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Notifying Party

Dear Sirs,

Subj ect: Case No. |1V/M80 - LA REDOUTE/ EMPI RE

w =

Notification of 25.03.1991 pursuant to Art. 4 of
Counci| Regul ati on No. 4064/ 89

The above notification concerns a public bid announced on
20.03. 1991 by LA REDOUTE CATALOGUE S. A. ("REDOUTE") to acquire
the entire issued share capital of EMPI RE STORES GROUP PLC
("EMPIRE"), or at least nore than 50%t her eof .

After full exam nation of the notification, the Comm ssion has
cone to the conclusion that the notified transaction falls
within the scope of Council Regulation No. 4064/89 (Merger
Regul ation) and does not raise serious doubts as to its
conpatibility wth the comon narket.

CONCENTRATI ON

The notified transaction is a two-step acquisition of direct
control of EMPIRE by REDOUTE through (i) the purchase of a
shar ehol di ng of about 12% of The G eat Universal Stores Plc,
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t hereby i ncreasi ng REDOUTE' s sharehol ding in EMPI RE from about
25% to close to 38% Under the City Take Over Code, this
transaction triggered in itself the second step of the
acquisition, nanely (ii) the purchase of shares in EMPIRE by
means of a public bid (announced on 20.03.1991) ained at
enabl i ng REDOUTE to acquire nore than 50% of the share capita
and voting rights in EMPIRE, thus establishing control wthin
the neaning of Articles 3(1)(b) and 3(3) of the Merger
Regul ati on.

Under these circunstances it is not necessary to deci de whet her
REDOUTE' s acqui sition of shares fromG eat Universal Stores Plc
bri ngi ng REDOUTE' s sharehol ding in EMPI RE t o about 38% al r eady
established control within the neaning of Article 3(3) of the
Merger Regulation, since at least this shareholding taken
together with the public bid will result in such control.

THE PARTIES TO THE CONCENTRATI ON

The main business of REDOUTE is the retailing of non-food
products through catal ogue mail order. It operates in a nunber
of Menber States, including France, Bel gium Italy and Portugal .
It al so operates, through agencies or co-operation agreenents,
in the United States and Hong Kong.

REDOUTE i s a whol | y owned subsi di ary of the French conpany, S. A
La Redoute, which in addition to the business activities
menti oned above is engaged in credit financing and insurance
activities, as well as sone relatively m nor businesses such as
the operation of 2 chains of retail outlets and a nessage and
parcel delivery service. S. A La Redoute is controlled by the
French retailing group AU PRI NTEMPS whi ch owns cl ose to 55% of
the shares in S. A La Redoute.

The Swi ss MAUS NORDVANN GROUP ("MNG'), the ultimate parent of
which is MAUS FRERES S. A, holds nore than 55% of the voting
rights in AU PRINTEMPS, thus controlling the latter within the
meani ng of Article 3 of the Merger Regul ati on. The mai n busi ness
of MNG is retailing through stores, property devel opnent and
hot el managenent. Apart fromits indirect interests i n REDOUTE
MNG has no interests in the mail order sector. MG has no
interests in the production of retail products, nor does it,
apart fromits interests in AU PRINTEMPS, have activities in
ot her countries but Switzerland and the United States.

EMPIREis apubliclimted conpany, the nmain business activities
of which are non-food retailing through catal ogue mail order and
the broking of insurances. It has no activities outside the
Uni ted Ki ngdom

COVMUNI TY DI MENSI ON

In their respective latest financial years, the conbined
aggregate worl dw de turnover of MG and EMPI RE exceeded 5, 000
mllion Ecu. MNG and EMPIRE neet the requirenents of Article
1(2)(b), each of them having an aggregate Comunity-w de
turnover of nore than 250 mllion Ecu, of which not nore than
two-thirds was achieved in one and the sanme Memnber State.
Consequently, the proposed concentration has a Comunity
dinmension within the nmeaning of Article 1(2) of the Merger
Regul ati on.
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V. COMPATIBILITY WTH THE COMVON NMARKET

REFERENCE NMARKET

10.

11

12.

This case concerns the retailing of non-food products
t hrough catal ogue mail order in the United Ki ngdom

REDOUTE submits that the relevant product narket is the
retailing of non-food products through catalogue nail order.
I ndeed, catalogue nmil order presents a nunber of specific
characteristics when conpared to other forms of retailing which
indicate that, in general, catalogue nail order may constitute
a distinct market within the total retail sector:

- consuners make their choice froma catal ogue at hone, not in
the presence of the seller, and have the possibility of
i nspecting and approving the goods over a period of tine,
typically 10-14 days;

- consuners are entitled to have the goods delivered to their
home and to return the goods at the expense of the conpany
and to be reinbursed in full;

- a segnent of the population has no alternative to hone
shoppi ng, either because the goods are not available in
certainisol ated areas or because certain consuners may have
difficulties in leaving their houses, such as disabled and
el derly peopl e;

- mai | order conpanies are organi sed and nmanaged in a quite
di fferent manner conpared to other types of retailing. They
require extensive use of conputers and conmunications
net wor ks, | ar ge-scal e war ehousi ng facilities and
particularly efficient nethods and neans of delivery and
return of goods;

-  while mail order conpani es nust position thenselves in line
with the retail sector as a whole, their pricing is subject
to specific constraints. |In particular, prices have to be
fixed in advance of publication and for the entire |ifespan
of the catal ogues, which are generally issued only once or
twce a year (the costs associated with the printing,
di stribution and pronoti on of catal ogues nay represent up to

8% of turnover). Al t hough subsequent discounts on the
cat al ogue price may be offered for individual itens through
additional leaflets, mail order conpanies have |ess

flexibility to adjust their prices, nationally or locally,
than for instance high street shops.

There are indications that the mail order market is still to
a broad extent of a national character. The nost inportant
product groups distributed through the conpani es concerned
are | adies' wear, nmenswear, children's clothing, household
textiles and other household products (including white

goods, furniture, |lighting and other hone decoration
products). For these products the retail market is at nost
nati onal . The sanme applies for catalogue nmil order

services for the foll ow 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 delays associated wth the
pl acing of i nt ernati onal orders and international
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di stribution of individual packages, renders direct cross-
border trading economcally inpractical;

conpanies wth activities in different countries have
confirmed that for the tine being local facilities, separate
catalogues with their own range of products and l|ocally
adapted pricing policies are necessary;

there are appreciabl e di fferences anong Menber States in the

stage of developnent of mail order. Mail order in the
United Kingdomis a mature market, perhaps even declining.
By contrast, in Spain, Italy and Portugal, mail order is

general |y considered to be a nascent business with prospects
for grow h.

This is confirmed in relation to the United Kingdom by the
fol | ow ng:

up torecently in the United Kingdomonly donesti c operators
have been present;

in the United Kingdom catal ogue prices are inclusive of
credit facilities. Credit is generally available to nail
order custoners at no perceived cost over a |ong period of
time (up to 50 weeks);

furthernore, mail order in the United Kingdom presents
anot her specific characteristic, nanely the agency system
which is not found, at least to the sane extent, in other
Menmber States. Agents account for an estinmated 70-80% of
mail order sales in the United Kingdom The mail order
conpanies send catalogues to agents who act as
i nternmedi ari es between the conpany and its custoners. The
agent receives a conm ssion of about 10-12%on all purchases
made by his/her custoners. The typical agent is also a
custoner of the mail order conpany or conpani es whi ch he/ she
serves and does not have the status of an enpl oyee;

sales through the agency system lead to a nmil order
conpany/ customer relationship which is different fromthat
noted by nost continental mail order conpanies which send
their catalogues directly to their custoners. In particul ar,
t he agency system appears to encourage returns, which again
have si gni fi cant consequences at different | evels (accounts,
i nventori es managenent, post, costs, etc). The return rate
in the United Kingdomis around 30-32% whereas it is only
around 14-15% i n France;

in the United Kingdom the presence of agents is of
particul ar i nportance for pricing wwthin mail order. Agents
may simultaneously work for nore than one nmil order
conpany. In such circunstances, t herefore, price
conpari sons between di fferent catal ogues are critical. More
generally, the main concern of mamil order conpanies is to
remain price conpetitive in relation to each ot her

there are indications that prices charged by mail order
conpanies in the United Kingdomtend to be hi gher than t hose
charged by high street shops in general, in particular in
view of the differences in costs (catal ogues, conm ssion
paid to agents, credit plus delivery).
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Al t hough mail order represents a very small fraction of
total non-food retail sales (ranging from11l.4%in Italy to
7% in Germany), 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 honme textiles
sales in the United Kingdom. Mail order is therefore a
mar ket of a significant size wthin certain categories of
pr oduct s.

For these reasons, it is considered that for the purposes of
this decision retailing through catal ogue mail order in the
Uni ted Ki ngdomconstitutes the market wi thin which to assess
the econom c inpact of the proposed acquisition.

HORI ZONTAL ASPECTS

16.

REDOUTE is one of the leading mail order houses in the
Community with market shares of 7,2% It has an inportant
presence in several Menber States: it is the largest nail
order conpany in France, with a market share of 22,4% It
has, al so, subsidiaries in Bel gium(market share of 22,4%
Portugal (25%, Italy (14% and Spain (0,4% . However, its
presence in the United Kingdom has been nonexi stent, apart
fromits abovenenti oned sharehol di ng i n EMPI RE whose mar ket
share amounts to 7% REDOUTE' s acqui sition of EMPIRE i nplies
no overlap of activities in the United Ki ngdom The proposed
concentration does not, therefore, create or strengthen a
dom nant position on this market.

VERTI CAL ASPECTS

17.

18.

19.

In order to examine the vertical aspects of the
concentration, in particular wwth regard to the increased
purchasing power of the nmerged entity vis-a-vis its
suppliers, 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.

It is therefore appropriate to consider total retail sales
i n each product group as an adequate franmework w thin which
to assess the vertical aspects  of the proposed
concentration. Taking into account all retail activities of
the AU PRINTEMPS G oup, narket shares in France are as
follows: wonen's wear 9.6% nenswear 6.6% children's
clothing 6.9% household textiles 7.9% and ot her househol d
products 3.1% Market shares on the United Ki ngdom ret ai

market for EMPIRE are insignificant (less than 1%. It
follows from this that the vertical inplications of the
proposed concentration in terns of market shares wll be
m nor .

Furthernore, the consolidated accounts of the AU PRI NTEMPS
G oup show costs of goods sold to be FF 18.406 mllion (ECU
2.662 mllion). EMPIRE' s purchases anount to £ 137 mllion
(ECU 196 m Ilion), increasing the purchasi ng power of the AU
PRI NTEMPS G oup with 7,4% However, seen in terns of the
val ue of the global trade of the products in gquestion, the
i ncrease of the purchasing power of the AU PRI NTEMPS G oup,

as a result of the acquisition of EMPIRE, will hardly be
measurable. In view of these facts, the concentration is
not likely to create or strengthen a dom nant position on

t hese affected narkets.



BARRI ERS TO ENTRY

20.

V.

21.

Apart fromthe fact that the market is mature and prospects
of growh in the United Kingdomare negative in the short to
mediumterm no major economic barriers to entry have been
identified. Major retail groups, in particular, retain
sufficient possibilities to enter the market. Since the
proposed acquisition does not create or strengthen a
dom nant position, it does not raise further significant
barriers to entry.

FI NAL ASSESSMENT

Based upon t he above findi ngs the Conm ssi on has cone to t he
conclusion that the proposed concentration does not raise
serious doubts as to its conpatibility with the comon
mar ket .

* *

For the above reasons the Comm ssion has deci ded not to oppose the
notified concentration and to declare it conpatible with the conmobn

mar ket .

This decision is 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



