
 

 
 
 

 

Anticipated acquisition by Riposte Limited of ASK Central plc 
 
The OFT's decision on reference under section 33 given on 14 April 2004 
 

 
PARTIES 
 
Riposte Limited (Riposte) is a limited liability company recently formed for the purpose 
of making the offer for ASK Central plc (ASK). It is ultimately owned and controlled by 
PandoraExpress LP, in which both TDR Capital LLP (TDRC) and Capricorn Ventures 
International (CVI) are investors. TDRC and CVI own and control GondolaExpress which 
acquired PizzaExpress in 2003. PizzaExpress includes the following brands: Pizza 
Express, Café Pasta/Marzano, Gourmet Pizza, Kettners and Riviera. CVI also owns the 
Nando's brand. In 2003, PizzaExpress had a turnover of £217 million in the UK, while 
Nando's had a turnover of £53 million in the UK. 
 
ASK operates a number of restaurant chains across the UK, including the following 
brands: ASK, Zizzi, Jo Schmo, De:Alto and Nimmo's. ASK's UK turnover for the year 
ended 29 December 2002 was £95.8 million. 
 
TRANSACTION 
 
Riposte is offering £212 million for ASK, to be paid to shareholders in cash at 220p per 
share. The parties notified the transaction by way of a merger notice on 1 March 2004. 
The extended statutory deadline is 15 April 2004. 
 
JURISDICTION 
 
As a result of this transaction Riposte and ASK will cease to be distinct. The UK 
turnover of ASK exceeds £70 million, so the turnover test in section 23(1)(b) of the 
Enterprise Act 2002 (the Act) is satisfied. The OFT therefore believes that it is or may 
be the case that a relevant merger situation will be created. 
 
 
 
 

 



 

BACKGROUND 
 
On 19 January 2004 the OFT cleared an anticipated acquisition by City Centre 
Restaurants (CCR) of ASK. CCR's offer has now lapsed. 
 
RELEVANT MARKET 
 
The parties overlap in the ownership and operation of restaurants. 
 
Product market 
 
The parties consider that all restaurants, chain and independent, compete with each 
other. They acknowledge that restaurants will usually compare their own offer with the 
offer of other restaurants having a similar format and menu, and may target specific 
groups of consumers. However, the parties argue that, in practice, both restaurants and 
consumers view most categories of restaurants as substitutable. For example, 
PizzaExpress considers that it competes with a wide range of independent operators 
and chains, offering a variety of cuisines. This includes Chinese restaurants, Tex-Mex 
restaurants, pubs, burger restaurants, chicken restaurants and other European 
restaurants. PizzaExpress monitors its competitive position by reference to all types of 
restaurants and consideration is given to any changes made by competitor restaurants 
when making decisions in the PizzaExpress group. 
 
It is clear that some types of restaurant are closer substitutes on the demand side than 
others. Of the parties' brands, it is likely that Pizza Express, Café Pasta/Marzano, 
Gourmet Pizza, ASK and Zizzi are closer competitors. However, as in the CCR/ASK 
case, it is considered that on the demand side a hypothetical monopolist of one type of 
restaurant (e.g. pizza restaurants) could not impose an across the board price increase 
without marginal customers switching to an alternative restaurant type. On the supply 
side, restaurants may be constrained in their ability to switch by having a reputation for 
a certain type of food or skills in preparing certain types of food. 
 
There may be a case for segmenting the restaurant sector in a number of alternative 
ways including by the price range of the meal, by level of formality or by restaurant 
experience. No conclusion has been reached on whether delineating the sector in any of 
these ways is appropriate since no competition issues arise in any segment in this case. 
 
Geographic market 
 
[ ] (see note 1). The parties consider that competition takes place on a national basis 
but they have also provided information on local overlaps. They argue that any local 
competition will depend, to some extent, on how far customers are willing to travel. 
According to PizzaExpress research, [ ] per cent (see note 1) of its customers live or 

 



 

work within a 10 mile radius of their regular PizzaExpress restaurant. One third party 
submitted that customers travel about 8 miles or 15-20 minutes drive time. 
 
In CCR/ASK the OFT considered that the appropriate geographic scope was 'wider than 
the high street and quite possibly wider than the immediate town', although no 
conclusion was reached since no competition issues arose at the narrowest possible 
level. 
 
Based on the above, it seems appropriate to consider the effect of this merger at both 
the national and local levels. 
 
HORIZONTAL ISSUES 
 
Market shares 
 
National 
 
The parties provided estimated national shares of supply on three different bases: (i) all 
restaurants, (ii) chained restaurants, and (iii) eat-in restaurants. These are set out in 
Table 1 below. 
 

Table 1: UK share of supply by turnover (see note 2) 
 All restaurants1 Chained restaurants Eat-in restaurants 

 £m  per cent £m  per cent £m  per cent 
PizzaExpress2 217 [0 – 5] 217 [0 – 5] 217 [0 – 5] 
Nando's 53 [0 – 5] 53 [0 – 5] 53 [0 – 5] 
ASK3 96 [0 – 5] 96 [0 – 5] 96 [0 – 5] 
Combined 366 [0 – 5] 366 [5 – 10] 366 [0 – 5] 
Total [ ]4 100 [ ]5 100 [ ]6 100 
 
1. All restaurants comprises pubs, fast food, ethnic (Asian) cuisine, British cuisine, American 

cuisine, European cuisine, pizza/pasta, roadside restaurants and hotel catering 
2. PizzaExpress figures include turnover derived from other brands in the group 
3. ASK figures include turnover derived from other brands within the group 
4. [ ] (see note 2) 
5. [ ] (see note 2) 
6. [ ] (see note 2) excludes sandwich and takeaway restaurants and includes restaurants offering 

more formal dining 

 
Local 
 
The parties provided an analysis of local competition by number of outlets in an area. 
They identified areas of overlap between the parties' restaurants and then searched 
Yell.com for: 
 

 



 

other restaurants listed in the same town in the first instance; and 
other restaurants in the same postcode to four digits (to endeavour to identify overlaps 
in the same high street or shopping centre). 
 
There are 91 locations by town where an ASK branded restaurant1 is in close proximity 
to a Nando's or PizzaExpress group restaurant. There are no areas where there would 
be an overlap greater than 25 per cent. There are three towns where the overlap would 
exceed 15 per cent. However, in one of those towns the overlap occurs at a shopping 
centre where the parties face competition from a large number of other restaurants. 
The other two towns are more rural and therefore, the parties submit, customers would 
be prepared to travel further afield. 
 
There are 67 locations by four digit postcode where an ASK branded restaurant is in 
close proximity to a Nando's or PizzaExpress group restaurant. There are five areas 
where the parties' combined share of supply would be greater than 25 per cent. 
However, the parties submit that the use of postcodes to four digits is a very blunt 
measure for determination of a local segment (since postcodes do not always remain 
the same along a given high street), and further, the average customer would expect to 
drive between 5 and 10 miles to a restaurant, increasing to up to 60 miles in more rural 
locations, or walk for 10 minutes in more urban locations. 
 
More generally, the parties submit that their analysis is likely to overstate their 
combined share in local areas because not all restaurants in a given town or postcode 
will necessarily be listed in Yell.com. 
 
On the basis that the appropriate geographic scope is wider than the immediate high 
street, and quite possibly wider than the immediate town, the evidence suggests that 
the combined shares of supply and accretions to those shares do not raise competition 
concerns. 
 
Barriers to entry 
 
The restaurant sector is extremely fragmented – in the CCR/ASK case it was noted that 
no single competitor has a share of supply of over 5 per cent by number of outlets.  
 
The parties contend that barriers to entry are low, as evidenced by the ease of entry 
and exit. They point to VAT registration data as one indication of this – between 1997 
and 2001 the number of VAT registered restaurants in the UK increased by 8 per cent, 
from 43,200 to 46,790. 
 
 

                                         
1 ASK branded restaurants include ASK, Zizzi, Jo Schmo, De:Alto and Nimmo's. 

 



 

CVI'S estimate based on the Nando's brand is that the capital expenditure required to 
establish a medium sized outlet to its required specifications would be in the region of 
£[ ] (see note 1). This is similar to the estimate of £535,000 provided by ASK in its 
annual report. The parties submit that a new entrant might be expected to enter the 
market at much lower capital cost, approximately £[ ] (see note 1). ASK also notes its 
own experience of entering the market in 1993 with a single restaurant, growing its 
business to a total of more than 170 restaurants in just over 10 years. 
 
PizzaExpress had a marketing budget of approximately £[ ] (see note 1) in 2002 
(compared to turnover of £217 million), while Nando's has a marketing budget of 
approximately £[ ] (see note 1) for the current year (compared to turnover of £55.6 
million). The parties contend that the scale of expenditure is likely to vary according to 
the existing recognition of the branch, such that a new entrant with an established 
brand might be expected to have a lower scale of expenditure. 
 
The parties state that no particular qualifications, skills or experience are required to 
enter the restaurant market. Further, they claim that external factors such as planning 
are not considered to be significant barriers to entry, rather the impact of these factors 
is to delay entry. 
 
Overall, the evidence suggests that barriers to entry in this sector are not significant. 
 
Buyer power 
 
Customers are individual consumers and, therefore, are unlikely to be able to exercise 
any buyer power except through their ability to switch to a different restaurant. 
 
VERTICAL ISSUES 
 
The transaction does not raise any vertical competition issues. 
 
THIRD PARTY VIEWS 
 
The OFT sought comments from a number of both national and local competitors. Only 
one competitor raised concerns that the merged entity would be the largest branded 
chain of pizza and pasta restaurants which would enable it to 'dominate' certain 
locations and have greater purchasing power with suppliers. However, it was unable to 
provide any evidence of specific areas where this might occur, as well as conceding 
that barriers to entry to the sector were not significant and that different types of 
restaurants compete with each other. 
 
 
 

 



 

 

ASSESSMENT 
 
The parties overlap in the ownership and operation of restaurants, and their brands 
compete to varying degrees with each other as well as with other types of restaurants. 
At a national level, the restaurant sector is highly fragmented. At a local level, there are 
no towns where the parties' combined share of supply by number of outlets exceeds 
25 per cent. Barriers to entry do not appear to be significant, as evidenced by frequent 
entry and exit in the restaurant sector. 
 
Consequently, the OFT does not believe that it is or may be the case that the merger 
may be expected to result in a substantial lessening of competition within a market or 
markets in the United Kingdom. 
 
DECISION 
 
This merger will therefore not be referred to the Competition Commission under section 
33(1) of the Act. 
 
NOTES 
 
1 Text or figure(s) deleted at the request of the parties for reasons of 

confidentiality.  

2 Actual figures replaced by a range, or deleted for reasons of copyright or 
commercial confidentiality.  

 


