33.6
	5.7
	39.1
	9.2
	8.7
	0.3
	0.3
	3.5
	3.0
	-0.5

	Milton Keynes
	461.40
	0.0
	0.0
	26.2
	5.6
	52.5
	6.4
	3.9
	0.4
	0.4
	2.8
	2.4
	-0.4

	Bromley
	387.30
	10.7
	0.0
	39.7
	9.4
	11.6
	15.9
	10.2
	0.2
	0.2
	4.4
	4.0
	-0.4

	Stevenage
	366.20
	0.0
	0.0
	38.1
	5.4
	40.6
	4.9
	5.3
	0.3
	0.4
	3.1
	2.8
	-0.4

	Chelmsford
	653.80
	7.5
	0.0
	29.1
	4.1
	43.8
	5.6
	5.2
	0.3
	0.3
	3.5
	3.1
	-0.4

	Salisbury
	228.00
	0.0
	0.0
	7.8
	3.5
	51.6
	19.3
	10.8
	0.3
	0.4
	3.1
	2.8
	-0.3

	Harrow
	375.70
	0.9
	0.0
	47.0
	8.0
	16.2
	15.7
	8.1
	0.3
	0.3
	3.5
	3.2
	-0.3

	Guildford
	795.50
	4.5
	0.0
	42.7
	4.4
	20.9
	11.0
	9.8
	0.3
	0.3
	4.0
	3.7
	-0.3

	London E
	527.00
	10.9
	1.1
	46.3
	5.0
	21.8
	7.4
	3.5
	0.3
	0.3
	3.5
	3.3
	-0.3

	Wolverhampton
	207.70
	16.1
	0.0
	24.8
	16.3
	3.4
	30.0
	5.9
	0.2
	0.2
	4.8
	4.6
	-0.2

	Watford
	251.20
	18.0
	0.0
	20.4
	2.5
	47.8
	11.2
	2.3
	0.3
	0.3
	3.2
	2.9
	-0.2

	Lancaster
	282.50
	32.8
	15.4
	10.8
	2.5
	12.1
	11.4
	8.3
	0.2
	0.2
	5.6
	5.4
	-0.2

	Twickenham
	468.90
	0.0
	0.0
	24.6
	2.1
	51.6
	9.5
	7.7
	0.3
	0.4
	2.9
	2.7
	-0.2

	Sunderland
	192.00
	27.9
	24.6
	12.0
	5.9
	4.6
	17.0
	4.7
	0.2
	0.2
	5.3
	5.1
	-0.1

	Wakefield
	360.40
	20.6
	33.8
	14.8
	2.5
	6.2
	5.3
	7.6
	0.2
	0.2
	5.2
	5.1
	-0.1

	Bradford
	382.90
	13.8
	45.0
	13.3
	1.4
	14.0
	2.3
	5.2
	0.3
	0.3
	3.8
	3.8
	-0.1


Increase in HHI caused by each merger proposal by local market 

Ranked by descending order of pre merger HHI score

	
	
	Morrisons
	Sainsburys
	Asda
	Tesco

	Highly concentrated       1
	Uxbridge
	0.0
	0.0
	0.0
	0.0

	2
	London SW
	0.0
	1020.6
	171.0
	59.4

	3
	Milton Keynes
	0.0
	293.4
	0.0
	588.0

	4
	Cambridge
	0.0
	0.0
	0.0
	0.0

	5
	Twickenham
	0.0
	103.3
	0.0
	216.7

	6
	Dumfries
	0.0
	0.0
	0.0
	2111.4

	7
	Salisbury
	0.0
	54.6
	0.0
	361.2

	8
	Stevenage
	0.0
	411.5
	0.0
	438.5

	9
	Watford
	0.0
	102.0
	90.0
	239.0

	10
	Redhill
	0.0
	767.0
	0.0
	665.5

	11
	London SE
	0.0
	1689.8
	179.0
	708.8

	12
	Hemel Hempstead
	0.0
	262.0
	81.4
	558.1

	13
	Chelmsford
	0.0
	238.6
	61.5
	359.2

	14
	Belfast
	0.0
	595.2
	0.0
	1459.2

	15
	Dundee
	0.0
	0.0
	513.4
	1186.8

	16
	Enfield
	0.0
	383.0
	0.0
	445.7

	17
	Harrow
	0.0
	752.0
	14.4
	259.2

	18
	London E
	11.0
	463.0
	109.0
	218.0

	19
	Wigan
	0.0
	0.0
	0.0
	0.0

	20
	Romford
	0.0
	313.9
	201.5
	649.7

	21
	Medway
	0.0
	528.3
	228.8
	875.7

	22
	Bradford
	126.0
	37.2
	38.6
	39.2

	23
	Kilmarnock
	0.0
	0.0
	1730.5
	1498.7

	24
	Blackburn
	0.0
	0.0
	0.0
	0.0

	25
	Hereford
	0.0
	962.9
	0.0
	2164.8

	26
	Perth
	0.0
	0.0
	873.8
	1976.1

	27
	TunbridgeWells
	0.0
	1006.1
	0.0
	736.2

	28
	Guildford
	0.0
	375.8
	39.6
	183.9

	29
	Ilford
	0.0
	547.8
	0.0
	556.0

	30
	Worcester
	0.0
	666.7
	0.0
	2005.4

	31
	Oxford
	0.0
	0.0
	0.0
	0.0

	32
	Luton
	0.0
	454.8
	154.8
	325.2

	33
	Sutton
	0.0
	1273.9
	0.0
	1031.9

	34
	Falkirk
	0.0
	0.0
	256.6
	1139.3

	35
	Paisley
	0.0
	0.0
	892.4
	1938.8

	36
	Truro
	0.0
	305.8
	302.8
	1217.2

	37
	Torquay
	0.0
	1162.7
	0.0
	677.7

	38
	Bromley
	0.0
	746.4
	201.2
	218.1

	39
	Exeter
	0.0
	699.0
	0.0
	829.6

	40
	Inverness
	0.0
	0.0
	587.2
	1519.2

	41
	London W
	0.0
	1064.7
	0.0
	464.1

	42
	Cardiff
	0.0
	491.0
	310.6
	598.9

	43
	Bournemouth
	0.0
	122.1
	215.0
	424.5

	44
	Dorchester
	0.0
	16.6
	1032.2
	1507.0

	45
	Swindon
	0.0
	1139.6
	281.2
	441.0

	46
	Reading
	0.0
	584.0
	166.0
	604.0

	47
	Harrogate
	920.7
	742.5
	729.3
	0.0

	48
	Swansea 
	0.0
	150.9
	178.4
	766.4

	49
	London N
	0.0
	1069.1
	524.9
	899.6

	50
	Wolverhampton
	0.0
	808.5
	179.9
	110.8

	51
	York
	293.8
	391.7
	420.2
	1489.2

	52
	Manchester
	29.4
	204.8
	241.9
	459.5

	53
	Kirkcaldy
	0.0
	209.4
	830.6
	464.1

	54
	St Albans
	0.0
	999.4
	184.3
	535.7

	55
	Ipswich
	0.0
	388.5
	214.5
	487.5

	56
	Southend-on-Sea
	0.0
	632.5
	267.1
	801.4

	57
	Warrington
	132.4
	125.6
	320.8
	14.6

	58
	Coventry
	89.3
	625.0
	275.3
	407.3

	59
	Bristol
	0.0
	355.5
	283.4
	600.2

	60
	Croydon
	0.0
	650.0
	278.0
	460.0

	61
	Glasgow
	0.0
	472.8
	1547.3
	534.2

	62
	Canterbury
	0.0
	698.3
	137.9
	601.2

	63
	Kingston/Thames
	0.0
	408.5
	99.4
	339.5

	64
	Wakefield
	169.0
	74.0
	103.0
	31.0

	65
	Sunderland
	290.3
	141.6
	329.2
	54.3

	66
	Colchester
	0.0
	442.8
	222.7
	820.1

	67
	Northampton
	118.4
	564.0
	169.2
	964.4

	68
	Darlington
	1045.6
	0.0
	483.6
	191.5

	69
	Gloucester
	0.0
	374.2
	128.7
	687.1

	70
	Portsmouth
	0.0
	643.6
	612.4
	968.8

	71
	Bolton
	207.5
	92.0
	516.4
	285.5

	72
	Slough
	0.0
	163.8
	91.6
	223.4

	73
	Liverpool
	0.0
	278.8
	346.8
	247.5

	74
	Shrewsbury
	425.3
	898.4
	0.0
	568.5

	Moderately concentrated 75
	Edinburgh
	0.0
	1128.0
	726.0
	858.0

	76
	Dudley
	0.0
	706.6
	728.6
	242.9

	77
	Halifax
	0.0
	0.0
	0.0
	0.0

	78
	Lancaster
	77.0
	54.0
	164.0
	60.5

	79
	Motherwell
	0.0
	397.5
	1234.9
	535.3

	80
	Taunton
	0.0
	945.4
	471.1
	218.4

	81
	Derby 
	161.3
	457.9
	187.2
	175.7

	82
	Aberdeen
	528.2
	1215.5
	1187.8
	886.1

	83
	Walsall
	0.0
	403.7
	363.5
	779.5

	84
	Carlisle
	405.1
	0.0
	527.5
	1219.6

	85
	Chester
	0.0
	167.2
	126.0
	205.8

	86
	Crewe
	396.6
	1054.2
	918.7
	557.2

	87
	Norwich
	0.0
	483.4
	271.4
	538.5

	88
	Birmingham
	64.8
	826.2
	712.8
	460.1

	89
	Cleveland
	484.1
	652.1
	1235.0
	271.7

	90
	Leeds
	606.1
	376.7
	500.8
	227.0

	91
	Bath
	0.0
	768.0
	245.8
	1029.1

	92
	Dartford
	76.3
	795.0
	632.8
	562.9

	93
	Plymouth
	0.0
	610.4
	436.0
	1042.0

	94
	Newcastle/Tyne
	291.8
	410.4
	1208.4
	351.1

	95
	Doncaster
	130.4
	78.4
	212.0
	156.8

	96
	Newport
	0.0
	199.7
	217.1
	343.0

	97
	Durham
	0.0
	664.2
	426.6
	135.0

	98
	London NW
	0.0
	813.3
	345.4
	461.6

	99
	Hull
	584.8
	399.0
	801.5
	337.1

	100
	Llandudno
	0.0
	337.0
	326.6
	413.9

	101
	Stockport
	243.2
	427.5
	110.2
	444.6

	102
	Blackpool
	647.7
	424.1
	116.5
	820.2

	103
	Stoke-on-Trent
	108.0
	214.6
	175.2
	348.9

	104
	Telford
	367.2
	495.9
	528.8
	457.6

	105
	Preston
	318.4
	295.8
	241.9
	342.8

	106
	Perth
	114.4
	291.2
	166.4
	545.0

	107
	Lincoln
	256.7
	217.6
	277.1
	372.3

	108
	Leicester
	89.3
	452.0
	292.0
	290.2

	109
	Nottingham
	339.7
	335.2
	446.2
	273.1

	110
	Sheffield
	307.8
	265.7
	215.5
	254.3


Number of effective competitors lost under each merger proposal

Ranked by descending order of pre merger HHI score

	
	
	Morrisons
	Sainsburys
	Asda
	Tesco

	Highly concentrated
	Uxbridge
	0.00
	0.00
	0.00
	0.00

	
	London SW
	0.00
	-0.62
	-0.13
	-0.05

	
	Milton Keynes
	0.00
	-0.22
	0.00
	-0.40

	
	Cambridge
	0.00
	0.00
	0.00
	0.00

	
	Twickenham
	0.00
	-0.09
	0.00
	-0.17

	
	Dumfries
	0.00
	0.00
	0.00
	-1.17

	
	Salisbury
	0.00
	-0.05
	0.00
	-0.31

	
	Stevenage
	0.00
	-0.36
	0.00
	-0.38

	
	Watford
	0.00
	-0.10
	-0.09
	-0.22

	
	Redhill
	0.00
	-0.65
	0.00
	-0.57

	
	London SE
	0.00
	-1.21
	-0.19
	-0.64

	
	Hemel Hempstead
	0.00
	-0.28
	-0.09
	-0.54

	
	Chelmsford
	0.00
	-0.26
	-0.07
	-0.38

	
	Belfast
	0.00
	-0.60
	0.00
	-1.17

	
	Dundee
	0.00
	0.00
	-0.53
	-1.01

	
	Enfield
	0.00
	-0.42
	0.00
	-0.47

	
	Harrow
	0.00
	-0.73
	-0.02
	-0.29

	
	London E
	-0.01
	-0.50
	-0.13
	-0.25

	
	Wigan
	0.00
	0.00
	0.00
	0.00

	
	Romford
	0.00
	-0.37
	-0.25
	-0.69

	
	Medway
	0.00
	-0.62
	-0.30
	-0.93

	
	Bradford
	-0.17
	-0.05
	-0.06
	-0.06

	
	Kilmarnock
	0.00
	0.00
	-1.52
	-1.39

	
	Blackburn
	0.00
	0.00
	0.00
	0.00

	
	Hereford
	0.00
	-1.04
	0.00
	-1.75

	
	Perth
	0.00
	0.00
	-0.97
	-1.67

	
	TunbridgeWells
	0.00
	-1.12
	0.00
	-0.89

	
	Guildford
	0.00
	-0.52
	-0.06
	-0.27

	
	Ilford
	0.00
	-0.72
	0.00
	-0.73

	
	Worcester
	0.00
	-0.87
	0.00
	-1.83

	
	Oxford
	0.00
	0.00
	0.00
	0.00

	
	Luton
	0.00
	-0.65
	-0.25
	-0.49

	
	Sutton
	0.00
	-1.46
	0.00
	-1.27

	
	Falkirk
	0.00
	0.00
	-0.42
	-1.39

	
	Paisley
	0.00
	0.00
	-1.22
	-1.99

	
	Truro
	0.00
	-0.51
	-0.51
	-1.52

	
	Torquay
	0.00
	-1.48
	0.00
	-1.01

	
	Bromley
	0.00
	-1.09
	-0.36
	-0.39

	
	Exeter
	0.00
	-1.09
	0.00
	-1.23

	
	Inverness
	0.00
	0.00
	-0.96
	-1.86

	
	London W
	0.00
	-1.52
	0.00
	-0.82

	
	Cardiff
	0.00
	-0.86
	-0.58
	-1.01

	
	Bournemouth
	0.00
	-0.25
	-0.42
	-0.76

	
	Dorchester
	0.00
	-0.04
	-1.51
	-1.91

	
	Swindon
	0.00
	-1.63
	-0.55
	-0.80

	
	Reading
	0.00
	-1.01
	-0.34
	-1.03

	
	Harrogate
	-1.43
	-1.23
	-1.21
	0.00

	
	Swansea 
	0.00
	-0.32
	-0.37
	-1.26

	
	London N
	0.00
	-1.62
	-0.96
	-1.44

	
	Wolverhampton
	0.00
	-1.34
	-0.38
	-0.24

	
	York
	-0.59
	-0.76
	-0.81
	-2.00

	
	Manchester
	-0.07
	-0.43
	-0.50
	-0.87

	
	Kirkcaldy
	0.00
	-0.44
	-1.38
	-0.88

	
	St Albans
	0.00
	-1.58
	-0.40
	-1.00

	
	Ipswich
	0.00
	-0.77
	-0.46
	-0.93

	
	Southend-on-Sea
	0.00
	-1.15
	-0.56
	-1.37

	
	Warrington
	-0.30
	-0.28
	-0.66
	-0.03

	
	Coventry
	-0.21
	-1.18
	-0.60
	-0.84

	
	Bristol
	0.00
	-0.75
	-0.62
	-1.15

	
	Croydon
	0.00
	-1.25
	-0.62
	-0.95

	
	Glasgow
	0.00
	-1.00
	-2.27
	-1.10

	
	Canterbury
	0.00
	-1.36
	-0.34
	-1.21

	
	Kingston/Thames
	0.00
	-0.90
	-0.25
	-0.77

	
	Wakefield
	-0.42
	-0.19
	-0.27
	-0.08

	
	Sunderland
	-0.70
	-0.37
	-0.78
	-0.15

	
	Colchester
	0.00
	-1.00
	-0.56
	-1.60

	
	Northampton
	-0.31
	-1.22
	-0.43
	-1.79

	
	Darlington
	-1.89
	0.00
	-1.08
	-0.49

	
	Gloucester
	0.00
	-0.88
	-0.34
	-1.42

	
	Portsmouth
	0.00
	-1.40
	-1.35
	-1.86

	
	Bolton
	-0.56
	-0.26
	-1.21
	-0.74

	
	Slough
	0.00
	-0.45
	-0.26
	-0.60

	
	Liverpool
	0.00
	-0.74
	-0.89
	-0.67

	
	Shrewsbury
	-1.06
	-1.84
	0.00
	-1.33

	Moderately concentrated
	Edinburgh
	0.00
	-2.16
	-1.61
	-1.81

	
	Dudley
	0.00
	-1.58
	-1.62
	-0.67

	
	Halifax
	0.00
	0.00
	0.00
	0.00

	
	Lancaster
	-0.23
	-0.17
	-0.47
	-0.18

	
	Motherwell
	0.00
	-1.03
	-2.31
	-1.30

	
	Taunton
	0.00
	-1.97
	-1.19
	-0.62

	
	Derby 
	-0.47
	-1.16
	-0.54
	-0.51

	
	Aberdeen
	-1.31
	-2.32
	-2.29
	-1.90

	
	Walsall
	0.00
	-1.06
	-0.97
	-1.74

	
	Carlisle
	-1.10
	0.00
	-1.35
	-2.39

	
	Chester
	0.00
	-0.51
	-0.39
	-0.62

	
	Crewe
	-1.09
	-2.20
	-2.02
	-1.42

	
	Norwich
	0.00
	-1.29
	-0.80
	-1.40

	
	Birmingham
	-0.21
	-1.92
	-1.73
	-1.25

	
	Cleveland
	-1.32
	-1.65
	-2.50
	-0.82

	
	Leeds
	-1.57
	-1.08
	-1.36
	-0.70

	
	Bath
	0.00
	-1.89
	-0.77
	-2.29

	
	Dartford
	-0.26
	-1.94
	-1.65
	-1.51

	
	Plymouth
	0.00
	-1.62
	-1.25
	-2.32

	
	Newcastle/Tyne
	-0.97
	-1.28
	-2.69
	-1.13

	
	Doncaster
	-0.48
	-0.30
	-0.75
	-0.57

	
	Newport
	0.00
	-0.71
	-0.77
	-1.13

	
	Durham
	0.00
	-1.89
	-1.36
	-0.50

	
	London NW
	0.00
	-2.18
	-1.15
	-1.45

	
	Hull
	-1.74
	-1.30
	-2.17
	-1.14

	
	Llandudno
	0.00
	-1.16
	-1.13
	-1.37

	
	Stockport
	-0.89
	-1.42
	-0.44
	-1.46

	
	Blackpool
	-2.00
	-1.46
	-0.48
	-2.34

	
	Stoke-on-Trent
	-0.45
	-0.85
	-0.71
	-1.28

	
	Telford
	-1.34
	-1.70
	-1.78
	-1.60

	
	Preston
	-1.29
	-1.22
	-1.03
	-1.37

	
	Perth
	-0.53
	-1.21
	-0.74
	-1.97

	
	Lincoln
	-1.09
	-0.95
	-1.16
	-1.48

	
	Leicester
	-0.44
	-1.78
	-1.26
	-1.25

	
	Nottingham
	-1.58
	-1.56
	-1.94
	-1.32

	
	Sheffield
	-1.49
	-1.32
	-1.10
	-1.27

	Number of times as greatest loss of competitors
	
	6
	31
	15
	50

	 - in highly concentrated markets
	
	4
	21
	7
	36

	 - in moderately concentrated markets
	
	3
	10
	8
	14


Part II: The merger moves to the Competition Commission 
The Office of Fair Trading carried out its investigation of the four merger bids. It did not take any further action in the case of a bid by a financier because he had no position in supermarket retailing and there were thus deemed to be no competition issues present to assess. In the case of Tesco, Asda and Sainsburys the OFT referred the mergers to the Competition Grounds because of concerns about both national and local market competition. In its 2000 report there was concern in the findings about how the local/national competition interface worked. The Morrisons bid was also referred, to the surprise of many, on the grounds of possible problems in the local markets where they had a strong position. 

The Competition Commission was thus faced with a practical and analytical problem. Firstly, there was the practical problem about how it would analyse four different merger bids for one company at the same time. This may seem a minor point, but technically the Competition Commission had to deal with each case individually and separately from each other. Secondly, the analytical process for dealing with each merger was complicated by an identification of a counterfactual. All merger cases require a counterfactual case by which to judge the proposed merger. For some, the counterfactual is that the firm carries on as before. In other cases the counterfactual is that the firm will exit the market (common in the case of failing firm defences). In this case defining the counterfactual was particularly complex. It became a multi-level problem. The first counterfactual was Safeway carrying on as normal and presumably gradually declining. The second counterfactual was Safeway getting an injection of new management and becoming better at their job (the Philip Green Scenario). In reality there were two more counterfactuals and that was each merger testing against the resulting distribution of market power and each merger being tested against all other mergers. These two options were combined into a form of ‘beauty parade’ scenario in which each merger could be tested against other possibilities to see what sort of rank order of effects on competition could be arrived at. 
The beauty parade scenario underpinned much of the thinking about how to judge the mergers. The great problem that might have arisen in a series of parallel investigations was a failure to see the overall market. The ‘not seeing the wood for the trees’ problem is not an uncommon one. The ability to take an overview of the market is the raison d’etre of the complex monopoly investigation. In merger cases the overview is only the starting point from which a particular merger is judged. In this case there was the danger that parallel investigations would lead to divergences in analysis and approach between technically what should have been four different teams and panels. This was avoided with the agreement of the parties by bringing all the merger investigations under one roof and having one panel review all four merger proposals. 
The reviewing of all deals under one roof was an important step as it allowed a consistency of analysis to be carried out. However, it posed a problem for the merger review process as there was a risk that the panel would end up revisiting the complex monopoly review. This is a problem analytically in a number of key areas: complex monopoly overviews are not generally good at dealing with deals – they are macro pictures and involve a different mind-set to a merger deal. Mergers are judged on the basis of whether they will or will not significantly lessen competition in the market. The test is quite specific to a merger – will it restrict the market. The threshold is thus quite low. However, for complex monopoly cases the test is a fairly old public interest one – is the situation working in favour of the players in the market at the expense of the public interest. This is a considerably more vague test. 

In referral based systems like the UK the referring body sets the terms of reference of the reviewing body. In this case the OFT sets the terms of reference for the Competition Commission (CC). The first stage for the CC is to review the referral evidence. 

In analytical terms there if the initial evidence at the OFT sets out the bigger picture, then the basis for referral provides a useful check against initial thinking and a series of questions that prompt further analysis. In this case the basis for referral raised a series of quite challenging problems that allowed a closer analysis of specific elements of the market. 

Consumers’ Association views on the proposed acquisition of Safeway by various bidders

Comments

1. We are pleased to be able to follow up our comments to the Office of Fair Trading on the various proposed bids for Safeway by other supermarkets, with evidence to the Competition Commission. We will base our comments around an analysis initially of the OFT advice on Morrisons bid for Safeway and then use our learning from that process to identify what we think are the important metrics by which we think these various bids should be judged. 

2. We have chosen this approach because the decision to refer the bid by Morrisons surprised us a good deal. While we share the belief of the OFT that the bids by Tesco, Asda and Sainsburys deserved referral we did not share this belief in the case of Morrisons. We thus think it instructive to take a closer look at this particular reasoning to discover if there are any points of analysis that we missed in our own work on the various bids. 

Part I: Consumers’ Association views on the OFTs referral documents on the Proposed acquisition by Wm Morrison Supermarkets PLC of Safeway plc 

Geographic market for one-stop shopping

8. There are both national and local elements to competition among major grocery retailers with inherent links between the two levels. The major grocery retailers undertake much of their procurement and set many of their competitive strategies (e.g., core product ranges, some or all prices, branding and advertising) at national level. These strategies then influence the way they compete locally. At a local level, however, stores appear to tailor their offerings in response to demographic and other factors, including local variations in opening hours, ranges, or promotional offers. In turn, performance at local level influences both their national procurement position and central decision-making on overall competitive strategies.

Comment

3. We agree that the relationship between local and national competition in the supermarket sector is key. In the case of analysing these mergers we think that the key element of the interaction is the manner of multi-market contact on an aggregate level. The hypothesis is that the national strategy operated by any supermarket is related to the degree of competitive constraint found in its local markets. 

4. In essence this is a variation on the marginal consumer argument – that competition will drive prices down to the price that the marginal consumer will pay. In national markets, or markets with single interactions between firms, then one would expect the marginal consumer to drive prices down for all consumer. Of course this process can not operate in markets with significant price discrimination (or price flexing), bundling, heterogeneous products or information asymmetries. It is interesting to note the degree to which supermarket competition displays any of these constraining factors. 

5. The identification of where this marginal consumer is found can, however, vary. Here a number of hypotheses can be run. Firstly, that the marginal consumer is the consumer in the market in which the supermarket has its fiercest competition. Because of the need to attract that marginal consumer the supermarket will essentially price to that consumer. Of course this can only occur when supermarkets operate a national pricing policy. In such a case one would assume that all consumers in markets outside of the most fiercely competitive one, would benefit from the need to compete for that marginal consumer. 

6. Secondly, one could assume that the marginal consumer is less an individual in the single fiercely fought over market and more a number of consumers in markets that can be contested by supermarkets. The number of marginal consumers is thus a function of the number of markets in which the supermarket is severely constrained by other competitors; the more markets where competition is fierce the less room for manoeuvre the retailer has in setting prices (and thus extracting higher margins). In a sense the marginal consumer becomes an aggregate figure based on a mid point in the sub-set of markets where competition is most fierce. This mid point then drives the price offered in all other stores. The price is not set at the lowest point possible, but more at the point at which competition is moderately fierce.

7. Thirdly, one can argue that the effect of the marginal consumer is in fact a function of all multi-market contact between supermarket retailers. In this hypothesis the consumer driving the national price is very much an aggregate one. It is likely in such a model that prices are driven primarily by a complex assessment of the pricing strategies of rivals. 

8. In the supermarket context it is likely that we could actually see different marginal consumers driving each firms’ strategy. It is more likely that the smaller chains would be more likely to price to the marginal consumer, simply because they are likely to be in a relatively weak position in more significant numbers of markets. Larger players are more likely to price either to local rivals, or as a means of hitting the mid-point marginal consumer. Such a model is thus consistent with both national pricing policies and flexible pricing policies operating in the sector alongside each other. 

National competition

16. There are a number of reasons in the present case why the HHI might overstate the strength of the merged entity's future competitive position at national level: 

The numbers equivalent HHI for the sector would fall from [see note 3] to [see note 3] as a result of the merger, indicating that the merger would result in the loss of less than [0.5] [see note 2] of a player.6 

 It could be suggested that, because Morrison only has a significant presence in northern England, the merger does not imply a substantial reduction in the number of national players.
Comment

9. The argument why this merger will not have a significant impact on competition does not just rest on the issues raised above. The peculiar aspect of this merger is that it is one which involves the smaller, more aggressive, competitor taking over the larger and less aggressive competitor. The overall strategy is thus more likely to be one of changing the non-aggressive price competitor into an aggressive one than vice versa. 

17. However, there are a number of factors that point in the opposite direction, or that imply that the loss of Safeway as an independent competitor may substantially lessen competitive constraints across the sector as a whole:

High barriers to entry exist at a national level, implying that competitive entry to challenge the existing players seems unlikely.

Notwithstanding the CC's view on the broad competitiveness of the sector, the CC also stated that "further concentration could weaken competition and may result in a return to the higher levels of profitability".

Both parties feature in national pricing and performance benchmarks of other major supermarkets, so in future such retailers may benchmark themselves against one less competitor.

Comment

10. We think that these negative countervailing factors in this merger case are overstated. The existence of barriers to entry in the sector are important, but that is precisely the reason why a largely pro-competition merger should not have been referred to the Competition Commission. The argument about further concentration is overstated in this case. The accrual of market power is minor on both a national and local market basis and easily dealt with by targeted divestment .As to the benchmarking argument we think that it is a statement of the obvious that losing a firm would reduce the number of firms to benchmark against. However, this is not the water industry, where such a factor may be particularly important. The merger of Morrisons and Safeway would indeed remove a firm, but the least price competitive and aggressive firm in the market. If the competitors price their goods against a basket provided by competitors, then the removal of the highest price competitor will bring the average price down. This is not a bad thing in competition terms, it is a good thing. It is thus not a countervailing factor to justify a referral.

Local competition

18. In assessing whether there is a significant prospect that the merger may be expected to lessen competition substantially at a local level, we have considered whether Morrison and Safeway compete with each other locally and, if so, whether there will be sufficient post-merger constraints in individual areas to discipline their competitive behaviour.

19. We invited the parties and a number of competitors with relevant stores (those above 15,000 square feet) to provide information on their recent experiences of opening new stores in competition to the major supermarkets and their responses to the opening of relevant stores in competition with their own. This case study information tended to show a variety of competitive responses taken at the local level to perceived increases in local competition. It is clear that the competitive responses can include a wide range of factors including: pricing and promotional offers; changes to product range; improvements in stock availability and quality; and increased service levels. Our investigation showed that Morrison does have regard to Safeway's competitive position in setting its own local strategies.

Comment

11. It is interesting to note the focus of the OFT on the post-merger constraints on Morrisons/Safeway. It is also interesting to note that the analysis has not looked at how the firms currently behave. If Morrisons currently operate a national pricing policy and are aggressive price competitors, but have very high market shares in specific locations, what constraint is there post merger that is less than it is pre merger that would trigger a possible change in behaviour. If such a constraint exists it must be related to the accrual of market power. Such an accrual of market power creates a fourth biggest player with national coverage. It is rare in markets that do not display tacit collusion for any creation of a fourth competitor for constraints to suddenly loosen on that player. The OFT should have looked for evidence that post-merger constraints would have been less than pre-merger constraints. Absent a collusive (either tacit or overt) oligopoly it is difficult to see how such constraints could have been found.

12. We are also a little concerned at the vague nature of the argument about Morrisons having regard to the strategy of Safeway. This strikes us as a statement of the obvious. We would be absolutely amazed if a firm entering a local market, or indeed operating in one already, did not have some ‘regard’ to the activities of its competitors. But there is a huge difference between having regard to ones competitors and seeing such activities either as irrelevant to or as a constraint on strategy. If the OFT used the metric of a firm having ‘regard’ for its rivals as a means of referring mergers, it would simply refer every single one that came across its threshold. 

23. To undertake this detailed local area analysis, the parties have identified [more than 50] [see note 2] overlap areas basing their methodology on the CC's approach to isochrone analysis. [see note 4] Isochrones are, however, highly sensitive to the assumptions, data sets and methodologies used and the boundaries of the local areas are very difficult to identify precisely. There has been considerable variation in the approaches of the potential bidders for Safeway in this regard. For example, the road speeds assumed by the parties in this case are generally slower than those used by the other bidders for Safeway [see note 5]. This is not to say that the Morrison-Safeway approach is wrong but rather that different assumptions would produce different results. For example, seeking to allow for the lower drive speeds by increasing the isochrones from 10 to 15 minutes in urban areas and 15 to 20 in rural, produces [more than 70] [see note 2] overlap areas [see note 6]. This is a very large number of overlaps given that Morrison's entire estate consists of 119 supermarkets.

Comment

13. We find this element of the OFT analysis troubling. There are a number of problems with this element of the analysis. Firstly, in almost every merger case that the OFT has dealt with merging parties have used slightly different methodologies. While it is true that this particular series of mergers is complex it is not abnormal for different methodologies and market definitions to be  presented by merging parties and third party competitors. Secondly, it is certainly true that different assumption produce different results. But given that the CC have already provided guidance here, which is not true in many other markets, to ask the OFT to choose one above another is not unreasonable. Thirdly, most worryingly the OFT have chosen to compare the potential 70 divestments that the Morrison deal would require – in a ‘worst case’ scenario to the 119 existing stores they have and claim this is a very large number of overlaps. If this sort of reasoning was followed in any future case any merger involving a smaller player taking over a larger one would be referred irrespective of the competitive merits. It is difficult to think of a merger involving a small firm, involving divestments, that would not look large when viewed in relation to the pre-merger acquirer. 

14. This sort of comparison simply involves looking at the merger through the wrong end of the analytical binoculars. The merged entity will create a firm with 598 stores. Surely it must be this figure which is used when assessing the relative size of the divestment. A merger that requires a divestment of 70 overlap stores (as a worst possible case scenario) out of 598 in total is not a large divestment. Arguing that a divestment of under 12 per cent of stores is significant is troubling, given the importance of defining significance in coming cases. If a divestment of 12 per cent is significant then we expect the OFT to have to refer almost every case that comes before it. 

Rivalry-enhancing efficiencies

25. In reaching a view on whether there would be a substantial lessening of competition as a result of the merger, one must take account of efficiency gains that might enhance rivalry. To be taken into account, the claimed efficiencies must be demonstrable, merger-specific and likely to be passed on to consumers.

26. In arguing that the merged entity would be a more effective competitor than Safeway and thus enhance rivalry in one-stop grocery retailing, the parties have stated that large savings and synergies totalling [see note 3] will result from the merger. Our focus in considering such efficiency claims is on the expected variable cost savings because these are the most likely to influence prices. Of the claimed [see note 3] cost savings, fixed cost savings make up a significant part. It is worth noting here that the CC found limited evidence of significant economies of scale, which raises questions about the likely magnitude of the claimed fixed cost savings.14 For these reasons, we have discounted these fixed cost savings from our efficiency analysis. Of the remaining costs, it is unclear to what extent these savings are merger-specific. The procurement synergies (of around [see note 3]) are those most likely to be relevant. These total less than [see note 3] of the combined historic cost of sales of Morrison and Safeway.

Comment

15. The section of the opinion on efficiencies seems rather strange in its approach. The benefits of the merger are not simply a matter of efficiency enhancements. For consumers the likely benefits of the proposed merger rest primarily on the replacement of a high price, non-aggressive competitor with a low-price, aggressive price competitor. Simply replacing the Safeway prices and pricing strategy with the Morrisons one presents an obvious and large consumer gain. Of course, there is a possibility that Morrisons would choose not to do this, but we have seen no evidence that this is the case, nor can we imagine a scenario in which this option is at all realistic. 

16. We again find the approach of the OFT strange. We find it very difficult to think of an approach that judges this merger to be significantly anti-competitive. The OFT analysis has failed to produce such a case, despite stating one. The existence of the merger efficiencies are thus only relevant if the case produces significant competition problems. As even the OFT appears to think that national competition is not harmed by this merger we fail to understand how any merger efficiencies can be discounted. We would assume that the analysis of merger efficiencies centres on the overall impact of the merger. If the merger is significantly anti-competitive in all markets then merger efficiencies may be useful as a counter-weight to reassess the potential impact of the merger. In markets where the merger is either not anti-competitive or its impact is marginally significant (which is the most the OFT appear to claim) then merger efficiencies are not a balancing factor to consider clearance; they are simply part of the countervailing factors in the analysis of the merger case. If this is not the case then efficiency analysis becomes a tick-box procedure and is of little use in merger analysis. 

17. Given that the merger is only significantly anti-competitive in a marginal manner, using the OFTs approach, which we do not support, the issue about efficiency savings should surely be closely tied to the likelihood that any efficiency gains, no matter how small, will be passed on to consumers (or a fair share thereof).  If a merger is marginally anti-competitive we need to see how likely such a pass through is. We can see absolutely no evidence that this pass through would not occur. We must remember that this is a merger involving the creation of a fourth national player; it is not about a dominant player entrenching their power, nor is it a merger in a market where significant competition problems have been identified. 

Buyer power

30. …While Safeway is a signatory to the Code, Morrison is not. Following this merger Morrison would be required to subscribe to the Code – and has indicated a willingness to do so – and, therefore, a greater number of retailer-supplier relationships would be brought within the Code.

Comment

18. We would simply point out that the OFT itself pointed out in its second paragraph that Morrisons was not asked to sign the Code of Conduct, and a significant part of its business is actually vertically integrated. Without such a caveat in this paragraph it reads like a criticism of Morrisons dealings with suppliers. 

31. The complex interaction of local and national competition issues is difficult to assess. On balance, however, there are reasonable grounds for believing that there is a significant prospect that this merger may be expected to result in a substantial lessening of competition. At the local level, the merger would appear likely to reduce competition substantially in certain areas of the UK. Identifying across which of the overlap areas the merger is likely to substantially lessen competition is complex. The areas at issue would appear to comprise at least those local overlap areas in which post-merger the number of other one-stop grocery retail fascia is less than three. The total number of areas at issue may well be significantly greater. Determining this will depend on a detailed assessment of each local area (up to [more than 70] [see note 2]) in which a Morrison and Safeway store overlap. Turning to the national picture, we believe that it is unlikely that the merger would have significant detrimental effects over and above the effects we have identified at a local level.

Comment

19. We find the basis for this referral peculiar to say the least. We fully understand the process, however, in a merger case where national competition is not likely to be affected and where the overlap issues are so minor, a maximum of 70 stores out of 598, we find it very strange that a referral can be made. In a case with such a minor potential negative impact the OFT must do all it can to find a means to accept divestments in lieu of a referral. Stating that a market is too complex to allow this may work in markets where no regulator has looked at it for some time, and indeed for markets where significant competition problems occur. However, such problems do not exist in this market. 

Customer benefits

32. Having formed a belief that this merger raises a significant prospect that it may create a substantial lessening of competition at the local level, we have considered whether the  merger will deliver sufficient customer benefits to outweigh this finding. Any such benefits must be merger-specific, clear and quantifiable.

33. It has been argued by the parties that the proposed merger will result in customer  benefits through the greater cost and price competitiveness the merged firm might bring. As discussed above, this analysis focuses on efficiencies gained in variable costs in assessing what could be passed onto consumers. The procurement synergies of less than [see note 3] of the combined historic sales of Morrison and Safeway appear the most relevant in assessing this.

Comment

20. We do not think that the price competitiveness issue rests solely on efficiency gains. Simply replacing Safeway prices with Morrisons prices is the most likely and immediate positive impact of the proposed merger and one that is not too difficult to assess. The benefits of this for consumers is totally unrelated to efficiency gains specific to the merger. 

34. In considering customer benefits, however, a number of points seem to us particularly important:

Morrison has claimed it will lower prices in Safeway stores to its own levels. Price  comparisons are not however a reliable indicator of underlying competitiveness, especially in a business in which non-price factors are important. Moreover, it is difficult to interpret any differences in prices because of the heterogeneous nature of the market. Measures are generally based on a basket of goods and comparisons can vary significantly depending on the size of the basket and the goods selected.

It is not clear to what extent any price reductions would be merger-specific. The CC, for example, found that Safeway prices were varied "where it faced a strong competitive threat, such as from Asda or Morrison". 

Comment

21. We find this section of the analysis unconvincing. We find it difficult to fathom why having an aggressive price competitor with lower prices impose its strategy on a larger competitor that is less price competitive and less aggressive on pricing is not good for consumers. This is not an argument about comparison baskets, nor efficiencies – it is simply about prices. We recognise that different baskets can produce different results. However, we have yet to see a recognised one that shows Safeway to be cheaper than Morrisons. If the OFT does not wish to use basket comparisons we would be very interested to see the range of different price comparisons they were offered and used to come to the conclusion that apparently no guide could be given by them. This appears to run counter to the work of the CC who obviously found some evidence on pricing to enable them to talk about Asda and Morrisons as low price aggressive competitors. Indeed we note from the last line of this paragraph that the OFT accept that Morrisons and Asda are cheaper than Safeway.

22. We find the argument about price benefits not being merger specific peculiar. If we accept that Morrisons or Asda constrain Safeway prices in overlap areas then we must accept that they are lower priced. If the OFT accepts that Morrisons has lower prices and lowers Safeway prices in overlap markets, then it must accept that widening this impact would lower Safeways prices (subject to wider market constraints). As the OFT on its worst case scenario recognises overlap in only 70 markets, out of a possible 598, then it is inconceivable that having Morrisons take over Safeway can be perceived as not being a merger specific price benefit. Widening the positive impact on Safeway prices (by imposing them) of Morrisons prices from 70 markets to an additional 418 stores is a pretty descent approximation of a merger specific benefit for consumers. We are not sure how such a clear merger specific benefit can not have been taken into account in this analysis. Even if the merger is judged to be a significant reduction in competition, it is apparent that the OFT have accepted that Morrisons disciplines Safeway prices where it can. Unless the OFT have clear evidence that the merged company would increase its prices, the simple extension of Morrisons prices to all Safeway stores creates a significant merger-specific benefit. 

23. The significance of the merger specific benefits – basically extending Morrisons prices from 70 Safeway stores (assuming a total overlap/constraint correlation) to 478 stores must surely have been a major balancing factor compared to the significant possible reduction in competition in 70 overlap areas. 

35. Given the change from 5 to 4 nationally, it is not clear that we should assume that current pricing models would continue to apply, e.g., is it right to assume that Morrison would retain national pricing in the face of differential increments to its position locally or regionally?


Comment

24. It may well be not entirely clear that existing pricing policies would apply. However, we have seen no evidence in the OFT analysis to suggest that this would not be the case. Again, this merger is not about a significant increase in market power for an already major player in the market; it is not about a merger in a market with significant competition problems. It is also interesting to note that the OFT refers to moving from 5 to 4 nationally. In fact on a numbers equivalent basis, a measure the OFT used in its own work, we will, depending on the data set, be moving from 7.1 to 6.5 (a reduction of less than one) national competitors. Even if we simply focus on the big five retailers – who are really a big four plus a small regional player, we will be moving from 4.1 to 3.8 national competitors. It is difficult to see how on a national basis this can be significant.

36. Overall, the customer benefits do not appear to be sufficiently clear to outweigh the substantial lessening of competition identified in this case.

Comment

25. We find it difficult to see how the OFT can come to this conclusion given the fact that it accepts that Morrisons has lower prices than Safeway (para 34b) and that it is likely that these prices would be run out from 70 Safeway stores to 478. This is both pretty clear and significant.

Undertakings in lieu

37. Morrison has indicated a willingness to offer divestment undertakings to address any competition concerns at the local level. In order to accept such undertakings, we consider that it is necessary as a general principle to be able to identify both a clear-cut  competition concern and a clear-cut remedy. These criteria are closely related in the present case and, for the reasons described below, we do not consider that either of these criteria is met here.

Comment

26. From our reading of the analysis the OFT did clearly identify the competition concern – competition in local markets, and a clear cut remedy is available in the form of divestments. The problem is not that the criteria were not met, but that the OFT were unable to choose the method by which the specific markets were capable of identification. This is not a matter of meeting criteria but of confidence in existing methodologies.  

39. While Morrison has indicated a willingness to consider divestments in any area of overlap, there is potential for consumer harm by accepting divestments in areas where none might be required, just as there is in being too narrow in our assessment of where any divestment should be made. Indeed, each of these local areas will be of considerable size in financial terms. 

Comment

27. We find this element of the OFT analysis especially troubling for this and future merger cases. It appears that the OFT are arguing that Morrisons gave them a ‘blank cheque’ for divestments. From our experience, this is rather unusual in large merger cases, where the process of divestment tends to involve some considerable negotiation. Despite offering the OFT a ‘blank cheque’ the OFT chose not to take it as they feared that taking a decision on divestments might harm competition. If Morrisons were offering to divest stores to guarantee a spread of facia and competition we find it hard to believe that this can be detrimental to competition. We also find it difficult to see how Morrisons, as a commercial company, can be stopped from offering ‘too much’ to get the deal through. The ‘too much’ is under 12 per cent of stores, so it is unlikely to be detrimental to the health of the overall deal. 

28. On a longer-term basis, we find it a worrying precedent to set. While we fully accept that mergers should be referred in markets where a significant competition problem can be found we also recognise that some mergers can be good for consumers. The idea that a merging party can be referred in part for offering the OFT unlimited power to demand divestments is extremely worrying. Again, we find it worrying on a long-term basis that a referral can occur both because too few divestments are offered, or because too many are offered. We are not sure how lawyers can advise merging parties effectively in such cases. Systemically this is a dangerous position for the OFT to have put itself in.

THIRD PARTY VIEWS AND PUBLIC INTEREST GROUNDS

40. Comments were received from a wide range of sources, including competitors, consumers' associations, consumers and suppliers. In general, there was concern about this proposed merger (both nationally and locally) and the reduction in choice for consumers. There was, however, some support for a stronger fourth player. Some suppliers were concerned about the impact of increased buyer power on their profitability and viability.

Comment

29. The OFT have quite rightly focused a lot of effort in encouraging public involvement in competition policy. Third party views have thus been encouraged and valued highly by the OFT. In this light we find this assessment of views puzzling. We know very well what position we took and must thus count ourselves as the ‘some support for a stronger fourth player.’ However, the vague outline of inputs and opinions and the lack of weight apparently given to them undermines the desire of the OFT to take third parties and consumers organisations seriously. If we are to simply see the inputs weighed into pro and anti camps irrespective of their analytical content then we wonder what the influence of third parties in the process really is, and indeed how seriously the OFT takes the views of others. If we are to be boiled down to a ‘some support’ category then perhaps we should simply revert to the tactics of others and send in letters expressing vague concerns or opposition to mergers on principal because we happen to dislike the companies or sector. If the OFT are to use third party views to receive ‘in general,…concern’ then one has to wonder what point there is in proper consultation. We would welcome some sign from the OFT that they take inputs to mergers seriously; that they differentiate between those based on analysis and those on prejudice or politicking, or indeed on non-competition issues, and that there is a benefit in making such interventions.  A more detailed outline of the positions taken by third parties and the weight of those views would be welcome. Perhaps a re-reading of the Tesco/T&S decision may provide a pointer in this regard.

CONCLUSION

41. The proposed merger between Safeway and Morrison qualifies for investigation on the assets test of the FTA. The interaction of local and national competition issues in onestop grocery retailing is complex. At the local level, the loss of competition between Morrison and Safeway in certain areas appears likely to be substantial.  At a national level, however, the merger seems unlikely to raise additional competition concerns over and above the effects at local level. On balance we believe that there are reasonable grounds for believing that there is a significant prospect that this merger may be expected to result in a substantial lessening of competition. The potential adverse effects we have identified do not appear certain to be outweighed by potential consumer benefits. Nor do we believe that undertakings in lieu of reference would be appropriate in this case because of the difficulties in identifying and addressing the local areas of concern, particularly given the potential number of these.

Comment

30. In our evidence to the OFT we saw no significant reduction in competition that was not capable of alleviation through divestment. We have seen nothing in the OFT analysis that changes this view. The arguments about the existence of a significant reduction of competition are weak. The inability to take into account countervailing factors in the analysis is extremely worrying. The creation of a new ‘catch-22’ test for merging parties – don’t give us too much or too little in divestments – is a longer term concern. The poor reporting, and apparent simple tallying up, of third party views without explanation, runs counter to the excellent work the OFT has been carrying out on better public involvement and brings into question the willingness of the OFT to engage more effectively with the wider public and consumers organisations. 

Part II: Key lessons from the OFT analysis

31. We have read and re-read the OFT analysis in all the supermarket bids for Safeway. While we disagree with the decision taken on Morrisons, we think that the process of analysis has focused thinking in a number of key areas. We think that these are:

· How do national and local competition interact and how can they be measured?

· What constraints will exist on each bidder post-merger?

· What is the balance of risks and benefits for consumers from each bid and how can these be measured?

How do national and local competition interact and how can they be measured?

32. The existence of national competition is only relevant in this market to the degree that it affects the local markets within which consumers shop. Of course, competition on a national basis matters for suppliers, but for our analysis we will focus on the demand side of the merger. 

33. The question raised by the OFT (following the Competition Commission) in their merger analysis as to whether ‘"adequate consumer choice" is a synonym for "sufficient competitive constraints"
 is an interesting one in this regard. In this regard it is interesting to ponder what adequate consumer choice may mean and the degree to which is offers a sufficient competitive constraint. In this regard we think that there are three main elements of the analysis, which we will address in turn:

· the number of facia available to consumers;

· the number of effective competitors;

· the margin of error.

The number of facia available to consumers

34. It is a truism to argue that the number of facia available to consumers indicates their available choice in terms of stores. It is certainly true that each fascia represents a different strategic approach of a firm, a different range of products, even a different retail ‘experience’. We are not entirely convinced that having a wide range of fascia is a necessary measure of consumer choice. It is certainly sufficient, but may not be a necessary pre-condition. In this regard we note the comments we made in our OFT evidence that it may not be necessary for specific fascia to be available to deliver ‘quality’ products, as existing players would be incentivised to offer ‘quality’ products if the market demanded it
. However, the Competition Commission has already identified a number of concerns about the possible creation of an ‘ineffective triopoly’ in supermarket retailing and there must be a concern about the creation of a situation where the number of fascia on offer to consumers drops below a certain level. 

35. The real problem is thus identifying the level at which consumers should expect to see a range of fascia. When does consumer choice become impaired – when three fascia are present, or less. In short when is consumer choice adequate? One approach is to look at each bid and identify the worst case scenario in terms of fascia loss and then decide a cut off point at which this damages consumer choice. This would then allow divestments to be demanded that guaranteed a minimum number of fascia for consumers. This then becomes a logistical exercise in designing a mechanism that allows those stores to be divested and done to in a manner that does not further restrict competition. Identifying divestments will, to some extent insulate the local markets from fascia loss.
The number of effective competitors
36. The analysis carried out by ourselves and the OFT focused on the number of effective competitors in the local marketplace. As the CC well knows this is just a numbers equivalent of the Herfindahl Index and provides a nuanced measure of the real shape of the market in each area. It acts almost as a sanity check on the fascia count. On its own it indicates the relative strength of competitors and indeed vitality of competition. In combination with the fascia count it also provides a decent proxy measure for ‘adequate consumer choice’ as it combines the physical choice of fascia with the presence of relatively equally matched vigorous competition. 

The Margin of error

37. What we choose to call the margin for error is really the room needed in the market to withstand a shock in a market with capacity constraints. In essence, given that land and planning processes constrain the opening of a national network of stores, what margin for error is needed under the existing, or post-merger, allocation of stores to allow for failure by a store group, or allow a failing store group to turn-around its fortunes? Given that in the not too distant past Tesco, Asda and Sainsburys have all benefited from significant changes in fortune, what distribution of stores would provide for a similar situation in the Safeway stores? It is unquestionable that the turn-around engineered in each of these store groups has benefited consumers by invigorating competition. One has to ask the degree to which each merger would enable Safeway to be energised in a similar manner.

38. The issue of the margin for error raises the point as to whether the Competition Commission should take a minimalist or maximalist approach to local market competition. Should it seek the lowest common denominator of local market competition and simply seek to ensure that there is a floor below which  local markets should not slip (thus triggering a mass clearance of bids with divestments), or should it take a highest common factor approach and decide the thresholds that define effective competition and turn down those bids that do not meet this threshold.

Conclusion on national-local market interaction

39. The process of interaction between national and local markets in the supermarket sector is a complex one. It is tied to the issue of the relationship between adequate consumer choice and competitive constraints. The key to the solution lies in measurement of this interaction. We think that a possible route lies in linking the number of fascia available to consumers, with a measure of the effectiveness of those fascia to which is added a recognition that this decision will effectively set the market for some considerable time.

What constraints will exist on each bidder post-merger?

40. The OFT rightly linked the issue of effective consumer choice to the existence of constraints on post-merger firms. In this light we think that it is important to assess the proposed mergers in the context of constraints. While there are many aspects to the constraints post merger we have focused on pricing strategy and pricing levels, as the CC itself did in its complex monopoly inquiry. We have combined this with two other measures of constraint – the likely change to strategy employed in Safeway stores (and whether the reverse will influence purchaser strategy) and the post merger market share. The latter provides a rather structuralist check on the process of analysis. We have set out our thought process on the matter in tabular form below.

Table 1. Factors in post merger constraint

	
	Proactive
	National pricing
	Likely change to Safeway strategy
	Post merger market share
	Post merger constraint

	Morrisons
	YES
	YES
	POSITIVE both activism and price
	c13%
	HIGH Asda, Tesco, Sainsburys

	Asda
	YES
	YES
	POSITIVE both activism and price
	c21%
	MODERATE-HIGH – Tesco, Sainsburys

	Tesco
	YES
	NO (*)
	POSITIVE activism and perhaps price *
	c32%
	LOW – Sainsburys, Asda

	Sainsburys
	NO
	NO
	NONE neither activism or price
	c25%
	MODERATE – Tesco, Asda

	Safeway
	NO
	NO
	
	
	


* Tesco has stated that it no longer operates price flexing.

41. Our estimation of post merger constraint comes from combining price levels and strategy with post merger market share and impact on the existing company. The Morrisons bid involves the creation of  a fourth player in the market with a moderate market share, almost matching that of the existing Sainsburys and Asda shares. Morrisons is categorised by the Competition Commission as both proactive and as operating a national pricing policy. The change to the Safeway strategy would thus be profound – making it more proactive and removing the flexibility in pricing to local market conditions. It would still face the existing players as constraints upon its strategy. To the extent that the complex monopoly inquiry of the Competition Commission identified the existing state of the market as relatively competitive, this merger would improve price competition and aggressiveness of the fourth player without blunting the competitive edge of the existing three largest firms. 

42. The Asda bid shares many of the characteristics of the Morrisons bid as far as this matrix of characteristics is concerned. A successful Asda bid would certainly make Safeway more aggressive on pricing and on national pricing. The most significant difference between the two comes in the constraints that the post merger firm would face. While Morrisons would face Asda, Tesco and Sainsburys in many markets, a successful Asda would face only Sainsburys and Tesco across many markets. Morrisons would remain a regional niche player. In strategic terms it would only be facing one other proactive, aggressive price competitor, Tesco, assuming that it now operates a national pricing policy. Of course, Sainsburys offers competition in many non-price areas, and indeed in some price areas. The matrix of constraints does not really do justice to Sainsburys as a constraining force. However, if we focus on price as the most significant focus for competition then Asda will only face one aggressive price competitor.  The Asda bid, along with the Sainsburys and Tesco bids will also place a significant stretch of market share between the big three firms and the fourth sized player. It will effectively create a triopoly with regional and demographic niche operators as secondary competitors. 

43. The Tesco bid will create the single largest player in the supermarket sector by some considerable way. Given the market power that Tesco will accrue it is arguable that the competition it will face, in the shape of Asda and Sainsburys, with relatively small market shares in comparison will find difficulty operating as a constraint on Tesco. While both Asda and Sainsburys would create a triopoly with small regional and niche competitors it could be argued on market share alone that the Tesco bid actually creates a three tier market with a dominant player facing two mid sized players and a handful of small niche players. 

44. The Sainsburys bid will effectively create a larger chain that keeps the Safeway strategy most in tact. The bid create a market with two players (Tesco and Sainsburys with around half of the market), with a third mid sized player (Asda) and a number of small niche players. As Sainsburys operate a significant non-price strategy it is unlikely that a more powerful Sainsburys would act as a pricing constraint on Tesco, and it may be large enough to maintain its existing strategy more effectively against the more aggressive Tesco and Asda pricing strategies. 

Conclusion on post merger constraints

45.  From our simple estimation of post merger constraints faced by bidders it is reasonably clear that Morrisons would face the greatest constraints to operating a strategy other than the one it currently does. Indeed it would face largely the same constraints that the existing four players face. Partly because of its existing strategy Asda faces the next largest sets of constraints, with Sainsbury and Tesco facing less constraints. It has to be noted that there is a step change between the Morrisons and remaining three bids in the issue of post merger constraints.

What is the balance of risks and benefits for consumers from each bid and how can these be measured?

46. For consumers there must be an assessment of the possible losses and gains from the proposed mergers. In a sense we need to identify a risk profile for each merger. The measure of the public interest test thus becomes to a significant degree a measure of our risk-averseness. 

47. As the table below indicates there are a range of risks and benefits attached to each merger. As before this is simply a graphic representation of our estimation. It is not a scientific assessment of the mergers and is largely an attempt to codify the factors that we think are important in our analysis. 

48. In terms of the risk attached to each merger the only real one we can attach to the Morrisons bid is that it will, post merger, change its strategy and become a less effective competitor as a result. There is a secondary risk that the increase in market power that the Morrisons bid would entail could lead to a tacitly colluding oligopoly. The chance that either risk would be borne out appears rather slim, to say the least. The Morrisons offer to consumers is based heavily on value for money. As with Asda it would be very difficult to change that offer without undermining the entire image of the firm with consumers. The secondary risk of oligopoly is always there in a market with four large firms. It is however, less likely than a market with three large firms. There is also little to suggest that it would be more likely than in the existing market. Indeed the different pricing and activism that Morrisons brings to Safeway suggests that the risk is lessened.

Primary risks and benefits from proposed mergers

	
	Primary risk
	Secondary risk
	Primary benefit
	Secondary benefit

	Morrisons
	Strategy change
	Tacitly colluding oligopoly
	Wider reach of aggressive price competitor
	No real loss of competitors

	Asda
	Triopoly
	Strategy change 
	Wider reach of aggressive price competitor
	New entrant in many areas

	Tesco
	Monopoly
	Price leadership in a triopoly
	Replacement of increasingly ineffective competitor
	Greater potential price competition

	Sainsburys
	Duopoly
	Triopoly
	Replacement of increasingly ineffective competitor
	Firmer footing for non-price competitor


49. The primary risk with the Asda bid is the creation of the ‘ineffective triopoly’ that the CC raised in its complex monopoly inquiry, or in less florid terms a lessening of competitive edge in the market. The secondary risk is a strategy change on the part of Asda once it has achieved a greater market share. In both cases the risk is relatively low, with the former risk being in large part dependent on the latter. An ineffective triopoly can only occur IF Asda changed their strategic approach to pricing and competition. The risk of this occurring would appear to be low as, similar to Morrisons, the Asda proposition to consumers is heavily price/value for money driven.

50. The risk attached to the Tesco bid is a rather significant one. Given the fact that Tesco would control almost a third of the market the creation of a monopoly position is a real one. While the risk of monopoly is the most significant risk of the Tesco bid, the secondary risk is that of the triopoly previously discussed. However, the sheer size of the post-merger Tesco would arguably put it in a significant price leadership position, able to much more effectively direct the competitive strategy of its rivals. The likelihood of either occurring is reasonable. This is because the past strategy of Tesco has included price flexing to local market conditions. While it may now operate a national price policy it could be argued that this is a relatively recent event and one that would not require significant loss of corporate face to change. 

51. The primary risk attached to the Sainsburys bid is that a duopoly would be created with Tesco; both having roughly splitting 50 per cent of the market. The secondary risk is similar to both Tesco and Asda; the triopoly. The likelihood of either occurring is reasonable. This is because of the different strategic approach taken by Sainsburys. If the market were left with Tesco and Sainsburys with roughly 25 per cent each it is arguable that their different pricing strategies and activism would effectively allow each firm to act relatively independent of each other. Asda, with almost half of the market share of either, would be in a less strong position to act as a constraint on either. 

52. While it is important to focus on risk we think that it is also important to focus on the positive attributes of each deal as any assessment  of the overall public interest must balance both potential negatives and potential positives.

53. The clearest positive from the Morrisons bid is the conversion of Safeway’s strategy to that of Morrisons, and thus spreading the reach of an aggressive price competitor. The secondary benefit is that the merger does not really reduce the number of competitors on the market. The market at national level, reflected at the local level in terms of fascia, would still have four significant players. 

54. The potential primary positive of the Asda deal is similar to the Morrisons deal in that it would broaden the reach of an aggressive price competitor. The potential secondary positive is that it would effectively bring a new entrant to many markets where price competition was weaker than it may otherwise be. In contrast to the Morrisons deal it would, of course, reduce the number of competitors.

55. The potential positives of the Tescos and Sainsburys mergers centre on the replacement of an increasingly ineffective fourth supermarket chain with a more effective one in both cases. What we think splits the two merger proposals is the secondary benefit. In the case of Tesco the secondary benefit comes in the potential for a more aggressive price competitor. In the case of Sainsburys the potential benefit comes from widening the reach of the main non-price competitor in the market. In both cases the choice of consumers may be enhanced in some way, either in price or non-price aspects. 

What is the public interest in the case?

56. The preceding analysis indicates that this set of mergers can be sliced a number of ways. In terms of potential risks it should be clear that the risks associated with the Morrisons bid are very low. In terms of potential benefits, all mergers offer some benefits worthy of consideration. Some are accompanied by significant risks, while others are not. As we argued above there are a number of key factors that must be taken into account in assessing the overall consumer and public interest. 

57. Our conclusions on the interaction between national and local competition  tend to point us to taking a relatively risk averse stance. The proposed mergers are likely to set this sector in place for some considerable time to come. Given planning constraints, spread of existing players and existing levels of concentration it is unlikely that there will be any mergers in the next decade that will match this one in importance. The decision taken over the Safeway bids is thus likely to create a market that will be relatively set, barring significant corporate failure, for some time to come. This places a significant onus on getting the decision right for consumers.

58. On balance we think that this requires us to aim for the highest common factor in local markets. This would suggest that we should not simply opt for the maximum number of divestments necessary to reduce the potential negative impacts of individual mergers, but rather set a higher threshold above which mergers are deemed to be beneficial to competition and below which they are not. 

59. The issue of divestments in relation to the proposed bids is a difficult area. All bids will require some level of divestment, although the scale of that divestment differs enormously. At the one end one has the Morrisons offer that requires relatively few divestments and these likely to be clustered in specific geographic areas. At the other end one has Tesco where the divestments would be large and widely spread. The issue here must be both whether a policy of divestment can adequately deal with competition concerns; whether the mechanism for the divestment process can adequately deal with the numbers involved and whether the post divestment market will be more competitive or less competitive. 

60. The adequacy of a divestment-based clearance rests in our view on the degree of risk aversion that one has to mergers in this sector. We note with interest the use of the following paragraph in all OFT referral documents:

‘Para 15 of the Safeway et al referral 

The CC commented in the Supermarkets Report that one-stop grocery retailing was "broadly competitive and that, overall, excessive prices are not being charged" despite it being nearly as concentrated then as it is now. The CC also stated however that "[f]urther concentration could weaken competition and may result in a return to the higher levels of profitability". We have, therefore, sought to consider whether post-merger the combined Sainsbury-Safeway would be able to act independently of other major one-stop grocery retailers when determining its competitive strategy. We have also considered whether competition in one-stop grocery retailing is constrained to a certain extent by all such retailers and thus whether any loosening of those constraints through the elimination of one major national grocery retailer might be expected to reduce substantially the intensity of competition nation-wide.’

61. There must be some question about the adequacy of a divestment strategy that may deliver stores to parties in numbers either that are too small to generate scale economies or are too dispersed to encourage the benefits of store clustering. We would be concerned if any divestment strategy became a pyrrhic process for those able to pick up stores as a result of a divestment-based clearance. It also has to be noted that any divestment-based strategy rests on the significant accrual of market power for one party with a secondary accrual of market power for un-named third and fourth parties. 

62. There is also a more fundamental problem with a divestment-based approach. The more divestments are needed the more complex the interfaces are needed. Where there is relatively little geographic overlap the approach should be relatively straightforward. If one uses  a combined measure of fascia and effective competition and stick to one drive time measure then the process should be clean. However, the more stores are added the more like a central planning process the divestment problem becomes and the more difficult it becomes to identify the balance of benefits that consumers would gain from the process. 

63. Even if the process can be decided upon and the numbers decided upon there is the more fundamental problem of the post-merger marketplace. The question here must surely be as to whether the constraints that currently exist will be strengthened or weakened as a result of the proposed merger. 

64. On the issue of post merger constraints we think that it is clear that the Morrisons bid faces considerably greater constraints than any of the other bidders. The Asda bid faces greater constraints than the Tesco and Sainsburys bids, but these are largely self imposed. There is an issue about the degree to which intangible issues like long held corporate practice can impinge on decisions on mergers. In most cases we think that this sort of factor should indeed play a significant part in merger analysis as it is often the most important factor in post merger market behaviour. However, we think that this series of merger proposals creates an imperative to be more risk averse than normal. In most markets there is always the chance that if a post-merger firm chooses to change its strategy significantly other players will enter the market and change the shape of the market for the better. Given the constraints on new entry and on organic expansion in this market we do not see this as an option. 

65. On the issue of the balance of risks and benefit we see a clear split between Asda and Morrisons on one hand and Tesco and Sainsburys on the other. The potential benefits of both the Asda and Morrisons bids are similar and significant. Consumers are likely to see positive changes in pricing and strategy in both cases. While the Tesco and Sainsburys bids offer benefits in terms of more effective operation of stores, we are less clear that these benefits will be sustained on a long-term basis. This is simply because of the nature of post-merger constraints for each party. In either case the strategy pursued by the pre-merger firms (a focus on quality, price flexing – or recent use of price flexing) does not indicate that post merger constraints are likely to be sufficient to guarantee benefits for consumers.

Conclusion

66. The post-merger supermarket sector that emerges from this process of investigation is unlikely to see significant new entry. Barring major strategic change or corporate failure it is also unlikely to see catastrophic re-distribution of market share. Of course the risk that a monopoly, duopoly or triopoly would be able to squeeze out or isolate smaller players cannot be discounted. Indeed such a situation to some extent has occurred already with the smaller players focusing heavily on niche markets, both demographic and geographic. 

67. If we accept that the external constraints on the sector are unlikely to change significantly in the next few years, then the focus of this inquiry must be heavily on the post-merger internal constraints. Planning limits, store size limits and the size of existing smaller players (capable of being acquired) make expansion unlikely. The decision in this case will set the shape of this market for some considerable time.

68. If we accept that external constraints are significant and effectively set, then the importance of post-merger internal market constraints is vital. Here we return to the view of the Competition Commission in its complex monopoly enquiry “[f]urther concentration could weaken competition and may result in a return to the higher levels of profitability”. The view we take on these mergers must thus focus on what could weaken competition and what may loosen constraints on the sector.

69. Here we are left, as in so many merger cases, with a balance of probabilities. What benefits are likely to accrue to consumers compared to what restriction on competition may arise? How likely are we to see benefits passed on to consumers in a post merger market? The supermarket sector is broadly competitive as it stands and has served consumers pretty well. How these mergers are likely to change that market depends on where one views the market as being placed; is it a mature market?; is it likely to see significant expansion? Are there significant opportunities for entry and expansion of new players?

70. We view this market as pretty mature. A number of factors, including the fact that almost all supermarket chains have expanded into non-traditional grocery areas would tend to support this. We see few opportunities for significant expansion in the overall market given the market share of the supermarkets in grocery retailing. We also see few options for new entry and successful post entry expansion.

71. We thus view this market as capable of going in two different directions – greater concentration among the existing larger players or greater concentration among the smaller players. In markets where significant external constraints limit entry (for example transatlantic aviation) the prospect of merger (alliances) among the larger players almost always leads to concerns about significant lessening of competition. Mergers involving second string players are usually positive for competition as it increases the constraints on the existing players. 

72. On balance we thus think that the Competition Commission has, in the end, a relatively simple decision to take. Does it wish to see an accrual of market power in the hands of the existing largest players or does it wish to see a merger involving second string players. The high level of risk averseness that the Commission should adopt would tend to argue that despite the undoubted benefits that each of the Tesco, Sainsburys and Asda would bring to consumers, the attended risks that would accompany such bids are too great to take in this market. We do not doubt that each of these bidders will offer consumers a more dynamic Safeway and wider offers. However, the accrual of market power that each bid entails alters significantly the post-merger set of constraints each would face. While we accept that, particularly in the case of Asda, long held corporate culture and behaviour points to the maintenance of the constraint we are mindful that structural factors (that is a significant loosening of market constraints) can undermine the best of corporate wills. Given the inability for mistakes in this market to be readily rectified we must recommend that these bids are blocked. 

73. In contrast we view the Morrisons bid for Safeway as, on balance, being a positive bid for consumers. The gradual erosion of the threat of Safeway as a competitor can be remedied in two ways; an external non-supermarket bidder can take the firm over and generate a new activism, or an existing smaller supermarket player can take them over and re-energise their offer to consumers. While the OFT have already signalled the first option through the clearance of the Trackdean bid, we were surprised when it referred the Morrisons bid to the Competition Commission. The balance of probabilities in the Morrisons bid point to the post-merger market remaining competitive. Indeed, the re-energising of the Safeway stores to more effectively compete with the existing big three players is likely to spur more competition in the sector, rather than lessen it. The post merger risks associated with the bid are low. Like Asda a good deal of this rests on the long-held corporate strategy and attitude of the firm and its management. Unlike the Asda bid it also faces significant post-merger structural constraints that make any risk of changing that strategy extremely slim. In short the Morrisons bid is more strongly positive that the other three bids and the potential downsides of the deal are small and unlikely. We recommend that the Morrisons bid is cleared. 

Consumers’ Association

April 2003

Part III: The CC slims down the issues
In the UK system of merger analysis the Competition Commission releases an ‘issues letter’ in which it outlines the key issues it wants to discuss with the merging parties (and others). The issues letter is the thin end of the funnel in analytical terms. It is here that the reviewing bodies essentially strips away all the arguments that have been put to it and focuses down on what it thinks is important. In analytical terms there is rarely much very new to add at this stage – however, it is important both if you think the analysis is going astray and perhaps more importantly if you wish to understand/influence the general direction of the analysis. 
Consumers’ Association views on Safeway Merger Inquiry Issues letter

ISSUES
A. THE MARKETS INVOLVED

1. In the CC monopoly report on supermarkets published in October 2000 (CM 4842) (the 2000 report), the CC concluded that the relevant economic market was that for one-stop grocery1 shopping carried out in stores of 1,400 square metres or above. The CC further concluded that shopping patterns were essentially local, most consumers travelling no more than 10 minutes to the supermarket in urban areas and no more than 15 minutes in non-urban areas. Bearing in mind that the 2000 report was a report on the monopoly situation as regards the supply of groceries from multiple stores and the possibility that different considerations might arise in the current merger inquiries, consideration needs to be given to the extent to which that definition of the economic market is still appropriate and, in addition, to what extent there may have been developments in the market since 2000. We therefore consider that the following issues arise in the case of each of the mergers in contemplation: 

(a) Whether the product market or markets should be defined, for the purposes of the competition analysis, as "groceries" or whether it (or they) should include other product categories now frequently sold in large multiple retail outlets and, if so, what other categories; or whether it (or they) should be defined in some other way; 

Comment

It is clear that the main business of the supermarket groups is grocery shopping. However, they are also involved in a significant number of other markets, such as newspapers, CDs, and pharmacy products. One has to ask, though, what including other categories in the analysis would achieve. We would think it sensible to treat sub-markets within the overall one-stop shop offer of a supermarket as issues of concern. However, we do not think that such an approach would necessarily alter the overall approach. For example, it might prove interesting to see the share of the clothing market that each player possessed, or the share of the CD market, or petrol market. However, we doubt very much if this would alter or significantly affect the overall approach which sensibly would have to focus on the grocery market. The fundamental issue must be what the key market of concern is. It is clear to us that it is the grocery market. We are happy to see analysis of secondary markets, but would be concerned if such an approach involved some forced redefinition of the market to pretend that the supermarkets were actually competing with the entire retail sector of the UK. Such a market definition would be unhelpful in assessing the true market power issues in this case. 

(b) Whether the market or markets should be defined, for the purposes of the competition analysis, as including only those stores where one-stop grocery shopping typically takes place and whether this includes only stores whose sales area is above 1,400 square metres or other sized stores as well and, if so, which other stores; and whether there is a relevant market that includes "convenience stores", that is, stores under around 600 square metres in size; 

Comment

The base market for analysis should remain the one-stop shop. However, we would be interested to see any work that indicated the degree of discipline that other formats placed on different competitors. For example, we would be interested to see the degree to which M&S food only stores acted as a constraint on Sainsbury’s. We can see the logic of extending the market definition to smaller stores, only insofar as they offer supermarket-style one-stop grocery shopping. It is clear to us, and from our own work on the Tesco/T&S case that there is still a separate market for convenience shopping, although this is blurring significantly at the edges with the entry of supermarket groups and the expansion of petrol retailers. 

(c) Whether the geographical market should be defined, for the purposes of the competition analysis, as national, regional or local and, if any of these, how its scope should be characterised; or whether the geographical market should be defined as manifesting characteristics of all or more than one of these. 

Comment

We think that the important question in this area involves the interaction between local and national competition. We think that the consumer fares best when the fullest possible approximation of national competition operates at the local level. If the consumer has a choice of the maximum number of stores, then she will be offered what is essentially the national market. If we reverse this preference to the national market we think consumers do best when the greatest number of supermarkets meet each other in the largest possible number of markets. In essence, the more often the ideal national market is replicated locally, the more likely that national market is likely to be driven to be highly competitive. At one extreme one could have five main competitors, each esconced in local monopolies. On the face of it national competition would look fierce, in reality the lack of multi-market contact would lessen competition. 

(d) Whether Internet home shopping to any extent, if at all, affects the geographical market definition; 

Comment

We think that the Internet has the ability to change the way in which market definitions are carried out. However, the degree to which it does affect that market definition can only be carried out on a market by market basis. We have argued elsewhere
 that we need to think of the way in which consumers shop as being akin to consumer-von-thunen circles. Von Thunen circles are, as the CC will well know, were developed to explain the distribution of crops around market towns. We have chosen to adapt the concept to the pattern of shopping behaviour of consumers, who essentially carry out similar calculations to traders in their consumption behaviour. Consumers will have different Von Thunen circles for different products, very often varying the willingness to travel in relation to the importance and value of the product in question. As the CC Supermarket Report has already shown, consumers are willing to travel for fairly specific time periods to shop at a supermarket. In theory the Internet enlarges the Von Thunen circle. In some cases, such as highly tradeable goods like CDs, the Von Thunen circle can become international for individuals. We think that the answer to whether this situation applies to a particular market depends on two key factors. Firstly, whether the existing retail market shows any impact of the Pareto 80/20 rule; that is, whether a significant share of the profits in the industry are earned from a particularly small share of the consumer base. For example, the classical music retail industry shows some characteristics of this problem, as does the airline market. Secondly, if the market does display indications that a small segment of the consuming public are inordinately more important than the bulk of the market, then how likely are this segment to migrate their purchases to the Internet. We think that these two tests are useful rule-of-thumb measures in assessing the likely impact of the Internet on established market definitions. 

In the case of the grocery sector we see little evidence that a small number of consumers generate the bulk of profits. The attempts by some supermarkets to lock in consuemr loyalty through loyalty card schemes are an indication that such a segment may exist and be important to some groups. However, the general lack of loyalty of consumers appears to have undermined such schemes. We are also not sure that this market displays a significant bunching of consumers in the high proifit category. It is clear that some consumer niches spend a significant amount more on groceries than other groups. However, we are not sure that the multiple of spending between top and bottom approaches the levels seen in other markets, such as the travel market. It is also likely that this niche of more well-off consumers is exactly the are served by both general grocery retailers and specialists niche retailers like Waitrose and M&S Food only stores.

(e) Whether, in considering market definition, chains of substitution extending across localities or regions should be taken into account; if so, how such chains of substitution operate and what effect they have on market definition. 

Comment

We well remember the argument in the New Cars complex monopoly inquiry that the chain of substitution for new cars stretched from the Mini to the Rolls Royce. While it is theoretically possible to produce such a chain of substitution we think that it masks the real distruibution of consumer preferences. As with new cars we think that consumers display a series of normal distributions for their consumption behaviour. These normal distribution curves overlap at the margins; however, the core of the consumption occurs within pretty narrow bounds. For example, in the grocery market the bulk of the grocery market will shop at a big four supermarket. On special occassions, or immediately post pay day, many consumers will also shop at M&S Food or Waitrose. In contrast a smaller niche of consumers will shop mainly at Waitrose of M&S Food only occassionally shopping at one of the big four supermarket groups. Simpy because at the margin these two groups of consumers meet in the aisles of their nearest M&S Food or Waitrose, does not mean that the chain of substitution is strong enough to discipline the behaviour of the larger player. It is certainly true that both supermarkets will take cognisance of each other’s strategy, in a bid to minimise occassional desertion. However, this is a long way from a disciplining behaviour. It is more akin to rivalry than true competition. 

B. COMPETITION ISSUES

Local level 

2. In its 2000 monopoly report, the CC concluded that isochrone analysis based on one-stop shopping in stores of 1,400 square metres or above, with drive times of no more than 10 minutes in urban or 15 minutes in rural areas, was an appropriate framework in which to consider local competition between stores. Bearing in mind the possibility that different considerations might be relevant in the context of these merger inquiries, and in the light of possible developments since the 2000 report, the following issues arise in the case of each of the mergers in contemplation: 

(a) Whether isochrone analysis based on stores is a practical and appropriate approach to identifying the sources of local competition between stores; and, if so, what methodology should be adopted for such an analysis and what are the correct criteria for consideration; 

Comment

There appears to be no overwhelming reason to change the analytical approach taken in the 2000 repor. However, given a lack of access to the approaches used we trust the CC to use their judgement in the matter.

(b) Whether isochrone analysis based on a consumer-centric or some other population-based approach is a practical and appropriate way to determine local competition between stores; and, if so, what methodology should be adopted for such an analysis and what are the correct criteria for consideration; 

Comment

We are naturally attracted to any sort of measure that would provide some form of consumer centric isochrone analysis. However, we are not sure that it would necessarily generate significantly different results from other forms of mapping. Of course the utility of such an approach would depend heavily on whether the data on consumer patterns was based on simply drive times or whether it was based on actual shopping behaviour. However, again, not having access to the models we are not really in a position to comment in detail.

(c) Whether there are any other practical and appropriate ways of assessing local competition between stores; 

(d) Whether it would be appropriate to use measures such as the number of fascias in a locality, the Herfindahl Hirschmann Index or market share data to examine the degree and adequacy of local competition and, if so, which of these measures; and what change in any such measure should be regarded as indicating a reduction in local competition; 

Comment

As we stated in our initial evidence to the Competition Commission and in our oral hearing we think that the most  sensible approach to base any assessment on two measures – the degree to which local market fascia based competition replicates the national fascia based competition and the effectiveness of local competition on a numbers equivalent herfindahl index basis. We think that combining those two parameters would provide a clear indication of store disposals. It would also provide a clean indication of what the CC wants to see in terms of effective competition at the local level. We think that this has to take the two factors into account for the following reasons. Firstly, choice at its most basic must centre on the number of different fascia available to the consumer. Of course we fully accept that this is not a sufficient factor to ensure effective competition, but it would appear sensible that a maximum number of different facia in a given area provides prima facie evidence of such a choice being necessary to enable consumers to shop at a range of different stores. Secondly, simple store fascia may not be enough where, for example, a large superstore for one group faces two or three very small and maybe aged stores of competitors – and so does not face effective competition. Here special attention should be paid to ensure that each market has as high a level of effective competition as possible. We would suggest that the base case should rely on the distribution of fascia and effective competition as it currently stands and then design a divestment programme that most closely follows the existing pattern of competition. This could involve simply stating that where possible four fascia should be available to consumers and that in all cases effective competition should not fall below three for any market where it is currently above that number.

(e) Whether there are any other measures that might be used to indicate a change in the degree of competition at the local level; 

(f) Whether any of the mergers in contemplation might be expected to bring about such a degree of concentration at the local level as to result in any of the coordinated effects set out in the CC's guidelines for merger references2; 

Comment

As we have argued in our initial evidence we think that the combination of high entry barriers and restrictive regulation make this merger decision a particularly important one. We think that the focus of inquiry needs to take heed of the risk of competition being impaired by any of the mergers. As we arguied before we see virtually no risk in the case of the Morrisons bid and increasing risk from the Asda bid, through the Sainsburys and Tesco bids. We do not thus necessarily have an expectation of coordinated effects, more a fear that were the wrong decision to be made the risk that such coordinated effects could occur would be increased and perhaps more importantly very little could be done once such effects emerged. 

(g) Whether any of the mergers in contemplation might be expected to result in prices for groceries or other product categories being higher, or choice being less (whether in the one-stop shopping or any other grocery market) than would otherwise have been the case, as a result of the actions of one of the parties, or one of the parties in association with the actions of one or more other multiple grocery retailers; 

Comment

Again we refer to our previous evidence. We think that clearly the Morrisons bid will not offer any risk of this situation occuring while the other three bids offer some risk, increasing from Asda to Tesco, that such a situation would occur. Given the irreversibility and long-term impact of this decision then such a risk is not worth taking. 

(h) Whether any of the mergers in contemplation might be expected to result in prices being higher than they would otherwise be in petrol retailing, as a result either of the actions of one of the parties, or one of the parties in association with the actions of one or more other market participants; 

Comment

We do not think that any of the mergers in question would have any significant impact on the petrol retailing market. 

(i) Whether any of the mergers in contemplation might be expected to have any adverse effect on the ability of a new multiple grocery retailer to enter the local market, or the ability of an existing grocery retailer to grow in the local market. 

Comment

The constraints that exist on the opening and extending of new stores makes significant entry or expansion at the larger end of the supermarket sector unlikely. For the smaller stores that currently occupy niches the chance of expansion is fairly limited at the moment. However, if we assume that a change in planning policy were possible in the future then we need to assess the likelihood that any of the proposed mergers would undermine the ability of an existing niche player to expand under improved regulatory circumstances. Again, we think that the Morrisons bid clearly offers no threat to the expansion of rivals as it effectively retains the status quo on facia competition. The other three bids would potentially offer greater problems for anyone trying to expand as the creation of a near duopoly or triopoly (depending in the bid) would offer the incumbents greater opportunity to act in a predatory manner to any threat. 

3. Whether any of the mergers in contemplation might be expected to bring about benefits for consumers or others at the local level that would not have been realised in the absence of the merger, and if so, what form these might be expected to take; for example: 

(a) consumers having a better chance of being able to shop at their preferred supermarket; 

(b) prices of products or services being lower; 

(c) efficiencies (for example in distribution, IT, advertising or promotion) being increased and passed on to consumers in the shape of lower prices for products or services, higher quality products or services, a greater choice of products or services or a better quality of service. 

Comment
We have already addressed this issue in our initial submission. We think that the Morrisons bids offers the clearest possibility of consmer benefits and the greatest likelihood that such benefits will be maintained in the long run. On the matter of efficiencies we remain concerned about the ability of stores to garner such efficiencies and whether there are efficiencies to be gained in distribution. We do not have any evidence of that issue ourselves, but think that it is important in this inquiry. As we discussed in our oral hearing we are keen to ensure that any divestment offer was tied to sufficient distribution facilities to allow the company to which divestments were made to make maximum use of them. 

National level 

4. The CC will wish to explore the precise nature of competition in the relevant economic market or markets at the national level, in order to establish the dimensions of such competition and the mechanisms by which it operates. In this context, the CC will wish to examine the effect that each of the mergers in contemplation might be expected to have on competition at the national level, including the effects on multiple grocery retailers without national coverage and on other (smaller) grocery retailers. In particular, the following issues arise in the case of each of the mergers in contemplation: 

(a) Whether it would be appropriate to use measures such as the number of fascias nationally, the Herfindahl Hirschmann Index or market share data to examine the degree and adequacy of competition at the national level and, if so, which measure or measures; and what change in any such measure should be regarded as indicating a reduction of competition at the national level; 

Comment

As we stated in our initial submission we think that the interaction between national and local markets is the most useful area of study. Simply dealing with the national level, however, could provide problems as we could have a situation where national competition appeared strong simply because there were four supermarket groups with dominant regional positions, which from a national level appeared strongly competitive. 

(b) Whether there are any other measures that might be used to indicate a reduction in competition at the national level; 

Comment

We think that national competition is largely driven by the frequency of local market contact with other effective competitors. The most effective measure of this interaction is the loss of local competitors in more than one location. We would like to see the Competition Commission develop indicators that point to those markets where significant local competition is lost along the two metrics we focus on above: effectiveness of competition and the number of fascia within a given distance. 

(c) Whether any of the mergers in contemplation might be expected to result in such a degree of concentration at the national level as to result in any of the coordinated effects set out in the CC's guidelines for merger references2; 

Comment

As we argued in our original evidence we do not think that there is an expectation of coordination – more of an enhanced risk whose importance is amplified by the limited likelihood of new entry or significant fifth party expansion.

(d) Whether any of the mergers in contemplation might be expected to result in prices for groceries or other product categories being higher, or choice being less (whether in the one-stop shopping or any other grocery market) than would otherwise have been the case, as a result of the actions of one of the parties, or one of the parties in association with the actions of one or more other multiple grocery retailers; 

Comment

We reiterate our comments in our original evidence to the CC. 

(e) Whether any of the mergers in contemplation might be expected to result in prices being higher than they otherwise would be in the petrol retailing market, as a result of the actions of one of the parties or one of the parties in association with the actions of one or more other market participants; 

Comment

As we have argued before we are not unduly concerned about the petrol retailing market, insofar as the position grocery multiples is concerned. 

(f) Whether any of the mergers might be expected to have an adverse effect on the ability of a new multiple grocery retailer to enter the national market, or the ability of a smaller grocery retailer to grow nationally; 

Comment

To avoid repetition we refer the CC to our comments in section 2(i). 

(g) Whether any of the mergers in contemplation might be expected to have particular effects in Northern Ireland or Scotland, with respect to the price, quality or choice of products or services on offer, the service levels associated with such products or services or in any other respect. 

Comment

We think that the position in Scotland and Northern Ireland are no more or less serious from a methodological point of view than other areas of the UK. It is certainly true that there are already higher concentration levels in both than in other areas of the UK, however, the effect of each merger in these areas is unlikely to be significantly different to the effect in other areas and the potential process for ameliorating that effect is also not significantly different. 

5. Whether any of the mergers in contemplation might be expected to bring about benefits for consumers or others at the national level that would not have been realised in the absence of the merger, and if so, what form any such benefits might take; for example: 

(a) Whether the acquisition of Safeway by any one of the parties might be expected to bring about increased competition, and if so, in what ways this might manifest itself (for example, in price levels, the quality of goods or services or the diversity of the grocery offer);

(b) Whether any of the mergers in contemplation might be expected to bring about efficiencies that would not have been realised in the absence of the merger, and what form these might take (for example, in distribution, head office, IT or logistics) and whether such efficiencies might be expected to benefit consumers by being passed on in lower prices for products or services, higher quality products or services, a greater choice of products or services or a better quality of service. 

Comment

We discussed this issue at length in our submission and in our oral hearing and stand by the comments made then. In summary we think that the Morrisons offer provides the best possibility of benefits to consumers in the short term and beyond and the probability that any efficiency gains would be passed on to consumers in the medium to long-term.  All of the other bids offer a significant risk that any of these benefits may not be realised as the accrual of market power changes the competitive dynamic in the market to the detriment of consumers and the overal health of the market. 

6. Whether, if Safeway were not to be acquired by one of the parties or by another bidder, it might be expected to offer effective competition to the parties and to other multiple grocery retailers, and what role it might be expected to play in the market for multiple grocery retailing in the future.

Comment

There is certainly an argument that Safeway provides some degree of competitive restraint on its rivals as it currently stands. This, of course, is not an argument to block a bid if that bid offers no significant competition problems. If there were no current bids for Safeway it could continue to decline gradually as a national player. The most obvious response to this decline is exactly what we have – a bidding war for the firm. One might also see other players bid for the Safeway group from outside of the sector. However, we are not sure that such players exist outside of the somewhat full list we already have. The bidding war triggered by the Morrisons offer has flushed out a good many counterproposals and we think that it is reasonably unlikely that there are any other serious bids waiting on the sidelines awaiting a blocking of all current bids. This is likely to be a high risk strategy and one that is unlikely to be being run by any serious players. If, for example, all bids were blocked we would be left with the Philip Green bid being the only one on the table. Of course, that bid itself may trigger more bids of a similar kind, that is financiers. There is certainly a possibility that such bids could re-invigorate Safeway as a competitor and may re-energise the market as a result in those areas where Safeway is a significant player. However, there is also a risk that financiers have a shorter term view of the market than the current supermarket bidders. In the case of the latter the most likely motivation for acquisition is to run the Safeway stores as going concerns and not significantly alter either their stocking policies or overall strategy. Again, given the importance of this bidding process for the long-term viability of the sector any change to the overal direction of Safeway is important. In contrast the a bid by a financier may be focused more on realising the value of the land on which the stores sit, or in some way breaking up the group to maximise short term value. While such approaches are unlikely to cause significant competition problems from a technical standpoint, they are likely to remove Safeway as a serious player in the supermarket sector. If this risk cannot be ruled out then again we think that the Commission needs to be seriously risk averse and ensure that a reasonable desire to keep Safeway as a stand alone competitor does not create a worse situation that would occur with a successful Morrisons bid. 

C. BUYER POWER AND SUPPLIER ISSUES 

7. The following issues are for consideration:

(a) Whether any of the mergers in contemplation might be expected to result in an increase in the merged entity's buyer power in relation to its suppliers and if so, how this might be brought about - for example, by virtue of suppliers having one fewer multiple grocery retail outlet for their products; and how any such increased buyer power might be expected to manifest itself - for example, in increased costs for suppliers (including as the result of situations where products they supply are sold by one or more of the parties at below cost on a persistent basis), a reduction in the quality or diversity of products or services supplied by them, or in the levels of innovation they can attain in relation to those products or services; 

(b) Whether any increase in buyer power by the merged entity might be expected to have adverse effects on consumers, by bringing about a reduction in the number of suppliers, increases in product prices, or a reduction in the quality, diversity or levels of innovation in relation to those products; 

(c) Whether any increase in buyer power by the merged entity might be expected to have adverse effects on smaller multiple grocery retailers or convenience stores, because suppliers to the merged entity might be expected to seek to recoup any loss of margin through raised prices to those other grocery retailers; 

(d) Whether any of the mergers in contemplation might be expected to have any impact (positive or negative) on the effectiveness of the Code of Practice3 governing relations between some supermarkets and their suppliers in protecting suppliers; 

(e) Whether any of the mergers in contemplation might be expected to have any impact on the size, efficiency or diversity of the grocery supply chain in the UK or any part of the UK; 

(f) Whether any increase in buyer power might be expected to reduce competition at the local or national levels. 

Comment

We leave the detailed analysis of the potential for an accrual of buyer power to adversely affect suppliers and consumers to the Competition Commission and suppliers with a direct interest in the case. On balance we think that the key to the answer rests on a number of criteria. Firstly, in the case of Morrisons we think that any accrual of market power is likely to be marginal and the peculiar nature of the vertical integration in the company makes many buyer power issues of marginal interest. Secondly, on the matter of buyer power in the other store groups we are curious about what this may tell us about the position of branded goods manufacturers. As we argued at the oral hearing, one can look at Asda as a part of WalMart and argue that any accrual of buyer power for such a huge group is likely to be marginal in the extreme. However, this only applies if Asda/WalMart buys goods on a global basis. If it does not then this points to the fact that branded goods manufacturers have considerably more market power than one might assume from the focus on suppliers interests. If the accrual of market power for Asda is a problem, then it is an indication that global markets remain segmented on a national basis. In many ways this is a greater problem than buyer power at the supermarket level. Indeed one of the key benefits for consumers of the existence of groups like Asda/WalMart is that their significant buyer power forces prices to consumers on a downward path. Providing that the downstream market is competitive then one would expect a fair share of any efficiency benefits to be passed to consumers. To date this does appear to have been the situation. 
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Part IV: The decision
The final decision was announced in September 2003. The final decision was to block all the merger bids except for Morrisons. Interestingly the decision – of which more below – not only argued that the three blocked bids would damage competition but that the Morrisons bid would positively boost competition, turning around an ailing competitor and re-invigorating competition in the marketplace. 
Key lessons from the merger analysis
The Safeway bidding war and the resulting competition inquiries taxed all those involved in them. The analytical process was generally carried out at the highest level and managed to be both comprehensive and flexible. The preceding stage by stage discussion will provide a taste of the intellectual difficulty of assessing multiple mergers from a consumer perspective. The case, because of its complexity, does reinforce some of the lessons learned from often more mundane merger cases:

The importance of market definition increases with complexity

Market definition is always centrally important in merger cases. It is very much the bedrock for all the analysis that follows. With complex cases it is difficult to pull back from making mistakes if this first stage has not been carried out badly. In relatively straightforward merger cases it is often not too difficult to return to basics as new information arrives. In more complex cases spotting that mistakes have been made can be more difficult to do. 
Feedback mechanisms can become loops with no clear start or end

Efficient markets rely on effective feedback mechanisms operating. Firms need to be able to assess the impact of different policies relatively quickly. Conversely cartels need to see if members are cheating. In this merger case the feedback mechanism was a complex loop of interplay between local and national policies. In the area of pricing policies most supermarket groups operated national pricing policies. The aggression of these policies was, however, largely driven by the ferocity and frequency of competition at the local level. The feedback loop was thus centrally important to the nature of competition in the marketplace. However, the loop is actually fairly fragile. The mutual reinforcement of pricing pressure to keep the market competitive can be undermined if the frequency or vigour of competition in a significant number of markets is undermined in enough markets to allow the feedback loop to degrade. 
What was perhaps most interesting analytically in this regard was the combination of frequency and vigour identified in the final decision. Frequency of market contact can be measured quite easily – that is after all what the HHI and HI numbers equivalent allow you to do. However, vigour is a more complex issue. Here we could fall back on the assessment of firm strategy contained in the CC complex monopoly inquiry. This allowed the various combinations of merged parties to be given the ‘beauty parade’ test as part of the final judgement. 

The law of diminishing returns applies in data analysis
There is almost a perverse desire among competition economists for data; ‘the more the merrier’ is the common cry. If five years worth of data is available, can we have ten? What was quite telling in this inquiry was the law of diminishing returns set in on the dataset demanded for the analysis. 
When the Competition Commission started looking at local competition issues they got to modelling what was known as ‘isochrones’ for stores. These data gave the structure of competition for each and every store. The data were capable of being adapted to show how many stores were within a certain drive-time for consumers. This is a standard dataset for supermarket planners. The CC wondered if they could get the data on a consumer level – essentially try and map how consumers shop on an individual basis and then aggregate this up into a total market picture. In the end the CC realised that these data would probably not add as much to their picture of the market as they had hoped (and it proved technically nightmarish). 

The pursuit of the perfect market picture was replaced by the attainable. In essence the CC recognised that as long as they had enough data to provide the back-up for their ‘story’ then they would be able to make an effective and correct decision.

Consumer behaviour counts

The desire to get the perfect picture of consumer behaviour at one point threatened to tip the investigation over. However, what was clear in the inquiry was that consumer behaviour was centrally important. It is interesting to note that this has not always been the case; nor is it the case in all countries. There has been a gradual evolution in thinking at the Competition Commission and also at the European level (which is lagging the UK by some time). In the 1980s the consumer was almost akin to the ‘black box’ that the government used to take in economics. The consumer was assumed to behave in certain ways and they would simply change their behaviour to fit the changed circumstance. The authorities have increasingly come to realise that consumer behaviour is a complex area that need more careful study – in this inquiry the consumer was front and centre in the ‘story’ about the market. 
Workable competition can be found in hybrid solutions

The conclusion of the Competition Commission inquiry centred on two solutions. Competition was defined as having two main components – a facia element and a vigour element. This focused on the key drivers of frequency and vigour which we had highlighted. Devising a solution was far from easy, but the one that was arrived at was relatively simple and totally workable. It also displayed a willingness to be flexible in the face of a complex market to deliver a pro-competitive result. The hybrid definition of workable competition thus rested on two axes – the number of stores in a given area from which consumers could choose and a measure of the likely effectiveness of that competition. It is a measure of a good decision that even if it is complex or involves effectively plotting competition across two axes, that when it is worked through it appears neat and simple. This is certainly the case here.
Counterfactuals are very important

The decision on a merger is always made in relation to a counterfactual – what would happen without this merger? In this case the counterfactual was a complex one and one that took a while to work through. In essence we ended up with a number of counterfactuals – but in the end we had the departure or decline of Safeway and the post-merger impact of any of the ‘big three’ taking Safeway over. The final decision was a good one and relied heavily on having the right reference point.
Appendix 1: 

Safeway Bidding Timeline
Jan 9 2003 
Morrisons announces a £2.9bn merger deal with Safeway. 

Jan 13 2003 
J Sainsbury steps forward to block the Morrisons-Safeway merger, confirming that it is considering a bid for Safeway. 

Jan 14 2003

Wal-Mart joins the battle for Safeway, announcing an all-cash offer. 

Jan 17 2003 
US buyout specialist Kohlberg Kravis Roberts confirms approach for Safeway. 

Jan 20 2003 
Retail entrepreneur Philip Green says he is considering making a cash offer for Safeway. 
August 12 2003
Competition commission says it needs more time to study bids after last minute submission by Asda. 

August 18 2003
Trade and Industry Secretary Patricia Hewitt receives competition commission report into takeover bids. 

September 26 2003
Ms Hewitt accepts commission recommendation to allow Morrisons to bid for Safeway. Asda, Tesco and J Sainsbury bids are blocked.

Source: Guardian newspaper. 
� See above for similar assessment for CR4 cases.


� Footnote 10 OFT report on Morrisons bid for Safeway.


� Page 4, Non-Price Competition.


� Phil Evans. The Consumer Guide to Competition; a practical handbook. March 2003. Consumers International. London.





