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Investment Holdings Limited 
 
ME/4897/11 
 
The OFT's decision on reference under section 22 given on 19 April 2011. Full 
text of the decision published on 3 May 2011. 
 

 

Please note that the square brackets indicate figures or text which have been 
deleted or replaced in ranges at the request of the parties or third parties for 
reasons of commercial confidentiality.  

 
PARTIES 
 
1. Advent International Corporation (Advent) is a private equity investor 

based in the USA. Advent owns Craegmoor Limited (Craegmoor), a UK 
operator of (among other activities) independent hospitals and care homes 
for people with psychiatric, psychological, mental health problems or 
autism, and care homes for the elderly.  

2. Priory Investment Holdings Limited (Priory), through its subsidiary 
companies, operates independent hospitals and care homes in the UK for 
people with psychiatric, psychological, mental health problems or autism, 
and care homes for the elderly. Prior to the transaction (below) Priory was 
owned by Royal Bank of Scotland Group plc (RBS). Priory's UK turnover in 
2009 was a little under £[ ].1  

TRANSACTION 
 
3. On 17 January 2011 Crown Newco 3 plc, a special purpose acquisition 

company controlled by Advent, acquired the entire issued share capital of 
Priory from RBS for around £[ ] (subject to adjustments).  

                                         
1 Including Affinity Healthcare which Priory acquired in March 2010. 
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JURISDICTION 
 
4. As a result of this transaction Advent and Priory have ceased to be 

distinct.  

5. The merger was required to be notified to the European Commission (the 
Commission). However, since the overlapping activities between the 
parties are only in the UK and the markets for those activities are unlikely 
to be wider than national in scope, the parties filed with the Commission a 
Reasoned Submission on 20 January 2011 (pursuant to Article 4(4) of the 
EC Merger Regulation2) requesting that the merger be investigated in its 
entirety by the Office of Fair Trading (OFT) in the UK. The OFT agreed to 
the request and the Commission transferred jurisdiction to the UK on 21 
February 2011. 

6. The 45-day statutory deadline (pursuant to section 34A of the Enterprise 
Act 2002 (the Act)) by which the OFT must make a decision in this case is 
2 May 2011. The OFT's administrative 40 day target date for a decision is 
20 April 2011. 

MARKET DEFINITION 
 
7. The parties overlap in the provision of residential care homes, independent 

hospitals for people with mental health disorders, and specialist education 
services. 

Product scope: residential care homes 
 
8. The parties submitted that it may be the case that the provision of the 

types of care home services that they both offer can be further segmented 
into: 

• residential care for the elderly 

• nursing care for the elderly 

• care for the elderly mentally infirm 

                                         
2 Council Regulation (EC) No 139/2004 (OJ L 24, 29.1.2004). 
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• care for adults with learning disabilities,3and 

• care for adults with mental health disorders.4 

9. The parties submitted that care home services for the elderly are distinct 
from those for adults with learning disabilities or mental health disorders. 
From the demand-side this is clearly the case as there is no patient overlap 
in target groups for these segments (that is individuals requiring one type 
of care are unlikely to receive care in a facility that does not provide that 
care). Moreover, in previous cases the OFT has examined these segments 
separately (and indeed, care home services for the elderly have been 
further segmented into (i) residential care homes; (ii) nursing care homes; 
and (iii) care homes for the elderly mentally infirm (including dementia 
care).5  

10. The parties disagree with any further segmentation and consider the 
provision of care home services to the elderly to constitute a single product 
market. In particular, they point to the ability of a provider of different care 
home services to do so under a single registration with the Care Quality 
Commission (CQC). In other words, there is no regulatory reason why an 
operator of nursing care homes could not also provide care homes for the 
mentally infirm. The provider could alter the types of care that it provides 
by simply amending its registration details (rather than going through 
another registration process).  

11. However, from the demand-side, the different types of care are distinct. 
For example an elderly individual requiring nursing care, is unlikely to enter 
a care home providing residential care, since the latter would not have the 
necessary specialist nursing staff. 

12. Nevertheless, the OFT has not found it necessary to conclude on this point 
since the outcome of the competition assessment is unaffected by it. 
Therefore, the OFT has examined this case on the cautious basis of 

                                         
3 That is, adults with impaired intelligence and impaired social functioning. The conditions which 
cause learning difficulties start before adulthood and are generally fixed. Therefore, the 
conditions generally cannot be treated or controlled with medication or therapy. 
4 Mental health disorders cover a wide range of conditions but care home residents are mostly 
schizophrenics or adults suffering from psychosis or less severe forms of autistic spectrum 
disorder. 
5 Completed acquisition by Southern Cross Healthcare Group Limited of Cannon Capital Ventures 
Limited, Case ME/2054/05, 16 December 2005; and Completed acquisition by the Blackstone 
Group of NHP plc, Case ME/1544/05, 5 April 2005. 

3



 
 

residential care homes for the elderly segmented by (i) residential care 
homes; (ii) nursing care homes; and (iii) care homes for the elderly mentally 
infirm (including dementia care).  

13. Separately from care home services to the elderly, the OFT has examined 
the merger on the basis of residential care homes for adults with learning 
difficulties and mental health disorders. The parties noted that these 
services can be provided via supported living arrangements (where the 
patient receives the services in their own home). However, the parties 
submitted, such arrangements should be considered to be distinct from the 
residential care home component of the services (and indeed, require 
different CQC registrations).  

14. The parties told the OFT that there is a very wide range of variation in the 
dependency levels and supervision requirements of individuals with 
learning difficulties or mental health disorders. They also told the OFT that 
segmenting between care homes for adults with learning difficulties and 
care homes for adults with mental health disorders was commonplace 
within the industry reflecting the basic underlying difference in the nature 
and extent of the conditions. Both parties' internal documents discuss the 
two categories of care separately from each other. Laing & Buisson also 
note that learning disability services are primarily focused on social care 
while mental illness services are primarily healthcare.6 However, Laing & 
Buisson also note that there is significant overlap between learning 
disabilities and mental health problems for some people.7 

15. Given the differences from both the demand-side and the supply-side in the 
care needs of these segments, the OFT has examined this merger on basis 
of distinct markets for care homes for adults with learning disabilities and 
care homes for adults with mental health disorders. However, as a 
sensitivity check the OFT has also analysed the merger on the basis of 
care homes for both learning disabilities and mental health disorders 
together. 

                                         
6 Laing & Buisson, Mental Health and Specialist Care Services: UK market report 2009/10, page 
91. 
7 Page 67.  
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Geographic scope: care homes for the elderly, nursing homes and 
those for the elderly mentally infirm. 
 
16. In the previous cases referenced in paragraph 9, the OFT used geographic 

measures of three miles for urban areas, five miles for suburban areas and 
10 miles for rural areas (all equating to a 15–20 minute drive time) for 
residential care homes for the elderly, nursing care homes and care homes 
for the elderly mentally infirm.8 

17. The parties agreed with this approach, since individuals accessing these 
services are likely to prefer receiving these close to their previous place of 
residence and/or friends and family.  

18. The OFT has not been required to establish the precise geographic market 
in this case. There are two Priory facilities which offer residential care 
homes for the elderly, residential nursing care homes and/or residential 
care homes for the elderly mentally infirm which overlap on the measures 
discussed above with a Craegmoor facility offering some or all of these 
care services: Atkinson Court, Leeds and Cooper House, Bradford. The 
overlaps are summarised below.  

Table 1: Summary of overlaps from Atkinson Court and Cooper House 

 Overlap with Craegmoor? 

 Atkinson Court Cooper House 

   

3 miles   

5 miles   

10 miles   

Source: The parties. 

19. In addition, given that local authorities fund many of the patients in care, 
the OFT has also assessed this case on the basis of local authority 
boundaries.  

                                         
8 In particular, see paragraph 12 of Blackstone/NHP. 
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Geographic scope: care homes for adults with learning difficulties 
and care homes for adults with mental health disorders 

20. The parties told the OFT that competitive conditions were broadly similar 
across the UK and that individuals typically receive care locally, since they 
are referred by the relevant local authority. In cases where there is need 
for more specialised care, and this care is not available locally, local 
authorities may need to procure the specialised care from outside of their 
area. 

21. The parties suggested that the OFT should adopt a similar approach to care 
home services for adults with learning disabilities and care home services 
for adults with mental health disorders than for care home services the 
elderly. That is, the relevant geographic market is within radii of three to 
10 miles depending on the location of the facility. In addition, the parties 
submitted that a geographic market around local authorities or county 
borders may be appropriate as a check for situations where local 
authorities need to procure specialised services from a wider area. 

22. As a sensitivity check, the parties provided data on the distance required to 
capture 60, 70 and 80 per cent of their residents, in each of the 
overlapping care homes (table 2). The OFT does not have data for the 
distance which captures more than 80 per cent of residents, but the 
available data suggests that radii of three to 10 miles are not an 
appropriate geographic scope (apart, arguably, for [ ] and [ ]). That the 
geographic scope may be wider than that for care homes for the elderly 
may reflect the specialist nature of the services offered at these facilities. 
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Table 2: Distance which captures a proportion of residents (miles) 

  60% 70% 80% 
      
Priory     
Rookery Radstock MHD [ ] [ ] [ ] 
Orchard Leigh  MHD [ ] [ ] [ ] 
     
Craegmoor     
Elm Tree House  LD [ ] [ ] [ ] 
The Lodge  LD, MHD [ ] [ ] [ ] 
Old Rectory/ Newtown Road LD [ ] [ ] [ ] 
Station Road  LD [ ] [ ] [ ] 
Roseneath Avenue  LD [ ] [ ] [ ] 
Devonshire Road  LD [ ] [ ] [ ] 
Millcroft  LD [ ] [ ] [ ] 

Note: MHD = mental health disorder; LD = learning difficulties.  
Source: The parties. 
 

23. Furthermore, internal research documents suggest that Priory is focused on 
the higher acuity end of the market in all segments of complex care (which 
includes care homes for individuals with learning difficulties or mental 
health disorders), which would serve to extend its catchment area. The 
parties also told the OFT that several Craegmoor facilities, such as The 
Lodge and Millcroft focus on the higher end of the acuity spectrum and as 
such provide services across a wider range of geographic area. 

24. A third party told the OFT that the placement of individuals usually took 
place within county boundaries, but this would vary with the requirements 
of the individuals and whether these could be met locally. However, one 
council told the OFT that in regard to care homes for adults with learning 
difficulties that the most residents would need to travel 10 miles or less. 

25. The OFT has not found it necessary to conclude on the geographic market 
in this case since the outcome of the competition assessment does not 
depend on it. Based on the evidence in this case the OFT has examined the 
merger on the basis of a geographic market around the relevant local 
authority or county, while testing the sensitivity of the results on a 
narrower market of a 10-mile radius around the relevant Priory site, since 
catchment areas may vary according to the type of facility and the 
services it offers, as shown in table 2. 
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Product scope: independent hospitals for individuals with mental 
health disorders 

26. The parties submitted that independent hospitals for individuals with 
mental health disorders can generally be grouped into five categories: 
acute psychiatric hospitals; long-term care hospitals; medium secure 
hospitals; low secure hospitals; and step-down and rehabilitation facilities. 
The parties both operate medium secure hospitals; low secure hospitals; 
and step-down and rehabilitation facilities.  

27. Patients typically enter these hospitals pursuant to the Mental Health Act 
1983 (patients in step-down and rehabilitation facilities will typically be in 
medium or low secure hospitals first). 

28. Medium secure hospitals provide treatment to patients with a mental health 
disorder and may have a history of offending. These patients are typically 
released from high security hospitals, prisons or acute psychiatric 
hospitals. 

29. Low secure hospitals provide a lower level of security than medium secure 
hospitals but also provide treatment for individuals detained under the 
Mental Health Act 1983.  

30. Step-down and rehabilitation facilities provide an environment for patients 
to be gradually prepared for independent living. Patients are either detained 
under the Mental Health Act 1983 or enter the facilities voluntarily. 

31. Based on the evidence of this case, in particular the geographic dispersion 
of the parties hospitals (below), the OFT has not found it necessary to 
conclude on the product market for independent hospitals providing care to 
individuals with mental health disorders in this case. 

Geographic scope: independent hospitals for individuals with mental 
health disorders 

32. In a previous case the OFT has concluded that the provision of hospitals for 
individuals with mental health disorders is likely to be regional.9 Internal 
research documents provided by the parties support this view; these use a 

                                         
9 Anticipated acquisition by Priory New Investments No 3 Limited of Affinity Healthcare Holdings 
Limited, Case ME/4410/10, 11 March 2010. 
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radius of [ ] miles around Priory's secure sites for the purposes of 
assessing competitive conditions.  

33. Nevertheless, the internal documents also emphasise that health authorities 
prefer the treatment to be delivered locally (so as to involve the patients' 
families and also retain ties to existing networks). However, commissioning 
of care by specialised commissioning groups takes place on a regional 
basis.10 

34. The OFT has not found it necessary to conclude on the geographic market 
in this case since the outcome of the competition assessment does not 
depend on it. In line with the previous case reference in paragraph 32 the 
OFT has assessed the provision of independent hospitals for people with 
mental health disorders on a regional basis.  

Product scope: educational facilities for individuals with learning 
disabilities 

35. Individuals requiring specialist education as a result of learning difficulties 
are initially assessed by the relevant Local Education Authority, who is 
obliged to provide an education that meets the individual's needs. 

36. The parties are active in the provision of educational facilities for 
individuals with learning difficulties. Priory provides specialist educational 
services for children (of school age) with autistic spectrum disorder, 
behavioural, emotional and social difficulties, and looked-after children. 
Craegmoor does not offer specialist school services. The parties submitted 
that there is therefore no overlap in this activity. 

37. Both parties operate in the provision of specialist colleges where individuals 
are older than school age (typically around the age of 18 or 19). These 
colleges focus on developing independent living and social and vocational 
training.  

38. The OFT has not found it necessary to conclude on the product market for 
educational facilities for individuals with learning difficulties in this case, 
since the outcome of the competition assessment does not depend on it. 

                                         
10 Virtually all funding for the treatment of the patients is provided by the NHS. 
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Geographic scope: educational facilities for individuals with learning 
disabilities 

39. Internal documents submitted to the OFT indicate that 70 per cent of 
autistic spectrum disorder pupils at specialist colleges are funded by local 
authorities within an area of around a 50-mile radius as are 50 per cent of 
pupils with behavioural, emotional and social disorders. 

40. The OFT has not found it necessary to conclude on the geographic market 
for specialist colleges for individuals with learning difficulties in this case. 
On the basis of the information available it considers that the geographic 
scope is unlikely to be over 100 miles and could well be narrower than 
that. 

41. Given the lack of overlap in specialist schools between the parties the OFT 
has not had to define the geographic market for this activity.  

HORIZONTAL ISSUES 

Independent hospitals for individuals with mental health disorders 

42. For independent hospitals for people with mental health disorders, Priory 
operates three medium and low secure hospitals in the South East of 
England, and two low secure hospitals in the north of England (one in the 
North East and one in the North West). It has one step-down and 
rehabilitation facility in the South West of England and one in the South 
East. Craegmoor, on the other hand, operates one medium secure hospital 
in the North West, one low secure hospital in Wales, two step-down and 
rehabilitation facilities in Yorkshire and four in Wales. 

43. Given the lack of overlap between the parties on a regional basis, the OFT 
does not consider that the merger raises a realistic prospect of a 
substantial lessening of competition for these services. They are not 
considered any further in this decision.  

Educational facilities for individuals with learning disabilities 

44. The parties do not overlap in the provision of specialist education services 
to school age children (specialist schools). Therefore, the OFT does not 
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consider that the merger raises a realistic prospect of a substantial 
lessening of competition in the provision of specialist schools.  

45. For specialist colleges, Priory has one college in Wales (Torfaen) and 
Craegmoor has three colleges – in Lancashire, Cumbria and Staffordshire. 
All the Craegmoor colleges are more than 100 miles from the Priory 
college. Indeed the closest, Strathmore College in Stoke-on-Trent, is over 
130 miles from the Priory college.  

46. Given the distance between the colleges the OFT does not consider that 
the merger raises a realistic prospect of a substantial lessening of 
competition in the provision of specialist colleges. 

Care homes for the elderly 

47. Based on the relevant local candidate market identified above, the parties 
overlap in two areas around Bradford and Leeds.  

48. The parties' market shares in the overlap areas with respect to the 
provision of care home services for the elderly (segmented according to 
paragraph 12) are shown in table 3. The parties submitted that Priory 
facilities at Atkinson Court (Leeds) and Cooper House (Bradford) are in 
suburban areas, as are the Craegmoor facilities at Eden Court and 
Claremont House. On the basis of all facilities being in suburban areas, 
there is no overlap between the parties based on Priory's Atkinson Court 
facility. However, even if the catchment area was widened to capture an 
overlap (by considering Eden Court to be in a rural area) the outcome of 
the competition assessment would be the same. All shares are below five 
per cent. 
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Table 3: Shares in care homes for the elderly, 2010 

Priory facility 

Overlapping 
Craegmoor 
facility 

Distance 
between 
facilities (miles) 

Combined 
share (%) 

    
Residential care homes    
Atkinson Court Eden Court 8.3 [0–5] 
Cooper House Eden Court 5.2 [0–5] 
    
Nursing care homes    
Atkinson Court Eden Court 8.3 [0–5] 
Cooper House Eden Court 5.2 
  Claremont House 3.2 

[0–5] 

EMI care homes    
Cooper House Claremont House 3.2 [0–5] 

Note: shares calculated according to the number of beds at each facility. EMI = 
elderly mentally infirmed. 
Source: The parties. 

 
49. The low shares of supply combined with a lack of third party concern leads 

the OFT to conclude that the merger does not give rise to a realistic 
prospect of a substantial lessening of competition in the provision of 
residential care homes, nursing care homes, and care homes for the elderly 
mentally infirm. 

Care homes for adults with learning difficulties and care homes for 
adults with mental health disorders 

50. The parties submitted to the OFT that the provision of care home services 
to individuals with learning difficulties or mental health disorders is 
fragmented.  

51. Based on analysis of local authority and county areas, the merger presents 
one overlap area, in Somerset. The parties overlap in the unitary authority 
of Bath and North East Somerset Council.11 In this council area the parties 
account for less than 30 per cent share of supply with several competitors, 
present including Culverhayes (after the merger it would remain the largest 
supplier in the area).  

52. The OFT has examined the distribution of revenues by customer and found 
that assessing the merger on the basis of Bath and North East Somerset 
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Council may be an unduly narrow basis for assessment. Both parties' 
facilities in the area serve people from neighbouring councils and counties. 
For example, only around [ ] of Craegmoor's Elm Tree House revenues 
originate from Bath and North East Somerset Council. Almost [ ] per cent 
of revenue comes from the neighbouring councils (Bristol City and 
Somerset County) and almost [ ] comes from South Gloucestershire. 
Likewise, [ ] of the Priory's revenue at Rookery Radstock and Orchard 
Leigh (both in the Bath and North East Somerset Council area) comes from 
outside of the council area. On a Somerset county area basis, the parties' 
combined shares of supply are around [10–20] per cent. After the merger, 
a considerable number of competitors (over 20) will remain to constrain the 
merged entity. 

53. Table 2 indicates that a 10-mile catchment area may be appropriate in 
regard to Elm Tree House. This facility does overlap with Priory facilities at 
Rookery Radstock and Orchard Leigh. However, these Priory facilities offer 
residential care for people with mental health disorders but not learning 
difficulties, whereas the Elm Tree House facility offers residential care for 
individuals with learning difficulties but not mental health disorders. Even if 
care homes for learning difficulties and mental health disorders were 
considered together, the parties would account for around [30–40] per 
cent share of supply with five competitors in the area.  

54. It should be borne in mind that the OFT has analysed the merger on a 10-
mile basis on a caution approach and that the geographic scope over which 
such facilities compete could well be wider.  

55. The OFT does not consider that the merger raises a realistic prospect of a 
substantial lessening of competition in the provision of care homes for 
individuals with learning difficulties or mental health disorders.  

Barriers to entry and expansion 
 
56. The parties submitted that barriers to entry in the provision of the care 

home services discussed above are generally low. They told the OFT that 
the key entry requirements were a suitable property and the necessary 
regulatory (CQC) registration, both of which were easily obtainable. The 
parties also suggested that the necessary care or nursing staff could be 

                                                                                                                             
11 The parties submitted that the three unitary authorities in Somerset purchase care home 
services. 
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easily obtained and as such did not constitute an entry barrier to these 
markets.  

57. Furthermore the parties provided the OFT with examples of entry into these 
sectors in the overlap areas, including several examples of entry since 
January 2010. Three care homes for individuals with mental health 
disorders and seven care homes for individuals with learning difficulties 
have opened in Somerset since then. The parties also stated that entry 
may be sponsored or otherwise supported by the relevant local authorities 
since these are significant buyers (particularly in care homes for individuals 
with learning disabilities or mental health disorders). 

58. Given the outcome of the OFT's assessments it has not found it necessary 
to conclude on barriers to entry and expansion in this case. 

THIRD PARTY VIEWS 
 
59. The OFT contacted a large number of third parties in this case. Only a 

small number responded to the OFT's questionnaire. These were not 
concerned about the merger.  

ASSESSMENT 
 
60. The parties provide residential care homes for the elderly, residential care 

homes for adults with learning disabilities and mental health disorders, 
independent hospitals for people with mental health disorders and 
specialist education services. 

61. On the information available to the OFT there are no overlaps between the 
parties in the provision of independent hospitals for individuals with mental 
health disorders or the provision of specialist education services (whether 
specialist schools or specialist colleges). 

62. With respect to the provision of care homes for the elderly, there is only a 
small overlap between the parties (in and around Leeds and Bradford). 
Even segmenting the provision of these services by residential care homes, 
nursing care homes and care homes for the mentally infirm, the parties' 
combined shares are all below five per cent.  

63. In terms of care homes for adults with learning difficulties or mental health 
disorders, the parties overlap in Somerset. Here the parties' combined 
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share is [10–20] per cent with a considerable number of other facilities 
remaining after the merger to constrain the merged entity.  

64. As a sensitivity check the OFT also examined the merger on the cautious 
basis of a 10-mile radius, combining residential care home services for both 
adults with learning disabilities and adults with mental health disorders. On 
this very cautious basis the parties had a higher combined share of supply 
([30–40] per cent) but with five competitors in the local area. Moreover, 
the parties submitted a number examples of recent entry in the provision of 
residential care home services for both adults with learning disabilities and 
adults with mental health disorders in Somerset, including one example in 
the 10-mile local area. 

65. Consequently, the OFT does not believe that it is or may be the case that 
the merger has resulted or may be expected to result in a substantial 
lessening of competition within a market or markets in the United 
Kingdom. 

DECISION 
 
66. This merger will therefore not be referred to the Competition Commission 

under section 22(1) of the Act. 
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