
 

  

 
 

 
Completed acquisition by MWUK Holding Company Limited of 
Dimensions Clothing Limited  
and 
Completed acquisition by MWUK Holding Company Limited of 
certain assets of Alexandra plc (in administration) 
 
ME/4664/10 
 
The OFT's decision on reference under section 22(1) given on 2 November 
2010. Full text of decision published 19 November 2010. 
 

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. MWUK Holding Company Limited ('MWUK') is the recently incorporated 

acquisition vehicle of the US based corporate wear group, the Men's 
Wearhouse, Inc ('TMW').1 
 

2. Dimensions Clothing Limited ('Dimensions')2 is active in the supply of 
clothing and protective equipment to corporate customers in the UK. The 
majority of its turnover is derived from the provision of a fully managed 
uniform and clothing service to corporate customers. It also sells corporate 
clothing through its catalogue (it is not active in wholesale or rental of 
clothing). Dimensions' UK turnover for the year ended 31 December 2009 
was £[ ] million. 
 

                                         
1 MWUK is owned [ ] per cent by Gresham, a private equity firm; [ ] per cent by Simon Hughes, 
the CEO of the merged entity; and [ ] per cent by Moores the Suit People Inc (MSP). MSP is 100 
per cent owned by the Men's Warehouse Inc ('TMW'), a US based company, through TMW's 
subsidiary Moores Retail Group. 
2 Whose direct parent company (which has also been acquired) is Ensco 648 Limited 
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3. Alexandra PLC ('Alexandra') is active in the supply of clothing and 
protective equipment to corporate customers in the UK primarily through its 
catalogue but also through managed service contracts. Alexandra was in 
administration at the time certain of its assets were purchased by MWUK. 
Alexandra was formerly quoted on the London Stock Exchange. 
Alexandra's UK turnover for the financial year ended 31 January 2010 was 
£[ ] million.  

 

TRANSACTION 
 

4. On 6 August 2010, MWUK made two acquisitions: 
 
• 100 per cent of the share capital in Dimensions, for a consideration of 

£[ ] million, and 
 

• (following Alexandra's entry into administration on 12 July 2010) 
certain assets from Alexandra's administrator, PricewaterhouseCoopers 
LLP (PwC),3 for a consideration of £[ ] million.  

 

JURISDICTION 

 
5. A relevant merger situation arises when two or more enterprises cease to 

be distinct and either the UK turnover test or the share of supply test set 
out in section 23 of the Act is met.  

 
6. Given that Dimensions and Alexandra were wholly separate entities prior to 

their acquisition by MWUK, and were not previously under common 
control, the acquisition of each of them by MWUK is potentially a relevant 
merger situation for the purposes of the Act. 

 
Acquisition of Dimensions 
 
7. Both MWUK and Dimensions are clearly 'enterprises' that have ceased to 

be distinct from each other. 

                                         
3 The parties made arguments that Alexandra was a failing firm in the course of the OFT 
investigation, however, given the OFT has concluded that no SLC arises as a result of the 
transactions it has not been necessary to give further consideration to these arguments here 
although they are considered further under the section of this decision dealing with the 
counterfactual. 
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8. The UK turnover of Dimensions exceeds £70 million; the turnover test in 
section 23(1)(b) of the Act is satisfied in relation to this transaction.  

 
9. Therefore the OFT believes that it is or may be the case that a relevant 

merger situation has been created by the acquisition of Dimensions by 
MWUK. 

 
Acquisition of certain assets of Alexandra 

 
Enterprises ceasing to be distinct 
 

10. Given that only certain of Alexandra's assets were purchased, the OFT has 
first considered whether the sum of these can be considered to be an 
'enterprise' for the purposes of the Act (such that Alexandra constitutes an 
enterprise that has ceased to be distinct from each of MWUK and 
Dimensions). 
 

11. The requisite test for the OFT is that it has to reach a belief that it is or 
may be the case that a relevant merger situation has been created (section 
22(1)). 
 

12. MWUK informed the OFT that it has acquired the following assets from 
PwC: plant and equipment, IT systems, certain customer contracts, the 
benefit and burden of certain tender submissions, intellectual property 
(trademarks and internet domain names), vehicles, stock and records. 
MWUK has taken over responsibility for the staff on the basis that the 
TUPE4 regulations apply. MWUK will also inherit any goodwill that attaches 
to Alexandra under its brand.  
 

13. In relation to establishing whether an enterprise is present, the OFT's 
guidance states that: 'An 'enterprise' may comprise any number of 
components, most commonly including the employees working in the 
business and the assets and records needed to carry on the business, 
together with the benefit of existing contracts and/or goodwill.'5 The 
guidance goes on to identify the transfer of customer records, the 
application of the TUPE regulations and payment for goodwill as being 
indicative of an enterprise being present. 

                                         
4 Transfer of Undertakings (Protection of Employment) Regulations 2006, SI 2006/246. 
5 OFT Mergers – jurisdictional and procedural guidance, paragraph 3.10.  
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14. As a result, the OFT believes that it is or may be the case that the transfer 
of this collection of Alexandra's assets to MWUK constitutes an enterprise 
for the purposes of consideration under the Act. As a result, the OFT has 
reached a belief that it is or may be the case that Alexandra will cease to 
be distinct from MWUK (and Dimensions).  

 
Share of supply test 
 

15. Alexandra's turnover is below £70 million and so the turnover test in 
section 23(1)(b) of the Act is not satisfied in relation to this transaction. 
The OFT has therefore considered whether the share of supply test is 
satisfied in relation to the acquisition of the Alexandra assets 
 

16. The parties argued that the share of supply test was not satisfied in 
relation to the Alexendra assets. This was because, at the time of the 
acquisition (which technically completed before the Dimensions 
acquisition6), MWUK did not own Dimensions. Given that MWUK was not 
itself active in the manufacture or supply of corporate clothing in the UK, 
there was therefore no overlap between MWUK and Alexandra for the 
purposes of the share of supply test. 
 

17. The OFT notes that section 23(9) of the Act states that the question of 
whether a relevant merger situation has been created shall be determined 
immediately before the time when the reference has been, or is to be, 
made. The fact that there was no overlap between MWUK and Alexandra 
at the time the enterprises ceased to be distinct from each other is 
therefore not conclusive. At the time of the OFT's decision on reference, 
MWUK owns Dimensions and therefore there is an overlap between 
MWUK/Dimensions and Alexandra in the supply of corporate clothing for 
jurisdictional purposes.  
 

18. The combined share of supply share exceeds 25 per cent in relation to the 
supply of corporate clothing in the UK, and the share of supply test in 
section 23 of the Act is therefore met in relation to the acquisition of 
Alexandra.  
 

                                         
6 [ ] 
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Conclusion 
 
19. As such, the OFT believes that it is or may be the case that a relevant 

merger situation has been created by the acquisition of the Alexandra 
assets by MWUK.  

 

BACKGROUND AND RATIONALE 

  
20. The value of the market in corporate wear has steadily declined since 

2007. The level of this decline has been varied across different suppliers, 
some indicating a drop in sales of up to 25 per cent over this period. The 
OFT was informed by competitors that the recession was the main factor 
driving sales down. One commented that clothing was considered to be a 
low priority, and that in the current climate some customers try and delay 
purchasing all but essential items. 
 

21. Dimensions, like other companies operating in the corporate clothing 
sector, has experienced a [ ] per cent decline in sales during the recent 
economic downturn. As well as experiencing a drop in sales due to the 
general economic climate, Alexandra, has experienced other issues which 
have led to a decrease in its revenue. These are explored further in the 
counterfactual section below. 
 

22. [ ]  
 

THE COUNTERFACTUAL 
 

23. Paragraph 4.3.5 of the OFT/CC Merger Assessment Guidelines7 states: 
 
'In practice, the OFT generally adopts the prevailing conditions of 
competition (or the pre merger situation in the case of completed mergers) 
as the counterfactual against which to assess the impact of the merger. 
However, the OFT will assess the merger against an alternative 
counterfactual where, based on the evidence available to it, it considers 
that the prospect of prevailing conditions continuing is not realistic (for 
example, because the OFT believes that one of the merger firms would 
inevitably have exited from the market) or where there is a realistic 

                                         
7 Mergers Substantive Assessment Guidance (OFT 506). 
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prospect of a counterfactual that is more competitive than prevailing 
conditions'. 
 

24. The pre-merger situation is that Dimensions was active independently in 
the supply of corporate clothing in the UK. However Alexandra was in 
administration at the time of the acquisition and there was therefore some 
question as to whether it might meet the conditions of an exiting firm.8 In 
this respect, as well as suffering from a loss of sales due to the general 
economic downturn, [ ]. Third parties commented that they did not believe 
that Alexandra's aggressive pricing strategies were sustainable in the long 
term as evidenced by its ultimate entry into administration. At the same 
time, OFT notes that although Alexandra's assets were purchased out of 
administration, there appear to have been several other companies 
interested in purchasing them and it is not clear that Alexandra would not 
have survived as a going concern. 
 

25. Ultimately, given that competition concerns were not found in relation to 
either acquisition, it has not been necessary, in this case, to conclude on 
whether or not Alexandra was an 'exiting firm' under the criteria in the 
OFT/CC Merger Assessment Guidelines.9 However, in this regard the OFT 
notes that a firm is not necessarily financially failing simply because it is in 
administration. Further, other purchasers were interested in purchasing 
Alexandra, meaning that it may still have been possible for Alexandra to 
have been re-organised. For these reasons, the OFT has considered for the 
purposes of its assessment of the transactions that Alexandra would have 
survived as a going concern. 

 
26. In relation to each acquisition, the relevant question for the OFT was 

whether, given the acquisition by MWUK of the other business, the 
addition of that relevant target business itself created a realistic prospect of 
a substantial lessening of competition. In determining the answer to this 
question for each relevant merger situation, the OFT assessed the 
competitive constraints that the merged entity would be likely to face 
following the mergers (as it would do in assessing an individual merger). 

 

                                         
8 See Merger Assessment Guidelines, paragraphs 4.3.8 to 4.3.18. 
9 Merger Assessment Guidelines, paragraphs 4.3.8 to 4.3.18.  
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MARKET DEFINITION 
 

27. Dimensions and Alexandra overlap in the supply of corporate clothing in the 
UK (see paragraph 20). Corporate clothing is bought by companies and 
other organisations to be worn by their employees. It is either bought 
directly by the employer or indirectly by the employees using a clothing 
allowance. It includes the supply of uniforms and other apparel by 
specialist corporate clothing companies. Some employers may 'self supply' 
corporate clothing by carrying out for themselves all or some of the 
functions of a specialist corporate clothing provider.  
 

28. The parties submitted, and third parties corroborated, that the supply of 
corporate clothing can be segmented in the following way: 

 
• managed corporate clothing services  
• catalogue sales  
• rentals (in which Dimensions and Alexandra do not overlap),10 and 
• personal protective equipment (PPE). 
 

29. The supply of corporate clothing has not previously been the subject of an 
investigation by either the OFT or the CC.  
 
Product scope 
 

30. The parties submitted that the relevant candidate market is the supply of 
corporate clothing as a whole, but that this market can be segmented by 
type of distribution; managed corporate services, catalogue sales and PPE. 
They did not consider that each of these segments was capable of being 
defined as a separate relevant market.  
 

31. Market definition begins with the narrowest plausible candidate market(s) 
in which the parties overlap. In this case, on a cautious basis, these are: 

 
• managed corporate clothing services 
• catalogue sales, and 
• PPE. 

 

                                         
10 Alexandra is active in rentals but Dimensions is not – the parties do not therefore overlap in 
rental services this will therefore not be considered any further. 
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32. Each of these is considered below. 
 
Managed corporate clothing services 

 
33. The parties are both active in providing managed corporate clothing 

services in the UK.  
 

34. The provision of a fully managed service involves the design, delivery, 
replacement, planning and removal/destruction of corporate uniforms. A 
partially managed service involves the same services except that customers 
take delivery and then arrange distribution of the garments, rather than 
having the distribution managed by the service provider. Corporate wear 
suppliers typically tender for the contracts of larger customers. Contracts 
are typically for between three and five years. 
 

35. The majority of customers and competitors respondents agreed that 
managed corporate clothing services were distinguishable from other 
corporate clothing services because they provided a particular type of 
service to larger companies and are attractive to certain types of customers 
because all of the companies' clothing needs could be catered for under a 
single contract. Competitors in managed services told the OFT that 
customers of managed service contracts would generally not switch to 
catalogue purchases or indeed to self-supply, that is customers directly 
sourcing their clothing needs from a manufacturer. 
 

36. In relation to self-supply, the views received by the OFT were generally 
consistent. All customers, except one, told the OFT that even following a 
10 per cent increase in prices they would not consider self-supply. The 
reasons given were that they did not believe it to be a feasible option given 
the complexity of the logistics, the need to monitor manufacturers in 
developing countries, and the cost of storage facilities for stock. Customers 
also advised that they would not currently have the skills required to 
choose appropriate materials or to design uniforms. 
 

37. Managed services customers confirmed that they would not generally 
switch to purchasing through catalogues. However, a catalogue competitor 
noted that catalogue sales were becoming more important in the economic 
downturn with, some companies preferring to replace clothing only on an 
'as and when needed' basis (rather than replacing it periodically on a larger 
scale through a managed services contract).  
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Catalogue services  
 

38. The parties overlap in the supply of corporate clothing sold through 
catalogues.  
 

39. Corporate wear sold through catalogues is typically homogenous and 
unbranded. Unlike for managed service contracts, sales of corporate wear 
through a catalogue are typically on an ad hoc basis and there are no pre-
arranged supply agreements. 
 

40. On the demand-side, smaller customers generally told the OFT that they 
would not generally switch to a managed service contract, given that this 
could be more expensive and lacked the flexibility they enjoyed through 
catalogue purchases. The OFT further investigated whether customers 
viewed self-supply, either through purchasing from a retailer or sourcing 
from Asia, as an alternative to purchasing from a corporate wear catalogue 
supplier. In general, third parties' views were that sourcing from Asia 
would be too onerous a task to be profitable following a SSNIP, and retail 
prices do not compare favourably to catalogue prices. 
 

Supply side substitution: managed corporate clothing and catalogue 
 

41. The boundaries of the relevant product market are generally determined by 
reference to demand-side substitution alone, but there are circumstances 
where the OFT is able to aggregate several narrow relevant markets into 
one broader one on the basis of considerations about the response of 
suppliers to changes in price. The OFT may take such considerations into 
account when: 
 

• production assets can be used by firms to supply a range of different 
products that are not demand-side substitutes, and the firms have the 
ability and incentive to quickly shift capacity between these different 
products depending on demand for each, and 

 
• the same firms compete to supply these different products and the 

conditions of competition between the firms are the same for each 
product.11  

                                         
11 OFT/CC Merger Assessment Guidelines, paragraph 5.2.17 
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42. In this regard, third parties noted that most—but not all—corporate wear 

suppliers will provide both managed services and catalogue products to a 
greater or lesser degree given that the clothing for each type of service is 
largely the same and that there are common tasks involved in selling both, 
for example sourcing clothing from Asia, and managing logistics and stock. 
Some differences did exist, however. Further, one competitor told us that 
large customers often require supply of bespoke products via managed 
services and also homogeneous clothing via catalogue sales. These 
customers therefore have a preference for a 'one stop shop'. 
 

43. Set against this under a managed contract, corporate clothing could be less 
standardised and more tailored to the needs of the customer to a greater 
extent, third parties said. Managed services also involve design, fitting, 
embroidery, etc. Similarly, the OFT was not provided with any evidence of 
competitors quickly shifting supply between managed services and 
catalogue sales in response to changes in demand (see, for example, 
paragraph 43) as one would expect were supply-side substitution a 
constraint. 
 

Conclusion on managed corporate clothing and catalogue services 
 

44. The OFT has not considered it necessary to conclude on the precise scope 
of the relevant product markets in this case since the test for reference 
does not depend on this. However, on the basis of the above, the OFT has 
nonetheless taken a cautious approach and examined the transactions on 
the basis of the narrowest plausible candidate markets given the evidence 
on demand- and supply-side substitution; that is, on the basis of the supply 
of managed corporate clothing services excluding self-supply, and of the 
supply of corporate clothing sold through catalogues. 
 

PPE 
 

45. The parties overlap in the provision of clothing with a protective element 
(PPE). PPE is designed to protect users from injury or illness resulting from 
contact with radiological, chemical, physical, mechanical, electrical or other 
hazards and includes a variety of products, for example, hearing protection, 
protective footwear, protective gloves and protective clothing. 
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46. Given that the parties only overlap in the supply of high visibility protective 
clothing, thermal underwear and protective shoes, the OFT has considered 
whether the supply of PPE should be further delineated by these types of 
protective clothing. 
 

47. On the basis of the evidence available to the OFT—and consistent with the 
discussion of corporate wear above (which does not distinguish between 
individual items of clothing)—customers want to purchase sets of PPE 
rather than individual items. Further, one PPE customer told the OFT that it 
did not believe it would be difficult to switch to unbranded suppliers (for 
example, branded protective footwear may be suitable for use in the 
construction industry) or indeed to self-supply from overseas, for example, 
from China. 
 

48. The OFT has not needed to conclude on how the PPE market should be 
delineated given that no substantial lessening of competition concerns are 
raised on the various bases identified. On the narrowest plausible candidate 
markets in which the parties overlap (namely, high visibility clothing, 
thermal underwear and protective shoes) the parties' market shares are not 
high enough to give the OFT cause for concern. In particular, in relation to 
high visibility clothing the parties do not appear to be significant players 
and there are several other suppliers. Third parties have not raised any 
concerns in relation to PPE. The OFT has not therefore needed to give 
further consideration to the markets identified. 

 
Geographic scope 
 

49. The parties submitted that the geographic market for corporate clothing 
services (managed contracts, catalogue sales and PPE) is at its narrowest 
UK wide, as most providers including Alexandra and Dimensions operate at 
least across this area. The parties further submitted that they considered 
that the market could be EEA-wide given that certain large customers 
require European coverage. [ ] 
 

50. Customers and competitors confirmed that clothing was often transported 
across the country and that competitors did not need to be in any particular 
location in the UK. 
 

51. In respect of self-supply, some of the largest UK customers indicated that 
they could self-supply from further afield, including from Asia. 
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Notwithstanding that the extent of any constraint from self-supply on 
managed corporate clothing and catalogue services is unclear, it may be 
the case that self supply 'imports' provide some form of constraint on any 
putative UK geographic market. 
 

52. On the basis of the above and taking a cautious approach, the OFT has 
assessed the merger in a UK wide geographic market.  

 
Conclusion on market definition 
 

53. On a cautious basis, the OFT has assessed the transactions on the basis of 
the narrowest plausible candidate markets in which the parties overlap, 
that is a) catalogue sales b) managed services contracts and c) PPE in the 
UK. 

 
HORIZONTAL ISSUES 

 
UNILATERAL EFFECTS 
 
Managed Services Contracts 
 

Shares of supply 
 

54. In the UK, the parties estimate that they have a combined share of supply 
of managed services (excluding self-supply) of around [20 to 30] per cent, 
with an increment of [five to 15] per cent.  
 

55. Although Alexandra and Dimensions were the two largest managed 
services corporate wear suppliers, customers indicated that they will 
continue to face competition from a number of smaller suppliers. 
 

Tendering 
 

56. Customer contracts are awarded through competitive tendering processes, 
where six to eight competitors are typically invited to participate and from 
which customers identify a shortlist of three to four. 
 

57. The majority of customers who responded agreed that there were a number 
of suppliers who could meet their demands. Simon Jersey, 
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Incorporatewear, Coneen Group, and Sartoria Corporate Wear were 
amongst the competitors which customers told the OFT had bid for their 
contracts when they were open to tender. Other suppliers identified by 
customers included William Sugden & Sons Limited, Russel Europe, Disley 
N M Williams (UK) Limited, Slaters, Hunter Apparel, Direct Corporate 
Clothing and Indiform. All customers who responded indicated that when 
they had gone out to tender they had received at least five tenders from 
competitors who they believed were genuine contenders for the contract.  
 

58. Given that there may be around 50 or so opportunities to tender in any 
given year, the parties submitted that there are opportunities for smaller 
competitors to win significant contracts, and that small size is not an 
impediment to wining contracts. This was confirmed to the OFT by 
customers and competitors. Recent examples of relatively small 
competitors winning large contracts are: Incorporatewear winning the 
contracts for Virgin Atlantic and Thomas Cook [ ]. 

 
Supply to large customers 
 

59. Two competitors queried whether the parties were the only firms with 
sufficient scale to be able to compete for large fully managed contracts. 
They believed that post merger, for the very largest contracts with a value 
of £10 million or more, no other competitors remained. Similarly, a 
competitor commented that it could bid for most managed service 
contracts except the very largest ones which it believed only Dimensions 
and Alexandra were in a position to bid for. 
 

60. Set against this, large customers contacted by the OFT indicated that they 
perceived there to be adequate choice beyond the parties and that several 
companies were credible alternatives to the merging parties even if they 
generally possessed far smaller market shares. They said that the size of a 
competitor did not generally preclude it from being a credible bidder. 
Consistent with this, the parties provided the OFT with numerous examples 
of mid-sized competitors winning contracts for large, multi-site customers. 
Further, competitors told the OFT that consortia had made bids before, 
even though there had been issues around co-ordination and assignment of 
tasks. There was no evidence that any of the large customers had split 
their contracts into 'lots' in the past, however. All three of the largest 
customers who responded were unconcerned about their reduction in 
choice of suppliers post-merger. Two of the three had managed the supply 
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of corporate wear in-house in the past and did not discount doing this in 
the future.  
 

61. Moreover, a large customer commented that they did not believe that long 
term supply agreements with a single supplier were an issue in this market 
given the significant culture and practice of regular re-tendering processes 
by most of the larger purchasers. 
 

62. For these reasons, the OFT does not consider that the transactions will be 
detrimental to large customers. 
 

Closeness of competition between Dimensions and Alexandra 
 
63. The parties submitted that, although the transactions have led to the 

largest and second largest suppliers of managed corporate service providers 
merging, they are not the closest competitors to one another. This is 
because, the parties said, Dimensions focuses on managed corporate 
clothing services whereas Alexandra's sales are more balanced between 
catalogue and managed services sales: Dimensions made £[ ]m worth of 
managed services sales in 2009 relative to £[ ]m worth of catalogue sales 
in the same period; Alexandra made £[ ]m worth of managed services sales 
in 2009 versus £[ ]m worth of catalogues sales. 
 

64. Bidding data from the parties over the last four years supports the 
proposition that the parties do not compete strongly against one another. In 
general, the parties have only bid against each other in relatively few of 
contracts that each has bid for.  
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Frequency and proportion of each of the parties' total number of annual bids in 
which it faced competition from the other merger party  
 

  2007 2008 2009 2010 

Dimensions   [ ] [ ] [ ] [ ] A. Total number of tenders in which 
each party bid: Alexandra [ ] [ ] [ ] [ ] 

      
B. Number of tenders in which both Dimensions 
and Alexandra made bids (this will be a subset of 
the figures in the row above) 

[ ] [ ] [ ] [ ] 

      
Dimensions  [ ]% [ ]% [ ]% [ ]% C. Per cent of tenders in which it 

bid against the other merger party 
(i.e. the figures in B. divided by the 
figures for each party in A.): 

Alexandra [ ]% [ ]% [ ]% [ ]% 

 

 

65. Of the [ ] tenders in which the parties bid against one another in 2009, 
neither party was successful in around [ ] of the cases, indicating that 
other bidders provide a constraint on both of the parties. Consistent with 
this, customers reported that there were several firms willing and able to 
submit competitive bids. Customers also identified non-price factors on 
which competitors are able to rival the merger parties. 
 

66. Set against this, three customers for whose business both the parties bid 
against one another (these were not all in the same year) provided 
information on the prices offered by the first and second place bidders. In 
two of these instances, the parties were placed first and second. However, 
the number of tenders in which the parties were first and second place is a 
very small subset of all the contracts for which the parties bid against each 
other. 
 

67. The OFT's market testing supported the parties' argument that Dimensions 
and Alexandra predominantly target different customer groups and that 
their products are differentiated. Third parties confirmed that they 
perceived Alexandra to be stronger in catalogue sales whilst Dimensions 
was more focused on managed services contracts.  
 

68. Overall, then, although there is some evidence of the parties competing 
with each other, seen in the context of the overall bidding data the OFT 
concludes that the parties are not closer competitors than their market 
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shares would imply, and that there are a number of competitors able to 
constrain them. 
 

Conclusion on unilateral effects in managed services contracts 
 

69. On the basis of the evidence above on market shares and tendering, the 
OFT does not consider that the mergers give rise to a realistic prospect of a 
substantial lessening of competition on the basis of unilateral effects in 
managed services contracts. 

 
Anticompetitive buyer power 
 

70. A competitor was concerned about the parties' ability to engage in 
'predatory' pricing post-merger. They argued that by earning a reputation 
for bidding aggressively the parties could deter rivals from making bids. 
They further argued that MWUK is a well resourced competitor and could 
therefore support losses over a three to five year period. The competitor 
told the OFT that the parties could harm competitors and damage 
competition by: 

 
• bidding below cost for a contract in order to build a relationship with a 

customer 
• improving margin by using the additional demand to secure better prices 

from garment suppliers in Asia, and 
• improving margin by product re-engineering and added value services. 
 

71. The OFT considered that the complainant's argument was most 
appropriately characterised as a concern over the possible exercise of 
anticompetitive buyer power (sometimes known as a 'waterbed effect'). In 
doing so, the OFT noted that, in many cases, an increase in buyer power 
will not give rise to unilateral effects; and some of the benefit to the 
merged firm may be passed to its customers. 
 

72. Under the waterbed effect argument, any additional discount generated by 
the expanded activities of the merged firm (from enhanced buyer power or 
from MWUK's 'deep pockets') allows it to reduce prices and attract 
additional business. Some of that increased business comes at the expense 
of the merged firm's competitors. Their scale of activity is therefore 
reduced. 
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73. This may reduce the discount that they obtain from their garment suppliers 
in Asia and/or make them less able to enjoy economies of scale. If so, then 
this 'waterbed effect' may give rise to competition concerns if the merged 
firm's competitors are already sufficiently 'squeezed' that they exit the 
market or otherwise cut back their operations. This reduces the competitive 
pressure on the merged firm, potentially more than offsetting the typically 
pro-competitive effects of its enhanced buyer power. 
 

74. The waterbed effect in this case therefore depends on four factors. First, 
the extent to which discounts depend on scale. Second, whether any 
scale-dependent discounts apply 'at the margin' to prices, so that discounts 
affect retailers' incremental costs, which in turn affect the prices they 
charge. Third, whether there are economies of scale in managed services 
and fourth, whether the merged firm's rivals are much smaller and/or 
operating under much lower margins. Even if so, any waterbed effect must 
still be weighed against the pro-competitive effects of buyer power. 
 

75. On the first and second factors, several competitors told the OFT that 
Asian garment suppliers (in particular those in China) preferred to deal with 
larger companies, and offered them discounts. However, this appeared to 
be for reasons of supply chain logistics as much as for reasons of volume. 
Further, the OFT was unable to ascertain how many competitors use 
garment suppliers in Asia and could therefore be affected by the 
complainant's concern. The information available to the OFT was 
insufficient to determine what form any discounts that Chinese garment 
suppliers offer to large UK customers may take (retrospective rebates or 
discounts 'in kind', for example).  
 

76. On the third factor, the OFT did not uncover any evidence that economies 
of scale in managed services contracting are such that a small reduction in 
the scale of the activities of the parties' competitors would substantially 
increase their costs of operation. 
 

77. On the fourth factor, given that several competitors have been in financial 
difficulty in the past year, it seems likely that at least some of them have 
incorrectly priced contracts, indicating that they may be operating under 
low margins. Further, the parties have larger market shares than their 
rivals. Set against this, the parties margins do not appear significantly 
higher than their competitors and customers have told the OFT that small 
size is not an impediment to winning contracts (see paragraph 64). On 
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balance, then, it is not clear to the OFT that the parties' competitors are 
sufficiently squeezed that they would be likely to exit the market or 
otherwise curtail their activities. 
 

78. Consequently, the OFT does not consider that the mergers give rise to a 
realistic prospect of a substantial lessening of competition on the basis of 
anticompetitive buyer power in managed contract services. 
 

79. As noted below, the OFT may also need to take account of any stimulus to 
rivalry in managed contract services that may arise as a result of any 
increased buyer power from the mergers. However, given the OFT's 
findings on the waterbed effect, it is not necessary for the OFT to conclude 
on this. 
 
Catalogue Services 

 

Shares of supply 
 

80. The parties have a combined market share of [25 to 35] per cent, with an 
increment of [zero to 10] per cent in the supply of corporate clothing 
through catalogues. 
 

81. The parties submitted that Dimensions did not compete strongly with 
Alexandra given its relatively low market share. 
 

82. The parties also informed the OFT that providers do not generally have 
ongoing contractual relationships with catalogue customers and, as a 
consequence, catalogue customers are free to buy from different providers 
as and when they choose to fulfil their clothing needs. In addition, 
catalogue providers are able to buy one type of clothing from one 
manufacturer and another type of clothing from another provider.  
 

83. Customer responses to the OFT indicate that they are able to multi-source 
and that the products produced by competitors are viewed as being 
generally substitutable. Most customers did not express concerns about the 
proposed merger to the OFT. 
 

84. Consequently, the OFT does not consider that the mergers give rise to a 
realistic prospect of a substantial lessening of competition on the basis of 
unilateral effects in catalogue services.  
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COORDINATED EFFECTS 
 

85. One third party raised the possibility that co-ordination would be more 
likely post merger. The third party argued that competitors would not wish 
to bid in managed services contract tenders in which the parties are the 
incumbent because the parties would compete aggressively in these 
tenders. In the OFT's view, this concern is therefore most appropriately 
characterised as one over customer sharing The OFT received no evidence 
of pre-existing coordination on prices, geographic territories, product 
categories or customers.  
 

86. The OFT does not consider that the proposed merger will change the 
structure of supply to such an extent as to create or strengthen the 
likelihood of tacitly collusive behaviour in managed services, especially 
given the parties have different strengths (Alexandra in catalogue sales and 
Dimensions in managed services). Co-ordination requires all of the following 
conditions are met: that rivals can reach and monitor the terms of co-
ordination; that co-ordination is internally sustainable; and that co-
ordination is externally sustainable. 
 

87. In summary, the OFT considers that—even if corporate wear firms could 
reach and monitor the terms of co-ordination (which does not appear 
likely)—it is far from clear that co-ordination would be internally or 
externally sustainable. 
 

88. The OFT considers that reaching and monitoring the terms of coordination 
is generally easier where there are few firms in the market, and where the 
degree of complexity in the environment in which firms compete is not 
high.12 In the present case, however, between six and eight firms typically 
bid for contracts (see paragraph 62)—meaning establishing a 'bidding rota' 
is likely to be hard. Further, managed service contract tenders are 
'bespoke' and cover non-price parameters of competition (see paragraph 
71)—so the complexity of tenders seems high and likely to vary from one 
contract to another. 
 

89. In terms of internal sustainability, corporate wear managed services 
contracts tend to last around three to five years making them important 
sources of revenue. Each is sufficiently large that it is likely that rivals 

                                         
12 See Merger Assessment Guidelines, paragraph 5.5.11. 
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would have the incentive to deviate from the co-ordinated terms in order to 
win the business. Further, the duration of contracts makes it difficult for 
rivals to swiftly retaliate against firms deviating from the co-ordinated 
terms.13 

 
90. In terms of external sustainability, existing 'fringe' competitors outside any 

coordinating group appear likely to be able to take significant business from 
any coordinating group (see paragraph 64), which typically reduces 
external stability. Further, there has been international entry to the supply 
of corporate wear in the past two years – the current mergers being 
examples of this. Another example is the acquisition by Logistik of Faithful 
and Rainbow in June 2009. The instability caused by outside entry is 
unlikely to be conducive to maintenance of a co-ordinated outcome. Also, 
given the bespoke nature of contracts and the large size of many 
customers (relative to suppliers of corporate wear), several customers told 
the OFT that they possessed buyer power (see paragraph 99), which is 
also likely to externally destabilize coordination.14 
 

91. Nor did the OFT receive any evidence that Alexandra or Dimensions were 
particularly aggressive competitors whose presence had been preventing 
coordination from emerging pre-merger.15 
 

92. On balance, then, and on the basis of the above, the OFT does not 
consider that the mergers give rise to a realistic prospect of a substantial 
lessening of competition on the basis of coordinated effects in managed 
services contracts. 

 

BARRIERS TO ENTRY AND EXPANSION 
               

93. The parties submitted that barriers to entry and expansion are low in each 
of the markets identified. They informed the OFT that there are 
insubstantial intellectual property or technical know-how required. In 
relation to managed services any initial investment can be recouped 
through the winning of a substantial customer contract. The parties and 
third parties identified one significant new entrant, Pacific Brands, an 
Australian corporate clothing provider which had recently entered the 

                                         
13 See Merger Assessment Guidelines, paragraph 5.5.16. 
14 See Merger Assessment Guidelines, paragraph 5.5.18. 
15 See Merger Assessment Guidelines, paragraph 5.5.19. 
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market by winning the tender for Compass Group PLC. Third parties 
generally commented that barriers to de novo entry were high given the 
costs associated with the scale of operation required to be a significant 
operator in the markets identified. 
 

94. Given the outcome of the competition assessment does not depend on it, 
the OFT has not found it necessary to conclude on the height of any 
barriers to entry and expansion.  

 

BUYER POWER 
 

95. During the course of its investigation the OFT found some evidence of 
countervailing buyer power especially among larger managed services 
customers who submitted that they possessed sufficient buyer power to 
mitigate any unreasonable price increase. Given the number of competitors 
in the market smaller customers generally felt they were able to switch 
supplier. By way of example, one large customer told the OFT that it 
believed that it had buyer power given the volumes it purchased and 
commented that the competitive tendering process enabled it to not only 
drive prices down but also to increase the quality of supplies.  
 

96. Given that no prospect of a substantial lessening of competition is raised 
by the transactions, the OFT has not found it necessary to conclude on 
whether there is buyer power in the markets identified. 
 

THIRD PARTY VIEWS 
 
97. Where relevant, third party comments have been incorporated above. No 

customer complaints were received as they considered the parties were not 
strong competitors with one another and they had adequate choice post-
merger. Far from being concerned some customers who responded to the 
OFT believed that they perceived that the merger would provide the 
Dimensions business with financial backing which would enable it to grow 
the business and market position. Some competitors were, in contrast, 
concerned that the it was a merger of the largest two players in the general 
provision of corporate wear, seeing the transactions as a reduction in 
choice of provider for customers. 
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ASSESSMENT 
 

98. The parties overlap in the manufacture and supply of corporate wear in the 
UK. More specifically they overlap in the supply of corporate wear under a) 
managed services b) catalogue sales and c) PPE.  
 
Managed service contracts 
 

99. In the UK, the parties estimate that they have a combined share of supply 
of managed services (excluding self-supply) of around [20 to 30] per cent, 
with an increment of [five to 15] per cent. Unilateral effects concerns do 
not arise as a result of the transaction. The parties do not appear to closely 
compete with one another as Dimensions specialises in managed services, 
whilst Alexandra is known for its catalogue business. No customers who 
responded to the OFT were concerned by the merger. Several customers 
indicated that it was not difficult to switch supplier and that relatively 
regular tendering provided them with an adequate choice of credible bids. 
Larger customers indicated that they believed they possessed a degree of 
buyer power. 
 

100. A competitor expressed concern about the parties' potential ability to 
leverage any increase in buyer power post-mergers to give anticompetitive 
effects. However, the evidence available to the OFT did not indicate that 
the conditions for such a 'waterbed effect' were likely to be met. 
 

101. Nor does the OFT believe that the proposed mergers will create or 
strengthen coordinated behaviour. The OFT does not have any evidence to 
suggest that collusive behaviour is presently occurring in the industry. The 
mergers do not make the market concentrated and the competitive 
environment is complex, meaning firms are not likely to have the ability to 
reach and monitor the terms of any customer sharing. The lumpiness of 
managed services contracts means that competitors' incentives to deviate 
from any coordinated outcome are high and that punishment for deviation 
is not credible, meaning that coordination is not likely to be internally 
stable. Fringe competitors and new entrants appear likely to be able to win 
business from any coordinating group and large customers have buyer 
power, meaning that coordination is not likely to be externally stable. 
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Catalogue services 
 

102. In relation to catalogue services the parties have a [25 to 35] per cent 
share of supply. The increment created by the transactions is just [zero to 
10] per cent. 
 

103. There are no customer contracts and buyers purchase on an ad hoc basis – 
they are therefore able to switch and multi-source according to their 
requirements. Customers informed the OFT that they believed they had a 
degree of buyer power. 
 
PPE 
 

104. The OFT has not needed to conclude on how the PPE market should be 
delineated given that no competition concerns are raised on the various 
bases identified. On the narrowest plausible candidate markets in which the 
parties overlap (namely, high visibility clothing, thermal underwear and 
protective shoes) the parties have low market shares which would not 
typically be a cause for concern to the OFT. There are also several other 
suppliers. Third parties have not raised any concerns in relation to PPE. 
 

105. 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 
 

106. Neither of these mergers will be referred to the Competition Commission under 
section 22(1) of the Act. 
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