COMPETITION TRIBUNAL
REPUBLIC OF SOUTH AFRICA

Case No: 70/LM/Sep02
In thelarge merger between:
Edgars Consolidated StoresLimited

and

Elixir Marketing (Pty) Ltd

Reasons

Approval

The Compdition Tribund issued a Merger Clerance Cetificaie on 16 October 2002
gpproving the merger without conditions. The reasons are set out below.

The merger
The Transaction

Edgars Consolidated Stores (“Edcon”) is purchasing the entire issued share cgpitd in
Elixir Marketing (Pty) Ltd.

The parties to the transaction

The primary acquiring firm is Edcon, a public company liged in the JSE. Edcon is not
cortrolled by any firm.

The primary target firm is Elixir Marketing (Pty) Ltd, which trades as Super Mart. There
ae currently 7 dores dtuated in Johannesburg, Pretoriay  Germiston, Rugtenburg,
Witbank, Klerksdorp and Vereeniging. Through a joint venture with Laurd Gold, of
which Super Mart owns 50.1%, it dso offers afull range of clothing.

Rationale for the transaction

According to Edcon it is intereted in expanding its exiding dothing, footwear and
accesories busness into product categories that are atracting a greeter proportion of
consumes spend due to the changing needs of South African buyers Edcon will not re-
brand the Super Mart Stores.



Evaluating the mer ger
Relevant mar ket

Edoon trades predominatly in the retaling of dothing, foorwear and accessories
throughout South Africa and in neighboring countries Edcon’'s mgor retal formas are
Edgars Je, Sdes House, Red Square, Cuthberts, Smiley's Wearhouse and ABC, which
target the lower-middle to upper-middle income groups

Super Mart dores are large discount departmental stores amed a the middle to lower
income groups It <dIs dectricd  gopliances and sound  equipment, house  and
kitchenware, DIY products, flooring, blankets and linen, jewery, beauty products and
cognetics, musc and video, schoolwear, dationery, toys and luggege. It dso offers a full
range of dathing for men, ladies, kiddies and infants.

Both Edcon and Super Mat <dl the same kind of products however, the customer
profile, the different sore formas and the large difference in prices charged for the
various product groups indicate that they do not compete in the same rdevant product
markets, for example:

Appare
Super Mat's clothes ae on average 20% less than that of Edcon and less

contemporary.

Schoolwear

Edcon only socks standard schoolwear wherees Super Mat dso stocks a smadl
amount of “unique schoolwear”. Edcon’'s schoolwear offerings are priced, on
average, between 15% - 60% higher than those sold by Super Mart.

Cosmetics

Edcon docks “presige’ and “fast-moving” products and its prices are between
9%6% for har care, 317% for fragrances and 288% for skincare products, higher
than those of Super Mart.

Textiles

Edcon's textile products that overlap with Super Mart's top twenty sdlers ae
aoproximatdy 32% more expendve, with bedroom products 119% and bathroom
products 255% more expensve.

Sationery
Edgars sIs a smdl amount of greging cards while Super Mat sdlIs school
exercise books, rulers and pens.



Musc

One of Supar Mat's man products is musc tapes and CD’s, which represents
16% of its turnover. Edcon is currently sill experimenting with this product and
only sdllsmusic in four Edgars and eighteen Jet Stores.

Moreover, Super Mart indicated to us tha it competes with Shoprite's non-food divisons
as well as large retal gores such as Game. It has never perceived Edcon as a competitor.
Edcon, inter dia, competes with stores such as Truworths, Foschini and Woolworths.

Prices are set on a nationa bass and we, therefore, agree with the Commission that the
geographic market is nationd.

Effect on competition

Although Edcon is verticdly integrated into the updream manufacturing market, Super
Mat is not, nor does it purchese any of the trading stock from Edcon’'s upstream
manufacturing business.

According to the parties a new competitor, Fashaf/Vetsacor, has recently entered in direct
competition with Super Mart in Johannesburg, indicating that bariers to entry into this
market are low.

In light of the above we find that competition will not be subganttidly lessened or
prevented as aresult of the merger.

Public interest

The transaction does not raise any other subgtantia public interest grounds.
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