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Dear Mr. Coleman, 

I fear the inquiry into the functioning of the pet-care industry in the United Kingdom, while 
obviously noble in its main objective of consumer protection, is based on a fragile premise 

whose logical implications not only impede individual enterprise, but also undermine this 
Government's ambition to foster an environment which attracts business investment and 

global capital. Some of the CMA's mooted interventions are likely to dis-improve some 
consumer outcomes and sufficient weight should be applied to these potential negative 
consequences in the final analysis. 

One can only conclude, upon reading the May ist 2025 working paper, the CMA is 

conducting its investigation based largely on its original; premise that businesses (across 
an industry) earning returns above the cost of capital is indicative of competitive 
dysfunction which is unfair to consumers. There is a major problem with intervening in 

markets according to that philosophy: the law of economic gravity - that fair competition 
will inevitably lead to returns on invested capital declining to levels which just, and no 

more, satisfy its cost - is absolutely not universal. This is amply demonstrated by empirical 

evidence over reasonable time-frames.ii 

I believe there is 'something' associated with pet-care that manifests in industry 
profitability persistently above the cost of its required real capital. The 'law' of economic 

gravity is a law in the sense of Newton, rather than Einstein. It applies less well the further 
the economic output provided is from a commodity good or service. After all, the definition 

of a commodity is that its price will equilibrate to its marginal cost at the marginal level of 
demand. When prices of goods or services do not reflect the marginal cost to provide them 

there is something else going on (assuming we can exclude price fixing, etc.). 

Consider, as contrasting examples, the property & casualty insurance industry and the 

skincare product industry. Profitability for the insurance industry just about satisfies the 
costs of its necessary capital over-time, whereas the skin-care industry earns profits far 

above those commensurate with the capital investment required to generate them. One 
could not, and should not, conclude from this that the insurance industry is fairer on 

consumers than the skin-care industry, or that the skin-care industry was competitively 
dysfunctional. Each industry simply has different intrinsic characteristics which manifest in 

different return-on-capital profiles. 

Another illustrative comparison might be (private) dental-care and landscaping services. 
The price the consumer pays for dental-care is well above, after deducting the pay of the 

dentist and nurse, the capital cost of the equipment utilized. The price a consumer would 
pay for landscaping services would much more closely reflect the cost of the equipment 

and the charges for labour. In the case of dental care, and indeed skincare, and many 
other industries;;; the consumer is implicitly paying for something for which no accounting 

cost is apparent. As Einstein reportedly quipped, not everything that counts can be 
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I think it is important that consumers, especially in times of distress, can make informed 

choices. What sense would there be, for the sake of short-term profits, of turning off a 

pet-parent from the notion of owning a pet again if they feel particularly aggrieved by 

opacity during a moment of pet-health distress? This brings me back to the nobility of the 

CMA's mission - which I do recognize. I applaud the CMA's focus on transparency as a 

veritable win, win, win - it is in the interest of pets, their owners and the long-term health 

of the industry. I also commend you for the measured and careful approach of the CMA as 

it conducts its investigation, which was especially evident in the recent working paper. 

I am not an objective observer in all of this: I manage a US investment partnership which 

owns shares of CVS Group Pie. I know, only too well, how difficult it is to process an opinion 

piece without prejudice. I thus waited until the end to reveal the author's incentives in the 

hope you might read the foregoing with as little bias as possible. However, there is no 

shame for me in noting my partners and I are aligned to an investigation outcome which 

would not impede future capital formation, business investment or a healthy jobs market 

in the UK. I appeal to the authority to put sufficient weight, in its final deliberations, on 

the negative eventual consequences on the consumer of an outcome particularly unfriendly 

to business. 

Yours sincerely, 

Patrick McNulty 

i As expounded in Section 4 of the November 2024 Working Paper: Approach to profitability and financial analysis 

Empirical evidence for its failure has been aggregated in the following paper: 

https://www.analysisgroup.com/globalassets/insights/publishing/2020-challenges-of-using-return-on-capital-as­

an-indicator-of-monopoly-power.pdf 

iii Industries which tend to exhibit returns on necessary capital far above the cost of capital include freight forwarding, 
branded consumer goods, exhibition organizers, two- and three-sided digital marketplaces, academic journal 

publishing, asset management, vertical software, fragrance and perfumery manufacturers, etc. 

iv I note the consideration by the CMA of unintended and derivative consequences of potential interventions in the 
working paper and applaud it. From a process perspective, it is important that sufficient weight is placed on these 

(and other) potential negative consequences in the analysis, as opposed to a perfunctory mention. 
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