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Rewe/Adeg — Food for thought — Austrian markets for daily 
consumer goods

Michael KÖNIG, Yvonne SIMON, Emmanuel TERRASSE and Sandra KIJEWSKI (1)

�.  Introduction (�)
The Rewe/Adeg merger case concerned the Aus-
trian markets for the retail sale of daily consumer 
goods and the respective procurement markets. It 
raised a number of interesting legal and economic 
issues. In particular, the Commission had to assess 
whether and to what extent discount chains effec-
tively constrain full-range supermarkets in Aus-
tria. Also, the Commission clarified the circum-
stances under which strength on procurement 
markets may harm end-customers.

In 1999 the Commission had already taken a close 
look at the Austrian daily consumer goods mar-
kets when it assessed the merger between Rewe 
and Meinl (2). In the recent case of Rewe/Adeg the 
Commission found that the competitive landscape 
had changed in that discounters, in particular the 
discount chain Hofer (Aldi group), have become 
stronger than at the end of the 1990s. Apart from 
that, the Commission found that this time the tar-
get was a weak player. However, due to the parties’ 
strength in some Austrian districts the Commis-
sion was not able to rule out the possibility that 
their combined strength in these districts might 
influence Rewe’s national price setting and conse-
quently overall price levels in Austria. Since Rewe 
offered commitments reducing local strength the 
Commission concluded that competition would 
not be significantly impeded on the retail market 
because of the merger.

Concerning procurement, the Commission found 
that Rewe was already a strong player in many pro-
curement markets and that Adeg did not appreci-
ably increase Rewe’s strength on the procurement 
side. In the case at hand, the Commission found 
that strength on the procurement side was likely 
to be beneficial for consumers since it could be 
expected that Rewe would have to pass on any 
improved purchasing conditions to consumers.

�.  The parties and the operation
Rewe is a German-based group active in food and 
non-food wholesale and retail, travel and tour-

(1) Directorate-General for Competition, units 02, B-3 
and F-4. The content of this article does not necessa-
rily reflect the official position of the European Com-
mission. Responsibility for the information and views 
expressed lies entirely with the authors.

(2) Commission decision of 3 February 1999, Case M.1221 
Rewe/Meinl.

ism in a number of European countries. In Aus-
tria, Rewe is active in food and non-food retail. 
It has only marginal activities in food and non-
food wholesale in Austria. Apart from that, Rewe 
is active on the Austrian procurement markets as 
a purchaser of food and non-food products.

In Austria, Rewe operates 1 000 supermarkets 
under the brand name Billa, 108 hypermarkets 
under the brand name Merkur and 258 discount 
stores under the brand name Penny.

Adeg is active in food and non-food wholesale 
and retail in Austria. It has three own wholesale 
distribution centres and 19 cash & carry stores. In 
the retail market it operates 83 own retail shops, of 
which 15 are hypermarkets under the brand name 
Magnet. In addition, it supplies 582 shops that 
belong to independent Adeg merchants.

Pre-merger Adeg was owned by the independent 
Adeg merchants’ organisation AÖGen (37.6%), 
Edeka Chiemgau (37.5%) and Rewe, which held a 
minority shareholding of 24.9% (3).

The notified transaction consisted in the acquisi-
tion of sole control by Rewe over Adeg through 
the acquisition of shares. Rewe bought all of 
Edeka Chiemgau’s shares and part of AÖGen’s 
stake, corresponding to 12.6% of the equity. As 
a result, Rewe owned 75% of the shares, giving it 
sole control over Adeg. AÖgen retained 25% of the 
shares.

3.   Retail market for daily consumer 
goods

The relevant product market
In recent cases concerning the Czech and Polish 
markets, the Commission defined the retail 
market for daily consumer goods as compris-
ing ‘all modern distribution channels’ including 
supermarkets, hypermarkets as well as discount 
chains (4). In earlier cases, in particular Rewe/

(3) In 2002 the Commission cleared the acquisition of sole 
control by Edeka over Adeg (Case M.2739). In 2006, 
Rewe acquired the minority shareholding in Adeg and 
entered into supply and other agreements with Adeg. 
The minority shareholding and the agreement did not, 
in the view of DG Competition, give Rewe control over 
Adeg.

(4) M.4590 Rewe/Delvita; M.4522 Carrefour/Ahold Polska.
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Meinl, the question was left open (5). Concerning 
other retail formats such as specialised outlets, 
petrol station shops, cash & carry stores etc. the 
Commission found that these retailers are active 
in separate markets (6).

The Commission carried out a market investiga-
tion to examine to what extent the different retail 
formats in Austria compete with each other. In 
particular, it was examined whether discounters 
form part of the relevant product market.

The Commission found that in discount stores, in 
particular ‘hard discounters’ that offer only a very 
limited range of branded goods, the number of 
different goods offered is much lower than in full-
range supermarkets. However, the market investi-
gation shows that the hard discounters (Hofer, Lidl) 
in principle sell the full range of daily consumer 
products including fresh products. It is the choice 
within the product range that is more limited in 
discount shops than in full-range supermarkets. 
‘Soft’ discounters, like Rewe’s chain Penny, offer 
a broader range of branded goods than hard dis-
counters and have a higher number of diversified 
articles on their shelves.

As to competitive constraints exercised by dis-
counters, the market investigation indicated that 
in principle all competitors monitor price moves 
by discounters. Also, it revealed that Rewe and its 
most important competitor Spar Austria are con-
sidered to be constrained by the hard discounter 
Hofer. It was confirmed that most competitors 
would react to price reductions by discount-
ers, and that they gain customers if a discounter 
increases prices.

In addition, discounters have increased sales at 
the expense of full-range supermarkets. In this 
context the Commission referred to the fact that 
according to AC Nielsen the market share of the 
discounters Hofer and Lidl in the market for daily 
consumer goods increased in the period between 
1995 and 2007 from approx. 11% to approx. 24%. 
This suggests that discounters do indeed constrain 
full-range supermarkets.

The Commission also examined how the turnover 
of Rewe outlets developed when the discounter 

(5) Whether discounters are to be included in the product 
market was left open in Cases COMP/M.1684 Car-
refour/Promodes, para 12 and COMP/M.1221 Rewe/
Meinl, para 17. In Case COMP/M.3905 Tesco/Carrefour, 
para 12, the market investigation confirmed that with 
regard to pricing policy hypermarkets seem to be closer 
to discount stores than supermarkets.

(6) E.g. the Commission’s decisions in Cases IV/M.784 
Kesko/Tuko, paras 19, 20; COMP/M.1221 Rewe/Meinl, 
paras 12, 16; COMP/M.1684 Carrefour/Promodes, para 9 
and M.3646 Kesko/ICA/JV, para 10 et seq., in which the 
product market definition was left open.

Hofer entered a local market. Rewe submitted 32 
examples for the years 2006 and 2007 showing that 
the sales of the nearest Billa shop decreased in the 
six months after the opening compared with the 
six months before the opening of the Hofer outlet. 
This points to a competitive constraint by the hard 
discounter Hofer.

The market investigation indicated, however, that 
hard discounters exercise less pressure on full-
range stores than so-called soft discounters that 
offer branded products. Hard discounters exer-
cise competitive pressure first on the private label 
products. The market data indicated that full-
range supermarkets react immediately to price 
movements with their private label products but 
also with other relatively low priced ‘entrance 
products’.

The Commission considered that, with some delay, 
the price reaction also affects prices for branded 
products. This is because higher prices for branded 
goods can only be maintained if their image or 
their quality differs substantially from private 
label products. However, to the extent that private 
label or entrance price products represent substi-
tutes for branded products, a price reduction for 
the entrance price product exercises competitive 
pressure on branded goods in a supermarket (7). 
It is quite possible that some customers consider 
certain branded goods as not at all interchange-
able with private label products. However, some 
customers will consider switching to unbranded 
products if the price discrepancy between the two 
products increases in the long term. A large dura-
ble difference in prices therefore makes it difficult 
for sellers of branded products to justify and/or 
maintain the high price compared with the non-
branded goods. In addition, supermarkets increas-
ingly position private label products similarly to 
branded goods. This blurs the borders between 
manufacturer and private label products.

On the basis of this competitive interaction 
between discounters and full-range supermarkets 
it was justified to consider all types of discount-
ers in Austria as part of the retail market for daily 
consumer goods. The Commission therefore found 
that the relevant product market comprises sales 
by supermarkets, hypermarkets and discounters.

The relevant geographic market
The geographic scope of retail markets for daily 
consumer goods is delineated by the boundaries 

(7) The Commission found a similar effect in Case M.4533 
SCA/P&G European Tissue Business, concerning the 
Austrian market for tissue paper: branded articles lose 
market shares if they do not react to the lower prices of 
private label products.
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of a territory where the outlets can be reached 
easily by consumers. The Commission generally 
applies a radius of approximately 20 to 30 minutes 
driving time (8). However, the geographic market 
may be larger, for instance, where different local 
areas are connected in such a way that they result 
in overlapping circles (9). Under these circum-
stances competitive conditions typically do not 
differ from one area to another and therefore do 
not represent a separate geographic market.

In the Rewe/Meinl case the Commission defined 
the Austrian retail market as national. The Com-
mission argued that there are many overlapping 
areas and that the big market players cover the 
whole inhabitable part of Austria. Also, the Com-
mission found that all competitors offered an 
identical or similar range of products throughout 
Austria, that they advertised their products coun-
try-wide and that prices did not differ appreciably 
from one part of Austria to another.

In the Rewe/Adeg case the investigation showed 
that most competitors set their prices uniformly 
for the whole company and for the whole of Aus-
tria, and that there are no significant regional or 
local differences in retail prices, which are compa-
rable all over Austria. As a result, the Commission 
confirmed the findings of Rewe/Meinl as far as the 
geographic scope of the market is concerned and 
considered that the geographic market for retail of 
daily consumer goods is national.

Assessment

Market shares

Based on a market survey by AC Nielsen (10) the 
market shares for 2007 on the Austrian market for 
the retail sale of daily consumer goods are as fol-
lows:

Companies  Market share 
Rewe 29.7%
Spar 27.9%
Hofer 19.6%
Adeg  5.4%
ZEV Merchants  5.1%
Zielpunkt  4.5%
Lidl  3.2%
MPreis  2.7%
Any other business  < 2%
Total market value €15 961 million

(8) E.g. decisions in Cases IV/M.1085 Promodes/Cat-
teau, para 14, COMP/M.1221 Rewe/Meinl, para 18 and 
COMP/M.1684 Carrefour/Promodes, para 24.

(9) E.g. see COMP/M.1221-721 Rewe/Meinl, para 18 and 
COMP/M.1684 Carrefour/Promodes, para 25.

(10) AC Nielsen data include non-food products.

Taking into account recent shop closures and sales 
of Adeg shops, Adeg’s overall market share falls 
below 5% (11). The revised combined market share 
for Rewe/Adeg was thus [30-35]%. In comparison 
to the Rewe/Meinl case, the market shares of Rewe 
and its most important competitor Spar Austria 
remained stable while the market share of the 
hard discounters (Hofer and Lidl) increased sig-
nificantly — between 1998 and 2007 from 11.7% 
to 23.8%.

Therefore, the combined market shares remained 
moderate after the merger, and there are a number 
of important competitors, so that the market 
shares as such do not give rise to competitive con-
cerns.

Low competitive pressure from Adeg

The market investigation pointed towards par-
ticularly low competitive pressure from Adeg. The 
prices in Adeg shops were perceived as the highest 
in the market. A price comparison carried out by 
the Austrian Arbeiterkammer based on a basket of 
products showed that Adeg was the most expen-
sive supermarket chain in Austria. This result is 
also confirmed by AC Nielsen data when compar-
ing the prices of all products sold in Rewe, Spar 
Austria, Zielpunkt and Adeg own stores (i.e. with 
the exception of the independent merchants for 
which AC Nielsen did not have individual price 
data). As regards the independent Adeg merchants 
the data provided by Rewe indicates that most of 
the Adeg merchants follow the price recommen-
dation by Adeg. It should also be noted that Adeg 
has lost half of its market share in Austria over the 
last ten years (12).

The fact that Adeg hardly constrained Rewe was 
further illustrated by the effect on Rewe’s sales 
in the event of Adeg shop closures. The turnover 
data submitted to the Commission showed that 
the sales of Rewe outlets scarcely increase after an 
Adeg shop closure.

Furthermore, Adeg shops are, with the exception 
of the Magnet hypermarkets, often local supply 
supermarkets in rural areas. In contrast, Rewe’s 

(11) Adeg’s market share results from sales by Adeg own 
stores as well as those by independent Adeg merchants. 
Rewe agued that the independent merchants should not 
be included for the calculation of Adeg’s market shares 
since Adeg was not able to control the merchants. Howe-
ver, the Commission established that there are several 
linkages (the merchants being a shareholder in Adeg, 
cooperation agreements, supply relationships, loans, 
etc.) which lead to the conclusion that the Adeg mer-
chants cannot be considered as a competitive constraint 
on Adeg but should be included in Adeg’s market share.

(12) Adeg’s market share amounted to 11.3% in 1996 and was 
only 5.4% in 2007 (AC Nielsen data). 
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Billa stores are supermarkets that are mostly 
located in urban areas. Rewe’s hypermarket chain 
Merkur or its soft discounter Penny Adeg could be 
regarded even less as comparable in terms of size, 
price and typically also location.

In view of the above, the Commission arrived at 
the conclusion that Adeg exercised low competi-
tive pressure on Rewe in the Austrian retail mar-
ket for daily consumer goods.

Buyer power

The merger leads to higher purchase volumes for 
Rewe. This can lead to improved buying condi-
tions. Improved buying conditions may harm 
competition by giving a company the ability to 
behave independently of its competitors (13).

The Commission’s market investigation did not 
support a significant purchasing advantage for 
Rewe. The investigation in fact showed that Rewe 
already had a strong buying position in Austria 
pre-merger and that the acquisition of Adeg did not 
lead to appreciable additional leveraging power on 
the part of Rewe. Most suppliers explicitly stated 
that they would not accept any demands for price 
reductions from Rewe and that they expected to 
be able to sell to other customers. Consequently, 
the Commission considered unilateral effects 
resulting from increased buying power unlikely. 
The situation concerning buyer power is further 
dealt with below in the context of procurement 
markets.

Price increases due to strength at district level

Despite finding a national geographic market, the 
Commission assessed the competitive situation 
at the level of the 121 Austrian political districts 
in order to establish whether Rewe might be able 
to avoid substantial market share losses following 
a price increase due to local strength of the com-
bined entity. The Commission considered that, in 
the districts in which Rewe and Adeg are particu-
larly strong, influence on national price setting 
by Rewe could not be ruled out since Rewe might 
be able to compensate market share losses due to 
price increases by the higher revenues in regions 
where it is particularly strong.

On this basis, the Commission applied a filter to 
determine the districts where the combined entity 
would be substantially stronger than at national 
level. According to this filter districts were deemed 
critical where the combined turnover share 
exceeded 45% with an increase in turnover due to 

(13) Commission guidelines on the assessment of horizontal 
mergers, OJ C 31, 5.2.2004, p. 5, at para 62.

the merger, or where the combined turnover share 
was between 35% and 45% and with an overlap of 
at least 5% due to the merger.

It has to be emphasised that these ‘thresholds’ did 
not represent market shares and were not sup-
posed to give guidance on whether the Commis-
sion considers market shares likely or unlikely to 
raise competition concerns. The purpose of the 
turnover share at district level was to establish the 
regions in which the merging parties are stronger 
than at national level. The thresholds were a tool 
to evaluate any risk of influencing price setting in 
the national market.

On this basis, the Commission found 24 critical 
districts. The 24 districts represented a very sub-
stantial part of Rewe’s retail turnover in Austria 
and corresponded to a population share of approx-
imately 20%. The Commission therefore could not 
rule out in phase I of the merger procedure the 
possibility that strength at district level might 
influence national price setting since Rewe might 
be able to compensate market share losses in other 
districts by increased prices in the districts where 
it was particularly strong. The Commission there-
fore had serious concerns that the merger could 
cause a significant impediment of effective com-
petition on the Austrian retail market.

The commitments

In response to the Commission’s findings in 
phase I, Rewe committed to reducing the com-
bined turnover shares below the critical level in 
the affected districts through the divestiture of 
Adeg-owned shops in the relevant districts and to 
using its best efforts to make a sufficient number 
of Adeg merchants leave the Adeg network. In 
the event that too few merchants left the Adeg 
network, Rewe made a commitment to sell Rewe 
outlets instead. The Commission was satisfied that 
the general reduction of the position of Rewe and 
Adeg by the commitments eliminated all poten-
tial competition concerns due to unilateral effects 
on the retail market.

Coordinated effects

It should be mentioned that in the market inves-
tigation the Commission found very high trans-
parency regarding the price setting of the different 
market participants. AC Nielsen provides detailed 
price information on a monthly basis for a very 
high number of products sold by the major market 
players. The Commission arrived at the conclu-
sion that the merger would not result in any sig-
nificant change regarding this price transparency. 
In addition, the market investigation made it clear 
that Adeg did not play a role in the retail market 
such that potential coordination between the two 
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market leaders Rewe and Spar Austria would be 
noticeably facilitated as a consequence of Adeg’s 
disappearance. Moreover, the merger would lead 
to increased asymmetry of the market shares of 
Rewe and Spar Austria, which reduced the incen-
tive for possible coordination. Consequently, the 
Commission considered that the merger would 
not trigger coordinated effects on the retail mar-
ket.

4.  Procurement markets

The product market
Procurement markets cover the sale of daily con-
sumer goods of producers to wholesale dealers, 
retailers (in particular supermarkets) or other 
companies (14). As in previous cases the Com-
mission considered that separate procurement 
markets exist for different product categories, in 
order to take into account the fact that produc-
ers usually manufacture an individual product or 
an individual product category, and that therefore 
the flexibility to switch to alternative products 
for these producers is limited. In the Rewe/Meinl 
decision the Commission determined 19 product 
categories. The same categories were examined in 
the case of Rewe/Adeg.

The geographic market
The exact geographical market definition of the 
procurement markets could be left open, since — 
even on the basis of the narrowest (national) market 
definition — the merger did not impede effective 
competition.

Assessment
The Rewe/Meinl decision mentions a threshold of 
22% market share for when a customer becomes 
unavoidable, a ‘must have’, for a supplier. When 
looking at the share of purchases by the retailers 
of daily consumer goods, Rewe was already pre-
merger a ‘must have’ customer for many suppli-
ers.

Despite this, in the market investigation many 
suppliers explicitly stated that the merger was not 
a source of concern for them since the acquisition 
of Adeg would not appreciably increase Rewe’s 
power. It should be noted that this was the case 
also for suppliers whose addresses the Commis-
sion received from competitors of the parties.

It is also worth noting that even those few suppli-
ers or suppliers’ organisations that expressed con-
cerns about the procurement side of the merger 
did not consider that prices for end-consumers 

(14) M.1221 Rewe/Meinl, para 75 et seq. 

would rise as a result of the merger or that choice 
for end-customers would be reduced. In fact, most 
respondents actually expected a strengthening of 
competition on the downstream market should 
Rewe be able to achieve better purchasing condi-
tions.

This situation led the Commission to reiterate its 
position, as expressed in the guidelines on the 
assessment of horizontal mergers (15), that buyer 
power may be beneficial for competition where 
it lowers input costs without restricting down-
stream competition or total output. As long as 
powerful buyers are constrained to pass on the 
improvement of their purchasing conditions to 
the end-consumer, buyer power is beneficial for 
consumers.

That the acquisition of Adeg by Rewe did not 
restrict downstream competition was ensured by 
the commitments submitted. However, the Com-
mission still had to assess whether the merger 
could lead to an output reduction or whether 
Rewe was likely to use its buyer power to foreclose 
its rivals on the retail market (16).

Output restriction

Buyer power can be harmful for end-customers 
when the pressure of a powerful buyer leads to 
a situation where suppliers prefer not to sell at a 
lower price but choose to supply lower quantities. 
As a consequence total output can be reduced and 
this can lead to price increases at the downstream 
level.

However, if end-customers have sufficient pos-
sibilities to switch to other suppliers the strategy 
of the powerful buyer is defeated since this buyer 
loses customers in the downstream market. In the 
Rewe/Adeg case a sufficient number of alternative 
supermarkets remain, which can serve additional 
customers; this also means that suppliers would be 
able to sell more to these alternative supermarkets 
and the total output in the market would remain 
the same. Therefore the Commission concluded 
that the merger would not give rise to competitive 
concerns as a result of potential output restric-
tions.

Foreclosure

Better purchasing conditions may enable a power-
ful buyer to undercut its competitors in the down-
stream market and drive these competitors out of 
the market. This can result in reduced competition 
at the downstream level and, as a consequence, 

(15) Commission guidelines on the assessment of horizontal 
mergers, OJ C 31, 5.2.2004, p. 5, at para 62.

(16) Foreclosure is mentioned as a potential source of harm 
in para 61 of the Commission guidelines.
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harm end-customers. In this context a so-called 
‘waterbed effect’ is very often also mentioned. The 
waterbed effect assumes that purchase prices will 
increase for the powerful buyers’ competitors at 
the downstream level, since the suppliers would 
recoup the better purchasing conditions given 
to the powerful buyer by raising prices for the 
smaller buyers.

The waterbed effect is proven neither in reality nor 
in economic theory. In any event, several argu-
ments speak against the ability for Rewe to drive 
its competitors out of the retail market. First of 
all, Rewe is already a strong buyer pre-merger. The 
acquisition of Adeg does not add much to Rewe’s 
pre-existing buyer power and the vast majority 
of suppliers stated that they would not give bet-
ter purchasing conditions to Rewe following the 
merger. Moreover, while some respondents indi-
cated that intensity of competition on the down-
stream retail market was likely to increase after 
the merger, there were no plausible indications 

that major competitors would have to exit the 
retail market in the foreseeable future.

Accordingly, the Commission concluded it 
unlikely that the merger would lead to compe-
tition concerns on the market for retail of daily 
consumer goods on the basis of increased buyer 
power in the procurement markets.

5. Conclusions
The Rewe/Adeg case illustrates that in an environ-
ment of rising food prices the Commission closely 
examines whether concentrations in the retail sec-
tor may lead to detrimental effects for the Euro-
pean consumer. It is determined to take necessary 
measures, which have to be tailored and propor-
tionate regarding the particular case and the com-
petitive environment in the country concerned, in 
order to prevent potential anti-competitive effects 
in this sector while at the same time preserving 
efficiencies that lead to better conditions for the 
consumer.




