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c mpetitive force. This is based o evidence from Washstation’s internaldoocuments that has become ava lable sinnce the Decision which corroborates JLA’sviews, contrary to the comments iin para. 24 of the Issues Statement.Product scopeThe Parties overlap in the supply of managed laundry services throughvariable rental agreements, primari y to HE customers. The Issues Statementnotes (at para. 18) that th CMA willl investigate the xtent to which other types ofagreement are alternativ s to variable rental agreeements for HE customers.Whilst m ny HE customeeers use variable rental agreements, they can a d doconsid r aalternative solutions1. Each option only requires laundry equipmennt andengineeers to service and maintain the installed machines – with any ancillaryservices (such as online serv ces or cashless payment solutions) used for variablerental agreements widely avaiilable at low cost.In any event, assessing ustomers’ willingness to co ider alternatives can onlyb d e by taking into acccount the ease of entry/expannssion (which is addres ed inseec ioonn 5 below), and JLA notes the comment at para. 20 of the IsssuesStattement that the CMA will investigate whether the product frame of referenceshould be widened on the basis of supply-side substitution.Whatev r the precis scope of the type of agreement HE customers can or do use,a detaileed assessmeent of the supply-side onstraints demonstrates the ease ofexpansion/entry and means that th Transacction has not led (and will not lead) toany SLC in any market in the UK. Seee section 6 below.Para. 5.2.17 of the CMA’s Merger Assessment Guid lines is particularlypertinent here. It states that “[t]h boundaries of the rel vant product mark tare g nerally determined by refeerence to demand-sideee substitution alonee.Howeveer, there are circumstances where the [CMA] may aggregate several narrowrelevant markets into one broader one on the basis of considerations about theresponse of suppliers to changes in prices”. Whatever the position on the demandside, the product m rket is broader than the supply of managed laundry services toHE customers on aa varia le rental basis because: (i) the assets used to supplysuch customers can also bbe used to supply customers outside the HE sector, andwith other types of agreement, and vice versa; (ii) it is easy for suppliers to shiftsupply between types of cu tomer; and (iii) the ease of expansion means there willbe no short-term supply consstraints.Geographic scopeThe Issues Statement (para. 21) states that the CMA’s starting point for theassessment of the geographic frame of reference will be a nationalgeographic market of the whole of the UK.There are elemen s of th geographic market that are local and national.However, wh ther tthe scopee of the geographic market is national or narrowerdoes not affeect t e substantive analysis. The impact of the Transaction oncompetition and t hhe ease of entry/expansion are unaffected by the geographicscope of the market.
See, for example, [%]. 



                                                                                                                                                                                                                                                                                                                                                                                                                                              
  

4.3 Nonetheless, understanding the way in which upply a d demand op rate in ageographic context may help to frame the asssessmennt. Whilst deemand ispredominantly local, on t e supply ide any supplier can operate cross the UKfro a single loca ion withh engineerss avail ble in different regions, aas was clearlydemmonstrated by tthe xample of Wa hstaation itself with only 10 mployees (ofwhich 6 were engineeers). Other ssuppliers like Thain Commeercial, or anymmercial laundry distributor in the UK could easily cover a wider area by sub-ccoontracting one or more engineers as needed.4.4 As for demand, most HE customers are universities that operate in a specificarea (e.g. University of Leeds, University of Southampton, etc.) for whom ocaupplier able to provid managed laundry services will be more than capaablle ofsserv cing their requiremeents. This is evident from the example of Thain Comm rciall(a diistributor in Scotland) cited in the Decision – of a similar siz toWashstation. For such customers, local suppliers can readily competeee forcontracts and the ability to offer national coverage is not necessary to competeeffectively.4.5 There re few customers whose demand is more geographically spread(essentiaally a handful of private sector ac ommodation providers such as [%]).However, in most cases, they do not contracct for all sites at th same time, therebydiminishing the importance of national coverage. In any vent, t the extents ch customers operate nationally, a supplier can competeee with oonly a smallnuumber of engineers. This is exactly what Washstation did, with only 6 engineers([%]). In addition, OEMs often operate through a distributor network and can offernational coverage in that way. . Expansion and entry55.1 The Issues Statem nt notes ha in Phase 1 a “number of competitors indicatedtheir willingness to eexpand/entter tthis sector”22. This is not surprising given the lowbarriers to expansion and e try. This is because there are low risks or hurdles toproviding varia le rental mannaged laundry services to HE customers, and scale isnot needed to bbe an effective competitor (as Washstation itself showed).. The reasons barriers to expansion and entry are low can be summarised as follows:55.22.1 machines, engineers and (where needed) payment systems are common to alltypes of customer;5.2.2 revenues are predictable and comfortably pay for machines over the duration ofa typical contract;5.2.3 tenders and other opportunities are easy to identify;. .4 suppliers can make use of leasing arrangements to de-risk capital investment; and55.22.5 any specific requirements for HE customers, such as online services anc shless payment mechanisms are easy to supply can be sourced from thirddpaarties at minimal cost. 
2 Paragraph 38. 
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5.7 

These points were covered in section 6 of the Response (which should be readwith th s submission) but are expanded upon b low as they are very relevant inassessiing barriers to entry in this case. All thesee factors show that replicating ycompetitive constraint im osed by Washstation is simple, inexpensive aanndachievable within a short pperiod of time, even for a new entrant – especially asWashstation only had c. [%] customers (covering c. [%] sites).Same equipment and engineersThe same commercial laundry machines are used across the entirecommercia laundry market, regardless of type of cust mer (e.g. HE or other), ortype of agreement (e.g. fixed rental, variable rental or ooutright sale of equipm t).For examplle, the JLA98 machine (manufactured by Alliance) which represeenntsaro nd [%]% of Circuit’s ins alled base is used at sites of customers across HE,leisuure, keyworker and pri tte rent d sect r (“PRS”) acco modation (i.e. thosesectors that typically use a vvaariable reental moodel) as well as mmost other sectors thatuse different types of agreement. There is no difference between m chines or heshless payment systems used in the HE and others s ctors; aand the lattterccaan be easily fitted (by the OEM or retro-fitted by the supplieer) at mi imal cost. Awide variety of mac ines is available from multiple sources, includinng OEMs andtheir distributors. Thhe JLA98 machine, manufactured by Alliance, is readilyavailable from multiple distributors in the UK und r various brandsnames,including Speed Queen, Primus, Domus, IPSO and Hueebsch .Similarly, as the sam machines are used across many customer and contracttypes there are no speecific or un que capa ilities required for engineers to serviceHE customers and/or those usiing varia bble rental agreements. Indeed, JLAuses the same network of i rs across all customer types. This is due to hesimp e fact that, from the eenngginneeeer’s perspective, repairing laundry equipmentt iswhollly independent of either the customer type or the ales proposition by whichthe mac ine had been supplied to the customer: it is jusst a washing machine or adryer. Thherefore, any business already supplying or servicing commercial laundryequipment will have the necessary technical expertise.In addition, a large engineer network is not required – even to serv enational customers. This has been shown by Wash tation itself, whiicchserviced HE customers across the UK with just 6 engineerss. It was able t callon outsourced engineers if ever required, [%]. Outsourced engineers doo notimpose any cost burde on supplier, unl ss and until required – [%]. Engineersare readily available annd caan be employeed as and when a contract is won. It snot necessary to mploy an additional engineer until additional contracts justify iit.T is means that eengineer costs v ry with contracts and re not a fixed cost. Itshhould also be ed that new maachines breakdown on aaverage 1.5-2 times pery ar, which is annootther reason why a large engineer network is not r quired for aneew entrant and why new entry could credibly occur with outsourceed engineerscalled up as and when required. Even though a suppli r could, likeWashstatioonn, offer a ti nal service with only a handful of engineeers there is noneed to have a nationnaal ooffering at the outset as a contract with, say, a universitywould by definition be local.It is also notable that the threat of potential entry is present and remainscredible post-Transaction as there are no material sunk cost for prospectiveentrants, and such entry could happen within a year becaus sset up costs andtime are minimal and there are readily availabl opportunitiees to win contracts(with some £[%]million of annual revenue from eexisting HE contracts expiring inthe next two years, as well as new build student accommodation blocks and 
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Although co tracts tend to be medium to long-term, each year a material amountof new usinness is tendered, either because an existing contract is coming to anend or bb cause new acc mmodation blocks are opening (as noted by manyindependeent third party repoorts).JLA estimates that over th next two years, JLA a d Washstation contracts worthc. £[%] million in annual r venue after commissionn payment will come up forrenewal (with the figures beeeing c. £[%] million to the end of 2020, and c. £[%]million by 2022). In addition, there will b opportunit es relating to the growth istudent accommodation, all of which meeans there iis ample opportu ity to ennteror expand into the HE sector. Entry or exp nsion is viable t rough wi ning a v rysmall number of contracts, and would replicaate the way Washhstation ennntered theemarket.Tenders and other opportunities are easy to identifyMany opportunities are widely publicised by HE customers (especially in thepublic sector), with details being posted on procurement and tender portals, towhich prospective suppliers can sign up at little (or no) cost.Furthermore, there are many other ways in which prospective suppliers canbecome aware of new opportunities, such as through planning leads (e.g.Glenigans or Barbour ABI) or easily accessible market reports in exactly thesame way as JLA does.These factors mean that even a new entrant ha the same visibility of opportunityas existing suppliers – and the are very low ssearch costs to be ome aware ofth se opportunities. Furth rmorere, there are industry forums which ccan be used toideentity and meet prospeective customers – e.g. ASRA, which is one wayWashstation identified leads4.Low capital outlayThe machines (and associated payment mechanisms) a not expensive. Inany event, the machines can be readily acquired on hirere purchase terms, asWashstation often did.Similarly, a large engineer network is not required (with engineers bei g employedas and when contracts are won). Put simply, these costs are not inncurred untilrevenues are already guaranteed.Additional requirements are readily available and inexpensiveOnline services to allow end-users to check on the availability of machinesand monitor the progress of a laundry cycle remotely can be sourced “off-the-shelf”for a minimal hosting fee (JLA pays c. £[%] per year). Laundry Equipment Directhave very recently (i. . since the Decision so far as JLA is aware) launched theirown monitoring systeem targeted t the HE sector5. The syst ms are notproprietary; neither JLA nor Washstaation own the systems or any relateed IP or haveany exclusive or long-term right to use them. The sys em only requires a smallpiece of hardware to be installed on each machine (at a ttotal cost of £[%] per site,
See, for example, [%].https://www.laundryequipment-direct.com/eng/Aquatec/. For end-users (i.e. students) the systemoffers machine availability notification, machine reservation, end-of-cycle notification, payment optionsetc. 

https://www.laundryequipment-direct.com/eng/Aquatec


                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          

not per machine); on the basis that there is an average of 6-8 machines per site,that translates into c. £[%] per machine.5.19 Such services are alre dy ffered by competitors uch as Hughes/Armstrongand Goodman Sparks, aand oothers could easily do sso if they so wished giventheir low costs and ready availability.5.20 Furthermore, an pp allo ng end users to top-up their payments and man gethe use of the maachines wiwith their phones (which Washstation did not have aandhad o plans to develop) is also readily available from several third parties.Greennwald developed the app for JLA [%], with Greenwald already advertising thesolution on its website – see Annex 5.Evidence of ease of entry and expansion5.21 As noted ab ve, the Issues Statement notes (at para. 38) that i Pha 1 a“number of coompetitors in icated th ir willingness to expand/enter inn this sseector”.Whilst the Decision cites an insufficieency of evidence as being a reason why suchviews were not acceptedd, the very fact that third parties indic ted such awillingness is i itself significant. The views of such parties, aactive in thecommercial launndry (or adjacent) market, reflect and confirm the ease oexpansion/entry described above. This has also been affirmed by the en ry offDishwashers Direct, originally from the catering sector, into the HE sector witth thelaunch of Aquatec from Laundry Equipment Direct.5.22 The merger of Hughes and Armstrong has created a materially strongcompetitor than Washstation was. Hughes developed from being a suppli rrof do estic electrical equipmen by becoming a Miele commerci l laundry dealeeerin Ca mmbridg hire in 2013. Itt has since expanded rapidly aand is now thesecond largeesst supplier of commercial laundry equipment in the UK havingacquired Armstrong in February 2018. I is aggressively bidding for HEcontracts to a ar greater extent than Armsttrong did ([%]). Ther fore, to t eextent the CMA ffinds the Transaction may lead to an SLC (which is deenied) – anysuch loss of competition will more than compensated for by the presence of thhemerged Hughes/Armstrong on the market. In other words, competition to JLA isstronger now that it wa pre-Transaction (especially in light of the financialdifficulties Washstation wass facing at the time).5.23 Only a small operation is needed to repli ate the constraint exerted byW hstation (notwithstanding the fact that th t cco straint was weakening for hereaassons noted above). The size of Washstaation nneeds to be put into contextt: itonly had 10 employees (of which 6 were engineers), and c. [%] customers(covering c. [%] sites). It is important to recognise that entry on a small scalewould be profitable. Indeed, overing the upfront costs of entry would requirewinning less than 25 si es (i.e. cc. 8 sites p r year over a three year period) asexplained in response tto Q45 of the Markeet & Financial Questionnaire.5.24 e I sues Statem t states (at para. 36(b)) that the CMA will seek evidenceon cusstomers’ propeennsity to use provid rs with limi ed or no previous experience.TThhat assessment must, in particular, takee account of tthe following:5.24.1 Washstation itself successfully won variable rental contracts from scratch,having only begun operating in 2008;5.24.2 suppliers active in fixed rental of commercial l undry will have a proven record inthe commercial laundry market (such as Maaxwell Adams which has recently 



                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              
     

begun to approach HE customers); and5.24.3 whilst a track record in variable rental is not essen ial to win a contract/tender(see, e.g., Thain Commercial), cquiring a bad reputtation from the poor ervicedelivery of a past contract (as haad become increa ingly commo for Washsstation)is very likely to result in a supplier not being successsful on a re-tennder.5.25 This last point is also pertinent to the counterfactual (discussed above) as well asthe assessment of the ability and incentives of JLA to worsen the competitiveoffering post-Transaction, which is addressed in the next section. . prospect of SLC66.1 NoNotwithstanding the arguments on t e counterfactual and low barri rs to entry setout above, there is no plau ible mechhanism by which customers or eend co sum rsca suffer materi l harm ass a consequence of the Transaction. This meanns theereis nno prospect of aan SLC.6.2 Variable rental agreements lign supplier and customer interests: there isno inc ntive to wors n quality aand service under variable rental contract becausesupplieer income (likee customer income) is dependent on the machiness working.The contracts only provide the supplier with the right to install and operate amanaged laundry facility; they do not guarantee any revenue whatso ver.Therefore, the upplier must ensure the machine is working to generate reveenue(for both the cusstomer and itself).6.3 In other words, the longer a m chine is out of action the less revenue it wi lgenerate for both the supplier aand customer under the v riabl rental modell.This creates a strong incentive for JLA to ensure that maachinees are properlyserviced and fixed as soon as possible. Evidence of a supplier’s incentive tomaintain a high level of service can be seen in an e-mail from a customercomplaining about service a a Washstation site stating that “You are starting tolo e b siness as the studentts have start d going to the local laundrette which isjusst rouund the corner”. Similarly, another ee-mail chain states – in the context of acustomer instructing JLA to re uce the vend price – that “t current price levelis riving tenants to he launddrette across theandd left to our competittors”6. road” and “thhee tenants complained6.4 Furthermore, a badly maintained machine will in the long run cost more to repair– and such costs are borne solely by the supp ier. In addition, the supplier willincur additional costs if extra visits are needed to a site to repair and maintainmachines. For this re son too, JLA as a suppllier of managed laundry servicesunder variable rental aagreements has every incentive to ensure a very high “firsttime fix” rate.6.5 Furthermore, as service calls for all JLA customers are handled by oneteam (cov ring all cus omers nd types of agreement) with jobs allocated toen ure thee most effecttive repaair and maintenance schedule, it would not beposssibl to reduce service level performance to variable rental customers wi houtadverseely affecting the entire JLA customer base, with the vast majori tty ofcommercial laundry customers being non-HE customers.6.6 Customers with existing contracts are, in any event, wholly unaffected ythe Transaction as they are protected by their existing contracts which cannot bbe 
6 See Annex 6 for further details 
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varied unil terally mid contract (other than in very limited ircumstances, such asclo ure f aa site). As the vast majority of customers h ve ccontracts that run for atleasst anoother two years, by the time (which is denied) aany hypothetical harm couldoccur expansion/entry is likely to have take place so customers will have sufficienthoice when their c ntracts come up for rennewal. As for the HE customers whoseccontracts are due foor renewal over the next few months JLA has no incentive todamage long term contractual relationships with its customers through reducedservice delivery or unjustified price increases (i.e. reductions in commi s on)7. Onthe contrary, JLA has a strong incentive to maintain a positive relationsshiip, or riskother bidders – such as Hughes/Armstrong – being preferred t contract renewal.It is not in JLA’s long-term interest to jeopardise its rel ionships with itscustomers, and the possibility of wi ning t e contract tender aaatt renewal (and alsothe possibility of selling other solutionns to thhe same customer such as catering,heating or fire safety), for short- term financial gain on the laundry offering.Buyer powerUniversities ru competitive tender processes and dictate the terms on whicthey seek mannaged laundry services. Contract are typically award d on acustomer’s terms and conditions. They are ssophisticated purchaseers withhs phisticated procureme t departments dealing with all their procurement needscoovering millions of pounnds and use that experience and power when procuringmanaged laundry services.iversities are also often members of buying groups and purchasing consortiasuch as the Southern Universit es Purchasing Consortium, North Easterniversities Purchasing Consortiium, London Universities PurchasingConsortium, Higher Education Purchasing Co sortium Wales, North West
UnUnUniversities Purchasing Consortium, APUC (Scotlannd) and Excellence in Estatesand Facilities.Private sector accommodation providers have leverage a contracts coverpotentially thousands of students’ beds, which supplierss such as JLA,Hughes/Armstrong, Goodman Sparks, Brewer & Bunney and others competeor aggressiv ly. This strong buy r power also means they could sponsor entryffrom a supplieer already active in thee commercial laundry market (e.g. fixed rental)or in an adjacent sector, and could do so by promising a single contract whichcould then be leveraged with other customers.All HE customers consider managed laundry as a cash-g nerating activity (forwhich they make n capital outlay), and have an incentivee to extract th bestpossible deal and too ensure tender and contract awards are well comp teed for.The extent of this buyer power across all HE customers in variablee rentalagreements is reflected by the fact that the average commission paid to customersis c. [%]%, yet of the [%]% ret ined by JLA, it only earns c. [%]% after costs.HE customers in particular, who aare experienced procurers of services, dictate theterms. 
From an end-user perspective, neither the service nor the vend price (which is set by the customer(e.g. HE institution and set out for the term of the contract) will be affected. Vend prices, as setby the customer, are wholly unaffected by the Transaction 7 
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