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Completed acquisition by Marshalls plc of Paver Sustems (Carluke) 
Limited and Jamestown Stone and Concrete Company Limited 
 
The OFT's decision on reference under section 21(1) given on 14 November 
2005. Full text of decision published 28 November 2005. 
 

 
Please note that square brackets indicate exact figures replaced by a range, at the 
parties' request for reasons of commercial confidentiality. 
 
PARTIES 
 
1. Marshalls plc (Marshalls) is a public company quoted on the London Stock 

Exchange. It is active in the manufacture and supply of building and landscaping 
materials and products for the home and garden and carries on business from a 
number of sites in the UK.  

 
2. Paver Systems (Carluke) Limited (Paver Systems) and its associate company, 

Jamestown Stone and Concrete Company Limited (Jamestown), are based in 
Scotland and are active in the supply of concrete products. One third of the 
issued share capital in Paver Systems was owned by Jamestown with the 
remainder held by individual members of the Gray family. Jamestown was itself 
wholly controlled by members of the Gray family.  

 
TRANSACTION 
 
3. Marshalls completed its acquisition of the entire issued share capital of Paver 

Systems and Jamestown on 2 September 2005. The statutory deadline is 1 
January 2006. The businesses acquired by Marshalls operate entirely under the 
Paver Systems name and will be referred to as such in this paper.   

 
JURISDICTION 
 
4. As a result of this transaction, Marshalls and Paver Systems have ceased to be 

distinct. The parties overlap in the supply of certain types of paving products used 
for landscaping and the share of supply test in section 23 of the Enterprise Act 
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2002 (the Act) is met. The OFT therefore believes that it is or may be the case 
that a relevant merger situation has been created. 

 
RELEVANT MARKET 
 
Product market 
 
5. Paving products are used in a variety of domestic and commercial landscaping 

applications.  
 
6. Commercial uses include large civic, industrial and commercial projects such as 

car parks, terraces, docksides and pedestrian areas (roads and highways are 
excluded). Such projects are generally financed by public authorities or by 
corporate entities. Typically the services of one or more professionals (architects, 
engineers, planners, surveyors) are engaged and a construction contract is put out 
to tender. The contractor then procures landscaping materials from a builders' 
merchant or direct from a manufacturer.  

 
7. Domestic applications generally comprise drives and patios. Such projects may be 

undertaken as DIY. More frequently, however, a householder will employ a 
residential contractor on a DIFM ('do it for me') basis.  

 
8. Table 1 below indicates the usage (according to commercial or domestic 

application) of a variety of different landscaping products over the course of 
2004.  
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Table 1: Estimated GB Landscape Surfaces (non-highways) 2004  
 

Material All uses  
sq m 
(millions) 

All uses 
% of 
total  

Commercial 
sq m 
(millions) 

Commercial 
% of total 

Domestic 
sq m 
(millions) 

Domestic 
% of total 

Asphalt 
 

[60-80] [40-50] [50-70] [60-70] [5-10] [10-20] 

Flag Paving 
 

[30-40] [20-30] [10-20] [10-20] [20-30] [30-40] 

Concrete Block 
Paving 

[20-30] [10-20] [10-20] [10-20] [10-20] [20-30] 

Aggregates 
 

[5-10] [0-5]   [5-10] [10-20] 

In-situ Concrete 
 

[5-10] [0-5] [0-5] [0-5] [0-5] [0-10] 

Decking 
 

[0-5] [0-5]   [0-5] [0-10] 

Natural Stone 
 

[0-5] [0-5] [0-5] [0-5] [0-5] [0-10] 

Clay Pavers 
 

[0-5] [0-5] [0-5] [0-5] [0-5] [0-10] 

Other 
 

[0-5] [0-5] [0-5] [0-5]   

Source: Marshalls' best estimates based on Interpave – Market Size & Segmentation Report 2003, BDS – 
CBP Report 2003, BDS – Flag & Paving Report 2004, BDS – Clay Pavers Report 2004, industry estimates 
and internal analysis  

 
9. The parties to the merger propose that the relevant product market comprises 'all 

hard landscaping materials' – including all concrete flags and block paving as well 
as asphalt, tarmac, in situ concrete, aggregates and in some cases wooden 
decking. Third parties have confirmed demand-side substitutability between 
different landscaping materials – subject to the constraints discussed in paragraph 
10. 

 
10. The parties concede that not all materials are suitable for all uses on the demand 

side. Choice of landscaping material is influenced by aesthetics, cost, durability, 
land undulation and the ease with which it is possible to replace or repair sections 
without impairing the surface as a whole.  

 
11. On the supply side, large companies like Marshalls offer a wide and diverse range 

of different hard landscaping products.  
 
12. Third parties have indicated that entry and expansion costs vary for the 

manufacture and supply of different types of landscaping product. Whilst the 
larger businesses provide the widest choice of available products, smaller 
companies like Paver Systems also tend to offer a range – albeit a limited one.  
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Conclusion on product market 
 
13. The scope for substitution between various types of landscaping products 

depends on the type of landscape project being undertaken and on the qualities 
demanded of the surface. Due account is taken of the likelihood of such scope 
being generally wide and of the pricing constraints posed by the ability by and 
large to switch between two or more alternative products.  

 
14. However, without prejudice to the potential width of the relevant product market, 

we have adopted a cautious approach and the competition analysis in this paper 
focuses on the impact of the merger on the supply of the two specific types of 
landscaping material where Marshalls and Paver Systems overlap: (1) concrete 
block paving ('CBP') and (2) wet cast flags.  

 
15. CBP refers to paving units (typically brick-shaped) of concrete with one or more 

facets providing aesthetic, presentational qualities such as colour and texture. The 
finished product is laid in sand or mortar. End-uses for CBP include pavements, 
pathways, car-parks, drives, patios etc – especially where the landscaped surface 
is intended to have decorative properties.  

 
16. Wet cast flags are a type of concrete flags paving unit cast in moulds. They are 

produced in plain and patterned (including stone imitation) formats and are 
available in a variety of shapes and sizes. The flags are laid on mortar and are 
most often used for domestic purposes.  

 
Geographic market 
 
17. In support of their proposition that the relevant geographic market is Great Britain 

('GB'), the parties submit that: 
 

• the majority of sales are negotiated at GB level to buyers (builders' merchant 
chains, DIY chains, buying consortia etc);  

 
• the large DIY chains price uniformly throughout GB and 

 
• the major manufacturers all distribute their products throughout GB and 

products are frequently transported over long distances.  
 
18. The parties also concede, however, that haulage costs are relatively high and that 

within the overall supply of hard landscaping materials, the area served by a 
particular plant may vary from product to product and manufacturer to 
manufacturer. Data supplied by Marshalls indicate that it delivers approximately 
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90 per cent of its total output of CBP and wet cast flags within a radius of around 
50 miles of each of its production plants.  

 
19. To the extent that haulage costs impose restrictions on the distances that these 

products can be viably transported, it is nonetheless possible that a chain of 
substitution constrains prices across contiguous areas. Information from third 
parties indicates that CBP and wet cast flags are transported from the north and 
the midlands of England into Scotland.  

 
20. Despite this, some third party manufacturers submitted that post-merger prices 

could increase for CBP in Scotland.  
 
21. Given that there is insufficient information to reach a firm conclusion on the 

extent of the geographic market, the competition analysis in this paper will be 
based, without prejudice to the fact that the scope of the geographic market may 
be wider, on the cautious proposition that the relevant area to consider is 
Scotland.  

 
HORIZONTAL ISSUES 
 
Shares of supply 
 
22. Table 2 below indicates that the merger has conferred a large increment in the 

parties' combined share ([60-70] per cent) of the supply of CBP in Scotland. Their 
combined share of [30-40] per cent of the supply of wet cast flags in Scotland is 
a result of a much smaller increment of [1-10] per cent. Consequently the OFT 
does not believe that competition concerns are raised in the case of wet cast flags 
– or on the basis of any alternative, wider product and geographic market 
segmentations, given that the increments to Marshalls' shares of supply are small.  
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Table 2: Shares of supply 

Company CBP 
Scotland % 

Wet Cast Flags 
Scotland % 

All hard 
landscaping 
Scotland % 

CBP GB 
% 

Wet Cast 
Flags GB 
% 

Total GB 
% 

Paver 
systems 

[20-30] [0-10] [0-10] [0-10] [0-10] [0-10] 

Marshalls [30-40] [30-40] [10-20] [30-40] [30-40] [10-20] 
Combined [60-70] [30-40] [20-30] [30-40] [30-40] [10-20] 
Anglo 
American 

     [10-20] 

Aggregate 
Industries 

     [10-20] 

RMC      [10-20] 
Lafarge      [0-10] 
Hanson      [0-10] 
Other      [20-30] 
Source: The parties 
 

 
23. Third parties have not raised concerns with regard to loss of competition vis à vis 

Marshalls and Paver Systems with the exception of the supply specifically of CBP 
within Scotland.  

 
24. The supply of CBP within Scotland is a hypothetical and cautiously narrow frame 

of reference upon which to base a competition analysis. Even so, Marshalls/Paver 
Systems' ability to unilaterally raise prices of CBP in Scotland will continue to be 
subject to the following competitive constraints: 

 
• supplies of CBP coming in to Scotland from the north and midlands of England 

 
• the ability of customers within Scotland to switch from CBP to another type of 

landscaping material; information from the parties and from third parties 
indicates that CBP can be used for a wide range of landscaping projects, but 
no respondent has identified an end-use where CBP is the only suitable or 
credible choice; 

 
• the fact that the parties and third parties have confirmed that there is excess 

capacity in the production of CBP – see paragraph 27 – with the result not 
only that it is in the merged entity's interests to use as much of its capacity as 
possible by pricing keenly, but also that if the merged entity raised its price, its 
competitors would be able to increase production and win sales and market 
share.  
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Barriers to entry and expansion 
 
25. The parties claim that the manufacture of wet cast paving is a low-cost, low-tech 

business and barriers to entry for small or large scale production are negligible. 
Third parties have also indicated that barriers to entering the supply of wet cast 
flags are relatively low or moderate.  

 
26. Third parties have proposed that barriers to entry are higher for CBP. These 

include investment costs, buyer power for the procurement of aggregates and 
cement and the more complex technology required for CBP production.  

 
27. Entry barriers would also consist in the parties' submission that there is excess 

capacity in the production of CBP and flags. Comments from third parties have 
lent support to this presumption. We believe that such excess capacity is the 
result of a number of factors, including: new market entry 4 to 5 years ago, 
capacity expansion in 2004, the availability of a number of alternative products 
and a recent fall in domestic demand.  

 
Buyer power 
 
28. Third party competitors have indicated that national builders' merchants and 

national buying consortia exercise buyer power. However, responses from third 
party customers have been mixed. Some propose that they do have buyer power 
whilst others, including a large national chain, submit that they do not.  

 
VERTICAL ISSUES 
 
29. There are no vertical issues raised by this merger.  
 
THIRD PARTY VIEWS 
 
30. A range of customers and competitors were contacted and responses were mixed. 

Some were unconcerned and others – even competitors who indicated that 
supplies of CBP were transported from England – raised concerns regarding the 
supply of CBP in Scotland. These concerns have been addressed in the 'Horizontal 
Issues' section of this paper.  

 
ASSESSMENT 
 
31. The parties overlap in the manufacture and sale of two types of paving material 

(concrete block paving or 'CBP' and wet cast flags) used for commercial and 
domestic landscaping projects such as car-parks, terraces, patios and driveways 
etc.  
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32. Customers select a particular landscaping material from a number of alternatives 

including CBP, flags, asphalt, tarmac, clay paving, in-situ concrete and natural 
stone. There is potential for the relevant product frame of reference to be wide, 
possibly as wide as all landscaping materials.  

 
33. The merging parties argue that the geographic scope of the market is Great Britain 

given that:  
 

• the majority of sales are negotiated at GB level to buyers (builders' merchant 
chains, DIY chains, buying consortia etc);  

 
• the large DIY sheds price uniformly throughout GB and 

 
• the major manufacturers all distribute their products throughout GB and 

products are frequently transported over long distances.  
 
34. However, haulage costs are high relative to the value of landscaping products, 

and the output from a manufacturer's production plant tends to be transported 
within a limited radius. The competition analysis in this paper has therefore been 
assessed on a cautious and narrow frame of reference and there is no need to 
conclude whether a chain of substitution exists in support of the parties' proposal 
for a wide geographic market – possibly as wide as GB.  

 
35. A number of third party respondents raised concerns for the effect of the merger 

on the supply of CBP within Scotland. Despite the potential for both the product 
and the geographic markets to be considerably wider, this narrow and specific 
frame of reference is the focus of the analysis in this paper.  

 
36. Marshalls/Paver Systems' ability to unilaterally raise prices of CBP in Scotland will 

continue to be subject to the following competitive constraints: 
 

• supplies of CBP coming in to Scotland from the north and midlands of England 
 

• customers' ability switch from CBP to another type of landscaping material 
and 

 
• the fact that the parties and third parties have confirmed that there is excess 

capacity in the production of CBP. 
 
37. In the absence of competition concerns arising using such a narrow frame of 

reference, it is reasonable to conclude that no concerns arise on the basis of any 
wider product and geographic market definition.  
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38. 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 

39. This merger will therefore not be referred to the Competition Commission under 
section 22(1) of the Act. 

 


