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Executive Summary - Report of Undertakings 

INV035 Merchant Discount by Cim Finance Ltd 

 

Introduction 

1. By virtue of the powers vested in the Executive Director of the Competition Commission (the 

Executive Director) under Section 30 of the Competition Act 2007 (the ‘Act’), an investigation 

was launched into the conduct of Cim Finance Ltd to charge significantly different merchant 

discounts to different merchants for the supply of hire purchase facility1. The investigation, 

referenced INV035, related to a conduct potentially reviewable under the monopoly provisions 

of the Act. 

2. The investigation was launched following several complaints received, mostly from merchants, 

in relation to alleged increases in the merchant discount and discriminatory merchant discounts 

charged by Cim Finance Ltd. The matter was also reported in the press.    

3. Cim Finance Ltd was informed, by way of letter dated 24th May 2016 of the launch of the 

investigation. The Executive Director had reasonable grounds to believe that Cim Finance Ltd 

may be in a monopoly position for the supply of hire purchase facilities to merchants and that 

its practice of charging significantly different merchant discounts to different merchants may 

amount to an exclusionary and/or an exploitative abuse of the monopoly situation subject to 

review in accordance with the provisions of Section 46 of the Act.  

4. In the very early phase of the investigation, the representatives of Cim Finance Ltd informed 

the Executive Director of their willingness to cooperate with the CCM in order to efficiently 

resolve the investigation; and of their intention to offer undertakings to the CCM to allay the 

competition concerns of the CCM in relation to the conduct. Subsequently, on 25th November 

2016, Cim Finance Ltd offered undertakings to the CCM to address the competition concerns 

raised by the conduct under investigation. 

                                                           
1 ‘Hire Purchase facility’ for the purposes of this document (and in the Report of Undertakings) refers to retail 
credit facilities whereby a retailer sells his products on credit terms and the customer undertakes to pay the 
credit facility provider the outstanding amount plus interest on equal monthly instalments. It includes credit 
under a hire purchase agreement or similar retail credit facilities, including retail credit arrangements where the 
property to the goods passes to the consumer upon purchase, and includes the retail credit facilities offered by 
Cim Finance Ltd, but excludes leasing contracts and payment through credit cards. 
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5. Consequently, the Executive Director assessed whether the proposed undertakings of Cim 

Finance Ltd would satisfactorily address the competition concerns of the CCM. After his 

assessment, the Executive Director submitted his report on the undertakings to the 

Commissioners for their determination. The Executive Director was of the view that the 

undertakings offered by Cim Finance Ltd satisfactorily address the competition concerns of the 

CCM and thus recommended to the Commissioners to accept the undertakings and give the 

latter the form of a direction.    

Background Information 

Main Party 

6. Cim Finance Ltd is a public company incorporated in Mauritius on 9th August 1962. Cim Finance 

Ltd forms part of Cim Financial Services Ltd, the Cim Group of companies. Cim Financial Services 

Ltd is a financial services group listed on the Stock Exchange of Mauritius2. 

7. Cim Finance Ltd is licensed as a deposit taking institution by the Bank of Mauritius and as a 

credit finance institution by the Financial Services Commission. It is a non-banking financial 

institution providing consumer finance, credit card, leasing and factoring services in Mauritius3.  

8. Cim Finance Ltd offers hire purchase facilities to individual clients ‘through a network of over 

75 dedicated Cim Finance Ltd’s counters and a chain of over 700 authorised merchants across 

Mauritius’4. 

Relevant Product 

9. The main product to which the assessment related is hire purchase. For the purposes of this 

document, hire purchase facility refers to retail credit facilities whereby a retailer sells his 

products on credit terms and the customer undertakes to pay the credit facility provider the 

outstanding amount plus interest on equal monthly instalments. It includes credit under a hire 

purchase agreement or similar retail credit facilities, including retail credit arrangements where 

the property to the goods passes to the consumer upon purchase, and includes the retail credit 

facilities offered by Cim Finance Ltd, but excludes leasing contracts and payment through credit 

cards 

                                                           
2 www.cim.mu Accessed 20th January 2017 
3 www.cim.mu/services.html Accessed 20th January 2017 
4 www.cim.mu/consumer-finance.html Accessed 20th January 2017 
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10. It is important to highlight that the hire purchase facility offered by Cim Finance Ltd is not 

necessarily similar to the definition of ‘hire purchase agreement’ within the Hire purchase and 

Credit Sales Act 1964. The main difference being in terms of transfer of property, whereby in 

the hire purchase facility of Cim Finance Ltd the property is transferred to the customer upon 

purchase while in a typical hire purchase agreement the property is transferred upon full 

settlement of the credit. However, for the purposes of the Report of Undertakings both were 

considered as hire purchase facilities. 

11. Cim Finance Ltd is currently the largest supplier of hire purchase facilities in Mauritius. Cim 

Finance Ltd has dedicated counters within the retail outlets of large retailers in Mauritius. For 

smaller merchants, whenever the retailer is selling his good on hire purchase to his customers, 

the retailer will contact Cim Finance Ltd to provide the details of the customer in order to enable 

the latter to assess the credit worthiness of the customer. If Cim Finance Ltd deems the 

particular customer to be credit worthy, it finances the purchase of the good. Cim Finance Ltd 

pays back the retailer the amount of the good net of the merchant discount while the end 

customer pays Cim Finance Ltd the amount charged by the retailer for the good (chargeable 

price) plus 12% Annual Percentage Rate interest and any other charges prescribed by the Hire 

Purchase and Credit Sale Act. 

Framework of Assessment 

12. The existence of a monopoly situation under the Act is based on market shares threshold. In 

this respect, the relevant provisions of Section 46 of the Act reads:  

(1) A monopoly situation shall exist in relation to the supply of goods or services of any 

description where –  

(a) 30 per cent or more of those goods or services are supplied, or acquired on the market, by 

one enterprise; 

(…) 

13. The Act conditions any review of a monopoly situation upon the CCM having ‘reasonable 

grounds to believe that [the] enterprise in a monopoly situation is engaging in conduct that:  

(a) has the object or effect of preventing, restricting or distorting competition; or  

(b) in any other way constitutes exploitation of the monopoly situation’. 
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14. Additionally, Section 46 (3) of the Act stipulates a number of factors which the CCM must take 

into account in reviewing the monopoly situation for any abuse. 

15. The Act further provides the opportunity to an enterprise, at Section 63, to offer a written 

undertaking to the Commission to address any concern that has arisen, or is likely to arise, 

during an investigation in respect of inter alia, a monopoly situation. 

16. Given the Undertakings offered, the assessment of the undertakings does not warrant a 

determination on whether a restrictive business practice is occurring. Rather, the assessment 

focused on whether the undertakings satisfactorily address all the competition concerns of the 

CCM. 

Market definition, market share and dominance  

17. In order to determine whether Cim Finance Ltd may be in a monopoly situation in accordance 

with Section 46, the relevant market must be firstly identified in order to assess the market 

share of the enterprise. 

18. The CCM defines ‘the relevant market’ for any given goods or services in two dimensions:  

(a) product market – which includes the set of products which act as competitive constraint to 

the focal product; and  

(b) geographic market –the geographic area within which competition and substitution occurs5. 

19. The relevant market relates to the set of products that together provide competition to the 

product under consideration. The relevant product market is usually defined on the basis of 

both demand-side substitution – which assesses the ability of consumers to switch to 

alternative products, and supply-side substitution – which assesses the ability of suppliers to 

switch to supply the product. 

20. No conclusion has been drawn on the market definition but was intended to provide the 

framework in order to understand the competition concerns.  

21. Based on the information gathered, the CCM gathered that the supply of hire purchase facilities 

can be categorised at two levels: 

                                                           
5 CCM Guidelines on Market Definition and the calculation of market shares (CCM Guidelines 2) 
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(a) The upstream market where the supply of hire purchase facility is provided by hire 

purchase providers to merchants - the hire purchase market, and  

(b) The downstream market which englobes all the products sold by merchants on hire 

purchase facilities to their customers at retail level; that is the markets where hire purchase is 

used as an input. 

22. Based on the analysis conducted for the assessment, the upstream market was likely to be the 

market for the supply of hire purchase in Mauritius. It is arguable the extent to which in-house 

hire purchase facilities must be included in the market. It seemed more appropriate to exclude 

pure in-house hire purchase providers from the market. However, since Cim Finance Ltd has 

offered undertakings, this question had been left open. At the downstream level, there is likely 

to be several product markets for sales through hire purchase. Some of these markets may be 

geographically segregated. However, no further assessment had been conducted in that 

respect. 

23. Based the calculations on both the value of cash sales financed by hire purchase and the number 

of transactions made by the hire purchase providers, Cim Finance Ltd is likely to have a market 

share of more than 30% [exact figure confidential]. 

24. Cim Finance Ltd is thus likely to be in a monopoly situation in relation to supply of hire purchase 

facilities in Mauritius. It was also assessed whether Cim finance Ltd may be in a position of 

dominance in relation to the supply of hire purchase without however concluding on same. The 

following factors were considered when assessing dominance, namely (i) the competitive 

structure of the market, (ii) the barriers to entry and (iii) the countervailing buyer power. 

25. Cim Finance Ltd was found likely to be in a position of dominance in the relevant market. 

Competition Concerns 

26. The competition concerns of the CCM with respect to the conduct of Cim Finance Ltd were 

assessed within the framework of Section 46 of the Act. 

27. The concern of the Executive Director was that the conduct of Cim Finance Ltd to charge 

significantly different merchant discounts to different merchants may prevent, restrict or 

distort competition in the downstream market in which hire purchase facility is used, or may 

constitute an exploitation of a monopoly situation.  
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28. The competition concerns identified by the Executive Director were that: 

(a) The significant difference in the merchant discount rate may prevent, restrict or 

distort competition in markets where hire purchase facility is used as an input in that: 

i. the difference in the merchant discount charged to different merchants may not be 

justified by cost elements and can be discriminatory;  

ii. the difference in the merchant discount may prevent, restrict or distort competition 

by putting smaller merchants who are charged significantly higher merchant 

discounts at a competitive disadvantage, reducing their ability to compete 

aggressively on the markets, hindering entry and expansion, reducing the pricing 

pressure on the top 5 largest merchants of Cim Finance Ltd, and reducing the choice 

of consumers; and 

iii. the price charged to a certain merchant may be below cost and may amount to a 

leverage of the market power from one market to another. 

(b) The significant difference in the merchant discount charged by Cim Finance Ltd might 

have been predatory and foreclosing access to competitors to the market for the supply of 

hire purchase facilities. However, from the information gathered, this concern is unlikely to 

be sustained. 

(c) The significant difference in the merchant discount rate may also constitute an 

exploitative conduct given that the difference may not be linked to costs, that merchants with 

no or low bargaining power may be charged significantly higher merchant discounts, and that 

some prices (merchant discount) would be either below costs or excessive or both.   

29. The concern in relation to predation on a contemporaneous basis in the market for the supply 

of hire purchase (concern (b) above) is unlikely to be sustained as, to the exception of one 

merchant, the other merchants were charged merchant discount above costs. 

30. Several merchants rely heavily on hire purchase for their sales, amounting up to 90% of the 

sales of some merchants. Thus, hire purchase is an important medium of sales for merchants. 

When charged with a merchant discount, the cost of the merchant will increase. The merchant 

can either absorb that cost or pass it on to consumers. While passing on the merchant discount 

to consumers the merchant may either pass it on to hire purchase customers or to all customers 
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(including cash clients). While passing on the cost to consumers, the price of the merchant will 

increase, and it may affect its ability to compete on the market. 

31. The competition concerns rested upon the alleged conduct that the merchant discount charged 

by Cim Finance Ltd may be discriminatory and/or in certain circumstances below costs.  

32. The Executive Director was concerned that given the significant difference in the merchant 

discount, it may impede on the ability of smaller merchants to effectively compete with larger 

merchants. If they pass on the cost of merchant discount to clients, their credit price may 

increase significantly, other factors remaining constant, as compared to larger merchants. This 

will in turn exert lesser competitive pressure on larger merchants. Further, this will reduce the 

ability of smaller merchants to compete aggressively with larger merchants. The higher price 

may also reduce the choice of consumers looking for products through hire purchase as given 

the higher price, some products may become too expensive for certain consumers.  

33. In the event that the cost is absorbed, it may affect the profitability of the smaller merchant 

and may result in reducing the attractiveness of the business, reducing incentive for entry and 

expansion. Some merchants may also find it difficult to compete on that particular segment, 

which will once more impinge competition and may even result in exit. 

34. It must be noted that the Hire Purchase and Credit Sales Act 1964 limits the ability of merchants 

to pass on the merchant discount directly to consumers. The Hire Purchase and Credit Sales Act 

1964 states that the hire purchase price must include the chargeable price, the charges and 

down payments and no other costs. In turn the chargeable price is the difference between the 

cash price and down payments. Without going into the merits of this restriction, it appears that 

merchants use certain mechanism to pass on the merchant discount to their clients6. 

35. Therefore, the Executive Director is concerned that the conduct of Cim Finance Ltd to: 

I.  charge discriminatory merchant discount, and  

II. charge merchant discount below cost to certain merchant;  

may have  

                                                           
6 Even if they do not pass on such costs directly to credit clients, their costs will increase and hence it is likely 
that their price in general will increase (both cash and credit). 
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(a) the object or effect of preventing, restricting or distorting competition in markets 

where hire purchase facility is used to finance sales of goods; 

(b) the object or effect of preventing, restricting or distorting competition in the hire 

purchase market (however, this concern is unlikely to be sustained from the 

information gathered); and/or 

(c) may constitute an exploitation of a monopoly situation 

Undertakings offered 

36. Cim Finance Ltd, undertakes to change its current mechanism used to determine and charge 

merchant discounts to merchants such that the maximum difference between the highest level 

of merchant discount charged and the lowest level of merchant discount charged, net of any 

reduction offered to any merchant, payment made to and/or payment received from any 

merchant accruing because of the supply of the hire purchase services, be reduced [amount 

confidential] 

37. In light of the above, Cim Finance Ltd undertakes that the new pricing mechanism will:  

(a) ensure that it does not result in an increase in total merchant discounts charged, assuming 

other factors remains constant;  

(b) ensure that any difference in merchant discount rate is based on volume of trade with the 

merchant; or  

(c) in addition to (b) above be based on a maximum of discount [Figure confidential] on 

negotiations outside volume of trade, but nonetheless respecting the maximum difference and 

merchant discount rate. 

38. The implementation mechanism provided by Cim Finance Ltd is as follows:  

(a) The undertakings will be fully implemented by the full implementation date.  

The implementation date is defined in the undertakings as 1st November 2017, or a 

maximum period of 6 months as from effective date if effective date is after 1st May 

2017. (Amended on 23rd February 2017).  
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(b) In implementing these, Cim Finance Ltd undertakes to either increase or decrease its 

current level of merchant discounts to any individual merchant in a consistent manner in 

order to achieve the targeted discount rates.  

(c) All merchant agreements existing as at the effective date will be brought into compliance 

with these undertakings.  

(d) All new merchant agreements entered into on or after the effective date will be in full 

compliance with the undertakings.  

(e) The implementation of the undertakings and in particular the pricing mechanism must 

not give rise to further competition concerns 

Assessment of undertakings 

39. The undertakings offered aim mainly at addressing the aforementioned concerns in terms of 

the conduct itself (discriminatory pricing and pricing below cost) and in so doing the ensuing 

competition concerns with regards to the prevention, restriction or distortion of competition or 

exploitation of monopoly situation that it may entail. If the abovementioned concerns, in the 

form of the alleged conduct, are satisfactorily addressed, the basis on which the other 

competition concerns rest would be eliminated. In such a situation, the undertakings would to 

an appreciable degree satisfactorily address those competition concerns as well. 

40. The Executive Director was concerned that the difference in the merchant discount was too 

significant and that it may amount to price discrimination. In this respect, Cim Finance Ltd has 

offered that it will reduce the difference that exists between the merchant discounts charged 

on the market such that the maximum difference will be limited to a certain percentage points 

[Figure confidential].  

41. Cim Finance Ltd has further undertaken that the maximum merchant discount that it will charge 

on the market will be [figure confidential but below 8%]. Consequently, with a maximum 

merchant discount of [figure confidential but below 8%] and a reduction in the difference in 

merchant discounts among merchants, the difference in merchant discounts charged to 

different merchants will significant reduce. 

42. The new mechanism to set merchant discount and ensuing merchant discounts that will be set 

will through the undertakings be linked to cost of serving different merchants. Thus the 

discriminatory nature of the merchant discount will be eliminated. By eliminating the 
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discriminatory nature of the merchant discounts, the alleged conduct that lead to this concern 

is itself removed and hence the concern itself. 

43. The pricing mechanism proposed is likely to be justifiable by cost elements and through the 

undertakings, smaller merchants will see, on average, a significant reduction, in their merchant 

discount rates. More than 650 merchants will see their merchant discount reduced. This is likely 

to foster competition on the markets.  

44. Further, through the undertakings the overall merchant discounts that were paid by merchants 

will reduce, which is likely to result in a general price decrease. 

Conclusion and Recommendations 

45. Further to his assessment, the Executive Director concluded that the undertakings will 

satisfactorily address the competition concerns of the CCM by eliminating the discriminatory 

nature of the merchant discounts. The new merchant discounts will be linked to cost of serving 

different merchants and on average merchants will see their merchants discount lower. This 

will in turn restore competition and foster better competition among merchants to the benefits 

of consumers. 

46. On 13th April 2017, the Executive Director submitted the Report of Undertaking to the 

Commissioners under Section 63 of the Act for their determination as to whether the 

undertakings offered satisfactorily address all the concerns about any prevention, restriction, 

distortion or substantial lessening of competition that the alleged conduct might lead to.  

47. The Executive Director recommended the Commissioners to accept the undertakings and give 

it the form of a direction. 


