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Completed acquisition by Interserve plc of the 

facilities management business of Rentokil Initial 

plc (Initial Facilities) 

ME/6432-14 

The CMA’s decision on clearance under section 33(1) given on 29 May 2014. Full 

text of the decision published on 11 June 2014. 

Please note that the square brackets indicate figures or text which have been 

deleted or replaced in ranges at the request of the parties for reasons of 

commercial confidentiality. 

Summary 

1. On 18 March 2014, Interserve plc (Interserve) acquired the facilities 

management (FM) business (Initial Facilities) of Rentokil Initial plc (Rentokil) 

through the purchase of a combination of shares and assets. The Competition 

and Markets Authority (CMA) considers that the parties have ceased to be 

distinct and that the turnover test in section 23(1)(b) of the Enterprise Act 2002 

(the Act) is met. The CMA therefore believes that it is or may be the case that a 

relevant merger situation has been created.  

 

2. The parties notified the completed merger to the Office of Fair Trading (OFT)1 

on 31 March 2014. The administrative deadline for the CMA to make a decision 

on whether or not to refer the merger to a phase II investigation is 29 May 

2014. 

 

3. The parties overlapped in the provision of FM services in the UK. The CMA 

analysed the effects of the merger on the provision of FM services in the UK as 

a whole, and also taking into account the information received by it on how 

competition varies across certain segments and geographies. 

 

 

 
1 The Competition and Markets Authority (CMA) was established on 1 October 2013. By virtue of the Enterprise 
and Regulatory Reform Act 2013 and the Enterprise and Regulatory Reform Act 2013 (Commencement No 6, 
Transitional Provisions and Savings) Order, No 416 of 2014, the Office of Fair Trading’s merger control functions 
were transferred to the CMA on 1 April 2014. 
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4. The CMA considered whether it is or may be the case that the merger has 

resulted, or may be expected to result, in a substantial lessening of competition 

(SLC) in the provision of FM services in the UK. The CMA did not find this to be 

the case as regards horizontal effects, on the basis that the parties’ shares of 

supply are low and the merged entity remains subject to several significant 

competitive constraints. Similarly, the CMA found no concerns as regards non-

horizontal effects of the merger, on the basis that the parties’ shares of supply 

are low in all segments within FM services, and the lack of third party concerns. 

 

5. Accordingly, the CMA does not consider that it is or may be the case that the 

merger has resulted, or may be expected to result, in an SLC. 

Decision 

6. This merger will therefore not be referred under section 22(1) of the Act. 

Parties 

7. Interserve is engaged in a range of activities including support and FM 

services, construction and equipment services. Interserve focuses on providing 

FM services to the public sector and utilities, healthcare, retail and 

financial/professional services sectors and operates internationally.  

 

8. Initial Facilities comprises the FM services businesses of Rentokil, with 

operations in the UK, Ireland and Spain. It is focused on sectors including 

transport, industrial/manufacturing and finance/professional services. Initial 

Facilities’ UK turnover in 2012 was approximately £514 million. 

Transaction 

9. The parties entered into a share purchase agreement on 28 February 2014 and 

two business purchase agreements on 17 March 2014 relating to the purchase 

by Interserve of Initial Facilities for a consideration of £250 million. The 

transaction was completed on 18 March 2014. The parties formally notified the 

OFT (now the CMA) by providing a satisfactory submission on 31 March 2014 

and the administrative timetable expires on 29 May 2014.  

Jurisdiction 

10. Interserve and Initial Facilities are both enterprises. As a result of the merger, 

Interserve and Initial Facilities have ceased to be distinct, in that Interserve 

acquired full control over Initial Facilities. The UK turnover of Initial Facilities 
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exceeds £70 million, so the turnover test in section 23(1)(b) of the Act is 

satisfied.  

 

11. The merger was completed on 18 March 2014, so the parties did not cease to 

be distinct more than four months before the date of this decision. The CMA 

therefore believes that it is or may be the case that a relevant merger situation 

has been created. 

Frame of reference 

Product scope 

 

12. The parties overlapped in the provision of FM services. FM services cover a 

broad range of services and activities, including ‘hard’ FM services such as 

mechanical and electrical engineering and maintenance, heating, plumbing, fire 

and appliance testing, and ‘soft’ FM services such as catering, cleaning, 

couriers, laundry, post room, pest control, reception and security services.  

 

13. FM services contracts can be for a single service, multiple services or for all 

facilities-related services, known as ‘total facilities management’ (TFM). For a 

given customer, the service may be delivered at a single site or multiple sites. 

 

14. The parties submitted that the appropriate product frame of reference is the 

provision of all FM services. The CMA has considered whether the product 

market should be segmented according to: 

 

 the type of service delivered (including single services and TFM) 

 the industry sector of the customer 

 whether the customer requires national or local coverage. 

 

15. These different service categories may not be substitutes on the demand side 

(although it may be possible to substitute joint procurement of services or 

locations with separate purchasing). The CMA has therefore proceeded to 

consider whether they may be substitutable from a supply side perspective.2  

 

 

 
2 The CMA’s approach to aggregation on the basis of the response of suppliers is outlined in its Merger 
Assessment Guidelines, paragraph 5.2.17 et seq. 

https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
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16. In previous cases, the OFT has been provided with evidence that FM services 

should not be segmented by service type or sector because of supply-side 

substitution.3 However, in neither case was it necessary for the OFT to 

conclude on the product frame of reference. In the current case, the CMA 

received mixed comments from competitors on the speed with which it is 

possible to move resources between segments (including service, sector, and 

whether the contract is national or local) in response to changes in price, and 

the conditions of competition appear to vary, to an extent, across segments.4 

 

17. For the reasons set out above, the CMA’s competitive assessment therefore 

considers all FM within a single frame of reference, and also, on a cautious 

basis, considers narrower segments where it has received evidence that the 

competitive conditions may potentially differ from those for FM as a whole. 

Given the lack of competition concerns in this case under any frame of 

reference, it was not necessary for the CMA to conclude on whether the 

appropriate frame of reference is wider than the narrow segments considered. 

Geographic scope 

18. The parties submitted that the appropriate geographic frame of reference was 

the whole of the UK. The parties themselves and other large providers are able 

to tender for contracts in any part of the UK, either by delivering services 

themselves, or subcontracting.  

 

19. The OFT has previously found that the appropriate geographic frame was 

unlikely to be wider than the UK,5 because it is necessary for suppliers to have 

a significant UK base. The evidence received by the CMA from third parties in 

this case is consistent with this approach.  

 

20. In previous cases the OFT has received mixed evidence on the extent to which 

competition has regional or local elements.6 In the current case, the CMA was 

told by third parties that, in some instances, customers prefer providers to have 

an existing presence in the region in which the work is to be carried out. This 

suggests that some elements of competition may be local.  

 

21. However, despite the potential for competition to be local, the CMA notes that 

whether the transaction is assessed at a UK level or at a narrower regional or 

 

 
3 Anticipated acquisition by Carillion plc of Mowlem plc, OFT, 6 February 2005 and Anticipated acquisition by 
Carillion plc of Alfred McAlpine plc, OFT, 19 February 2008. 
4 See paragraph 30 below. 
5 Anticipated acquisition by Carillion plc of Mowlem plc, OFT, 6 February 2005. 
6 See Anticipated acquisition by Carillion plc of Mowlem plc, OFT, 6 February 2005, paragraph 22, and 
Anticipated acquisition by Carillion plc of Alfred McAlpine plc, OFT, 19 February 2008, paragraph 20. 
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local level (however defined) makes no material difference to the competitive 

assessment. For the purposes of the competitive assessment the CMA has 

assessed the transaction at a UK level. However, in the absence of competition 

concerns on any basis, it has not been necessary for the CMA to conclude on 

whether the geographic market is regional or wider.  

Conclusion on frame of reference 

22. In light of the above, the CMA has left open the question of whether the FM 

services market should be further segmented, but has assessed the merger on 

the basis of the provision of FM services in the UK as a whole, taking into account 

the information received by it on how competition varies across certain segments 

and geographies. 

Horizontal effects 

23. Horizontal effects can arise in a merger when a firm merges with a competitor 

that previously provided a competitive constraint, potentially allowing the merged 

firm to profitably raise prices unilaterally and/or degrade the quality of service 

offered to its customers compared with what would occur absent the merger.7 

24. The CMA considers below whether it is or may be the case that the current 

merger has resulted, or may be expected to result, in an SLC in the provision of 

FM services in the UK and in narrower segments and geographies. In doing so, 

it has examined evidence on shares of supply, competitive constraints in the 

market and the closeness of competition between the parties.  

 

 

 

 

 

 

 

 

 

 

 

 

 
7 See Merger Assessment Guidelines, paragraphs 5.4.1 to 5.4.12. 

https://www.gov.uk/government/publications/merger-assessment-guidelines
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Shares of supply 

25. Table 1 below sets out the parties’ and third parties’ estimated shares of supply 

for the provision of FM services in the UK.  

 

Table 1: UK FM Services 

 2012 UK FM 

Turnover £m 

Share of Supply, % 

Interserve 1,118 2.7 

Initial Facilities 546 1.3 

Combined 1,664 4 

Serco 2,751 6.5 

Compass 1,908 4.5 

Carillion 1,811 4.3 

Sodexo 1,543 3.7 

Mitie 1,410 3.4 

ISS 964 2.3 

Johnson Controls 669 1.6 

OCS 493 1.2 

Others 28,787 68.5 

Total 42,000 100 

Source: Credo report on the UK FM market, 2013. 

 

26. This table shows that the parties’ combined share of supply is very small at 

around 4% and that they face several competitors that have a larger or similar 

share of supply in the provision of FM services in the UK. 

 

27. The parties also provided estimates of their shares of supply for narrower 

segments, split by the industry sector of the customer and by FM service type. 

Across all segments, using the most conservative estimate of market size, the 

parties’ combined share is below 8%. The parties also continue to face 

competition from several other suppliers in all segments.  

 

28. The parties also submitted that they do not consider that their combined share 

the provision of FM services would exceed 15% in any region of the UK. The 

CMA did not receive any evidence to the contrary. It also notes that, like the 

parties, several of the parties’ competitors are also active across the UK regions, 

either themselves or through sub-contracting arrangements. 
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Competitive constraints 

29. Both internal and independent external documents provided by the parties 

suggest that the market is competitive. The parties’ internal documents list 

many competitors including Sodexo, Mitie, Carillion, Johnson Controls, ISS, 

Balfour Beatty, and Compass. One industry report commented that “As of mid 

2012, our estimates are that there are around 450 companies who offer a range 

of services, with a further 21,000 companies and businesses offering single 

outsourcing services.”8 Another industry report noted: “Squeezed Margins 

through Increased Competition … As most contracts are available at renewal 

dates, clients use tenders more and more, and price is the final deciding 

factor.”9 

 

30. Third parties confirmed to the CMA that the market is competitive, with 

competitors saying that seven to eight competitors would normally be involved 

in the early stages of tenders, with a range of around three to 20. Customers 

were all able to list several providers that could effectively supply them with 

each relevant service. 

 

31. The parties submitted that there is a large number of competitors in every FM 

segment, including at least two competitors in each segment that are larger or 

similar in size to the merged parties. In most segments, there are at least three 

larger competitors. The parties also submitted that between three and seven 

bidders are typically prequalified for each contract, with around three to five 

bidders in the final bidding round. 

 

32. Competitors indicated that, in some FM services segments, there are relatively 

fewer competitors present, such as in private sector contracts, regional or 

national (as opposed to local) contracts, or in remote parts of Scotland. 

However, they indicated that there is nevertheless strong competition in each 

segment and geography, and no customer or competitor raised any concerns 

that the merger would reduce competition.  

Closeness of competition 

33. The parties submitted that Interserve and Initial Facilities are not close 

competitors. They provided the CMA with bidding data to support this 

submission, covering the period between January 2011 and March 2014. In this 

period, Interserve submitted [] material bids and Initial Facilities submitted 

 

 
8 MTW Research, Facilities Management Market, Research & Analysis, UK 2012, page 13. 
9 Frost & Sullivan, Forecasts of the Total European Facility Management Market and the 
Penetration of I-FM, December 2011, page 38. 
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[] bids, but the parties bid against each other only in [0–5%] instances. This 

suggests that the parties do not meet each other more frequently than would be 

expected from the fact that they both have low shares of supply (as set out in 

Table 1 above). 

 

34. Third parties indicated that, although the parties do bid for some of the same 

types of work, in other respects their businesses are complementary rather 

than closely competing. In particular, Interserve focuses more on the provision 

of FM services to the public sector, whereas Initial Facilities focuses more on 

the private sector. In some instances, third parties also noted that Initial 

Facilities has some more specialist and detailed knowledge which will 

complement Interserve’s areas of expertise.   

 

35. In their internal documents, the parties do refer to each other as competitors, 

but they are listed alongside many others.  

Conclusion on horizontal effects 

36. As set out above, in the supply of FM services and possible segments in the 

UK and regionally the parties’ shares of supply are low, the merged entity 

remains subject to several competitive constraints, the parties do not appear to 

be closer competitors than their shares of supply suggest and the CMA 

received no concerns from third parties. The CMA therefore does not consider 

that it is or may be the case that the merger has resulted, or may be expected 

to result, in an SLC on the basis of horizontal effects in the provision of FM 

services and possible segments in the UK and regionally.  

Non-horizontal effects 

37. The CMA considered whether an SLC may arise as a result of the parties 

bringing together bundles of non-competing (but complementary) services, or 

through vertical (subcontracting) relationships between the parties and their 

competitors. However, as noted above, the parties have low shares in all 

segments, including TFM which combines multiple services, and no competitor, 

subcontractor or customer raised any concerns about the merger in this regard. 

 

38. Accordingly, the CMA does not consider that it is or may be the case that the 

merger has resulted, or may be expected to result, in an SLC on the basis of 

non-horizontal effects in the provision of FM services and possible segments in 

the UK and regionally. 
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Barriers to entry and expansion 

 

39. The parties submitted that barriers to entry and expansion in the provision of 

FM services are low. Competitors indicated that for many segments this is true, 

although some specialist services are more costly to enter.  

 

40. However, on the basis that no competition concerns arise in any of the frames 

assessed above, the CMA does not consider it necessary to conclude on 

barriers to entry and expansion. 

Third party views 

41. The CMA contacted competitors, customers and sub-contractors of the parties 

in this case. These third parties’ responses have been reflected above where 

appropriate, none of which included competition concerns relating to the 

merger. Indeed, several third parties noted that the merger will be beneficial 

due to the complementary nature of the parties’ services. 

Decision 

42. This merger will therefore not be referred under section 22(1) of the Act. 

 

 

 

 

NELSON JUNG 

DIRECTOR OF MERGERS 

COMPETITION AND MARKETS AUTHORITY 

29 May 2014  

 

 


