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1. Notifying party
2. Notifying party

Dear Sirs,

Subj ect: Case No. |1V/M)70 - OITO GRATTAN
Notification of 22.02.1991 pursuant to Art. 4 of
Counci| Regul ati on No. 4064/ 89

1. The above notification concerns an agreed bid whereby OITO
VERSAND GmH & Co. (OITO VERSAND), through its wholly owned
subsidiary Britanni a Beteiligungs-Verwal tungs GrbH, has nmade a bid
to acquire the entire issued share capital of NEXT Plc's (NEXT)
whol | y owned subsidiary GRATTAN Pl ¢ ( GRATTAN)

2. After full exam nation of the notification, the Comm ssion has
come to the conclusion that the notified transaction falls within
t he scope of Council Regul ati on No. 4064/ 89 (Merger Regul ation) and
does not raise serious doubts as to its conpatibility with the
common mar ket .

1. CONCENTRATI ON AND COVMUNI TY DI MENSI ON

3. The notified transaction is a concentration in the sense of
Article 3(1)(b) of the Merger Regulation since OITO VERSAND by
acquiring the entire share capital of GRATTANw || gain control of
t hi s conpany.

4. In their respective latest accounting years, the conbined

aggregate worl dwi de turnover of OITO VERSAND and GRATTAN was nore
than 5,500 mllion Ecu. Both conpanies neet the requirenents of
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Article 1(2)(b), OITO VERSAND and GRATTAN each havi ng an aggregate
Commmuni ty-w de turnover of nore than 250 mIlion Ecu, of which not
nore than two-thirds was achi eved i n one and the sane Menber State.
Consequently, the proposed concentration has a Communi ty di nensi on.

1. ANCI LLARY RESTRAI NTS

5. The agreenent between OITO VERSAND and NEXT provides for a
nunber of services (data processing, distribution and coll ection,
admnistra-tive and ancillary services) to be continued to be
supplied by GRATTAN to NEXT (and conpani es connected to NEXT) for
m ni mum periods, ranging from 6 nonths to 4 years term nable by
ei ther side on notice periods ranging from3 nonths to 1 year. The
costs of providing these services are allocated on a usage basis
Wi th each party paying the costs incurred by GRATTAN i n proportion
to the services rendered to them

6. The provision of these services was previously an integrated
part of the services supplied by GRATTAN to NEXT. The parties
consi der these arrangenents to be of particular inportance to the
vendor's NEXT Directorate business. Over the years and at
consi derabl e expense, GRATTAN has developed a highly efficient
distribution/collection system which has enabled the NEXT
Directorate business to develop, and which is considered to be
essential for a transitional period to ensure the continuity of
this business. The arrangenents can be considered, therefore,
directly related and necessary to the inplenentation of the
concentration. In the light of the circunstances of this case, the
time periods in question do not seemto be unreasonably | ong. These
ancillary restrictions are therefore to be assessed together with
the concentration itself.

[11. THE PARTIES

7. OITO VERSAND is a |imted conpany registered in Germany, the
shares of which are ultimately held by the Oto famly. Included
within the OITO VERSAND group is 3 SUl SSES | NTERNATI ONAL S. A. and
its sub-sidiaries. The main business of OITO VERSAND is the
retailing of non-food products through catal ogue mail order. In
addition, it is engaged in real estate activities (property
devel opnent, the owning and |easing of high street shops and
shoppi ng centres, etc.).

8. OITO VERSAND oper ates t hroughout Europe. In a nunber of Menber
States, nanely Germany, France, Belgium Spain, the Netherlands,
Italy and the United Kingdomit is active through locally based
conpanies in which it holds controlling interests or which are
wholly owned and controlled subsidiaries. Its United Kingdom
activities are limted and derive from a (small scale) joint
venture with Fine Arts Devel opnents Pl c, Rai nbow Hone Shopping Ltd,
whi ch launched a mail order catalogue service specialising in
clothing and textiles (a so-call ed "speci al ogue" service) in March
1990. OITO VERSAND al so operates a joint venture in Japan.

9. GRATTAN i s a whol |y owned subsidiary of NEXT. 1ts main business
activity is the retailing of non-food products through catal ogue
mai | order. GRATTAN al so operates a nunber of high street retai

outl ets under various nanes through which it sells a nunber of the
sane products as it offers through its nmail order catal ogue as wel |
as a nunber of clothing itens sold under NEXT brand nanmes. GRATTAN
operates alnost entirely in the United Kingdom w th the exception
of a small nunber of sales to British Forces personnel stationed
abr oad. Upon eventual conpletion of the concentration, a nunber
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of NEXT's overseas operations will be transferred to GRATTAN.

These operations do not concern Comunity markets, and are
therefore not included in the assessnent set out bel ow.

[ V. COWPATIBI LITY WTH THE COWON MARKET

Rel evant mar ket

10. Thi s case concerns theretailing of non-food products t hrough
cat al ogue mai | order. The nost inportant product groups distributed
t hrough the conpanies concerned are |adies wear, hone textiles,
sports goods, nens wear and furniture. For these products the
retail market is, at nost, national. The sane applies for catal ogue
mai | order services for the foll ow ng reasons:

11. Wth regard to mail order, the Conm ssion takes the viewthat
for the purposes of this decision, it is appropriate to consider
the United Kingdom as the relevant geographical market, in

particular for the follow ng reasons:

- for the present, the conbination of different |anguages, the
exi stence of custons procedures including VAT invoicing and
paynment, and the costs and del ays associated with the pl acing
of international orders and international distribution of
i ndi vi dual packages, renders cross-border trading economcally
i npractical ;

- conpanies with activities in different countries have confirned
that for the tine being local facilities, separate catal ogues
with their own range of products and locally adapted pricing
policies are necessary. Mor eover, up to now in the United
Ki ngdom only donestic operators have been present;

- there are appreciable differences anong Menber States in the
stage of devel opnent of nmmil order. Ml order in the United
Ki ngdomi s a nature nmar ket, perhaps even declining. By contrast,
in Spain, Italy and Portugal, mail order is generally considered
to be a nascent business with prospects for grow h;

- furthernore, mail order in the United Ki ngdom presents anot her
specific characteristic, nanely the agency system(see para. 13
bel ow) .

12. OTTO VERSAND submts that the relevant product market is
total non-food retail sales. However, there are reasons for
considering that catal ogue mail order may constitute a distinct
market within the total retail sector, at least within the United
Ki ngdom It presents a nunber of specific characteristics when
conpared to other fornms of retailing:

- consuners nmake their choice froma catal ogue at hone, not in the
presence of the seller, and have the possibility of inspecting
and approvi ng the goods over a period of tine, typically 10-14
days;

- consuners are entitled to have the goods delivered to their hone
and to return the goods at the expense of the conpany and to be
rei mbursed in full
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ei ther because the goods are not available in certain isolat
areas or because certain consumers may have difficulties
| eaving their homes, such as disabled and el derly persons;

- a segnent of the popul ati on has no alternative to honme shoppi ng,
ed
in

- inthe United Ki ngdom catal ogue prices are inclusive of credit
facilities. Credit is generally available to mil order
custoners at no perceived cost over a long period of tinme (up
to 50 weeks).

13. These specific characteristics in the service rendered by
mai |l order conpanies are acknow edged by both consuners and
suppliers to the extent that they are reflected in prices. From
information conpiled fromseveral mail order conpanies, it appears
that while they nust position thenselves in line with the retai

sector as a whole, their pricing is subject to certain constraints:

- prices have to be fixed in advance of publication and for the
entire lifespan of the catal ogues, which are generally issued
only once or twice a year (the costs associated with the
printing, distribution and pronotion of catal ogues may represent
up to 8% of turnover). Although subsequent discounts on the
catal ogue price may be offered for individual itens through
additional leaflets, mail|l order conpanies have less flexibility
to adjust their prices, nationally or locally, than for instance
hi gh street shops;

- in the United Kingdom the presence of agents is of particular
i nportance for pricing wwthin mail order. Agents (who account
for an estimated 70-80% of mail order sales in the United
Ki ngdom) may si nul taneously work for nore than one mail order

conpany. In such circunstances, therefore, price conparisons
between different catal ogues are critical. More generally, the
main concern of mail order conpanies is to remain price

conpetitive in relation to each other, although they al so take
into account overall retail prices;

- there are indications that prices charged by mail order
conpanies in the United Kingdomtend to be higher than those
charged by high street shops in general, although it has not
been possible to establish this wth statistical accuracy. Two
of the leading British mail order conpanies stated that their
prices are normally higher due to differences in costs
(cat al ogues, conm ssion paid to agents, credit plus delivery).

14. Al t hough mai | order represents avery snall fraction of tota
non-food retail sales (not exceeding 5% in any Menber State), it
represents a significant proportion of sales within certain product
groups (ie near 10% for |adies wear, 14% for household goods and
13.5% for hone textiles sales in the United Kingdom. Mil order
is therefore a market of a significant size wthin certain
categories of products.

15. For the conbination of these reasons, it is considered that
for the purposes of this decision retailing through catal ogue nai
order in the United Kingdom constitutes a relevant market within
whi ch to assess the econonic inpact of the proposed acquisition.

Hori zontal aspects

16. OTTO VERSAND i s one of the | eading nmail order houses in the
Community. It has an inportant presence in several Menber States:
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it is anmong the two |argest mail order conpanies in Germany, wth
a market share of 18.4% the other major mail order conpany being
Quelle. It also has subsidiaries in the Netherlands (market share
of 8.4%, France (23.2%, Italy (799, Belgium (1999 and Spain
(12.9%. However, its presence in the United Kingdom has been
m nimal so far; the market share held by its joint venture, Rai nbow
Home Shopping, is less than 1% of mail order sales. Rai nbow s
sales (amobunting to 6 mllion Ecu) are derived from the fashion
speci al ogue "Toget her".

17. OTTO VERSAND s acqui sition of GRATTAN, while allowing it to
take a strategic foothold on the United Ki ngdommarket, inplies an
overlap of activities in the United Ki ngdomwhich is insignificant
from a conpetition point of view Both prior to and upon
conpl eti on of the proposed concentration, GRATTANwi || be only the
fourth largest mail order conpany in the United Kingdom with a
mar ket share of around 12%

An exam nation of nmail order sales in each category of main
product groups confirms this view.  GRATTAN achieves nost of its
turnover in the following product groups: |adies wear, hone
textiles, sports goods, nenswear and furniture. |In none of these
product groups does the market share rise beyond 16% of the nai
order market.

18. Nei ther OITO VERSAND, through its Rainbow Home Shopping
busi ness, nor CRATTAN hold a domi nant position prior to the
proposed concentration. Even upon conpletion of the transaction
t he conbi ned market share of the two conpanies will remain |ess
than half of those of the two |argest conpetitors on the United
Ki ngdom market (Geat Universal Stores and Littlewods), the
proposed concentration wll not lead to the <creation or
strengt hening of a dom nant position on this market.

Vertical aspects

19. An effect on conpetition could arise from the purchasing
power of the nerged entity vis-a-vis its suppliers. |In order to
exam ne the vertical aspects of the concentration, the distinction
between mail order and other retail distribution channels is not
relevant since there is no reason to presune that suppliers would

have to adapt their production specifically for mail order
conpani es.
20. For this reason, therefore, it is appropriate to consider

total retail sales in each product group as an adequate franmework
within which to assess the vertical aspects of the concentration.
OTTO VERSAND and GRATTAN s shares of the total retail sales in each
of their respective main product groups range for OITO VERSAND
between 2. 3% (sport) and 4.1% (|l adies wear) in Germany and bet ween
1.3% (furniture) and 10.7% (hone textiles) in France, and for
GRATTAN between 0.4% (furniture) and 2.1% (hone textiles) in the
United Kingdom The wvertical inplications of the proposed
concentration seem therefore, to be mnor.

Barriers to entry

21. Apart fromthe fact that the market is mature and prospects
of growmh in the United Kingdomare negative in the short to nmedi um
term no major economc barriers to entry have been identified.
Maj or retail groups, inparticular, retain sufficient possibilities
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to enter the narket. Since the proposed acquisition does not
create or strengthen a dom nant position, it does not raise further
significant barriers to entry.

V. FINAL ASSESSMENT

22. Based upon t he above findi ngs the Conm ssion has cone to t he
concl usion that the proposed concentration does not raise serious
doubts as to its conpatibility with the common market.

* *

For the above reasons the Comm ssion has deci ded not to oppose the
notified concentration and to declare it conpatible with the conmobn
market. This decisionis adopted in application of Article 6(1)(b)
of Council Regul ation No. 4064/ 89.

For the Comm ssion,

TEXTE RECONSTI TUE ELECTRONI QUEMENT / ELECTRONI CALLY RE- CREATED
TEXT / ELEKTRONI SCH NACHGEBI LDETER TEXT



