
Page 1 of 6 
 

 

Competition Commission of Mauritius 
                      10th Floor, Hennessy Court 
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MEDIA RELEASE 
  

  Date: 22/05/2017 

  Investigation Ref: INV035 

INV035 – DECISION OF THE COMMISSION ON MERCHANT DISCOUNT BY CIM 

FINANCE LTD FOR HIRE PURCHASE FACILITIES 

 

Introduction 

The Executive Director of the Competition Commission of Mauritius (the Executive Director) launched an 

investigation, in 2016, into the conduct of Cim Finance Ltd to charge significantly different merchant 

discounts to different merchants and to charge certain merchants, merchant discounts below cost for the 

provision of hire purchase facilities.  

The Executive Director was concerned that this conduct may hinder the ability of small and medium 

merchants to compete with larger merchants, and may eventually harm consumers. Upon notification of 

the competition concerns of the Competition Commission of Mauritius (CCM), Cim Finance Ltd promptly 

offered undertakings to the CCM to address those concerns. Consequently, the Executive Director 

assessed whether the undertakings offered by Cim Finance Ltd will satisfactorily address the concerns of 

the CCM and, in April 2017, submitted his report on the undertakings to the Commissioners of the CCM. 

The Executive Director opined that the undertakings will satisfactory address the concerns of the CCM 

and recommended to the Commissioners to accept the undertakings. On 16th May 2017, the 

Commissioners issued their decision on the matter, wherein they accepted the undertakings of Cim 

Finance Ltd and gave it the form of a direction. 

Background & The Competition Concerns 

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.    

Cim Finance Ltd offers hire purchase facilities to individual clients through a network of over 75 dedicated 

Cim Finance Ltd’s counters and about 692 authorised merchants across Mauritius. 
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Cim Finance Ltd offers, via merchants, hire purchase facilities to end consumers for which it currently 

charges an interest rate (the maximum Annual Percentage Rate of this interest is capped at 12%). Cim 

Finance Ltd also charges a fee, known as a ‘merchant discount’, to merchants providing hire purchase 

facilities supplied by Cim Finance Ltd.  

Cim Finance Ltd is currently the largest provider of hire purchase facilities to merchants and is likely to 

have a market share of more than 30% [exact figure confidential]. It is highlighted that there are in-house 

providers of hire purchase and a bank which offers a product which is similar to hire purchase.  

The CCM was concerned that: 

 Small and medium merchants were charged significantly higher merchant discounts as compared 

to larger ones; 

 this difference in the merchant discount, can amongst others, prevent, restrict or distort 

competition among merchants by putting small and medium merchants at a competitive 

disadvantage and hinder their ability to compete with larger merchants, increasing barriers to 

entry in the market for hire purchase; and  

 this difference in the merchant discount can constitute an exploitative conduct. 

The Undertakings 

Cim Finance Ltd has undertaken that it will reduce the difference between the merchant fees charged 

to different merchants and in particular1: 

 Cim Finance Ltd has undertaken to change its current mechanism used to determine and charge 

merchant fee to merchants  such that, inter alia, the merchant fee charged to small and medium 

merchants be reduced and be limited to a proposed maximum rate of  [ ]% [figure confidential 

but below 8%] of the cash price2. 

 Cim Finance Ltd has undertaken that it will: 

o  reduce and limit the difference in merchant discount rates charged to merchants to a 

proposed maximum difference [figure confidential]; and  

o the difference will be mostly linked to volume of sales. 

The Findings and Recommendations of the Executive Director 

The Executive Director assessed the undertakings and opined that the undertakings will satisfactorily 

address the competition concerns of the CCM. In particular, the Executive Director concluded that the 

pricing mechanism as set in the undertakings will ensure that any difference in the merchant discounts 

charged to merchants reflects difference in costs to serve those merchants. 

                                                           
1 Figures are not included in this Media Release due to confidentiality reasons.  
2 Note that the maximum merchant fee is not 8% but a figure below 8%, but the exact figure is confidential and thus 
is not disclosed.   
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The undertakings will significantly reduce the difference in the merchant discounts paid by different 

merchants. Some 676 small and medium merchants will see their merchant discount reduced by an 

average of 5% points. Through the undertakings, the overall merchant discounts paid by merchants will 

also decrease. 

The undertakings will restore competition on the markets where merchants compete.  

Consequently, the Executive Director recommended the Commissioners to accept the undertakings.  

The Decision 

On the 16th May 2017, the Commissioners issued their decision on the matter. Having regard to the 

competition concerns which were identified by the Executive Director, the Commissioners determined 

the matter, pursuant to Section 63 of the Act, on the basis of the undertakings provided and the Report 

of Undertakings as submitted by the Executive Director. In their decision, the Commissioners agreed with 

the findings and recommendations of the Executive Director as contained in the Report of Undertakings 

and accepted the undertakings offered by Cim Finance Ltd.  Cim Finance Ltd must now implement the 

undertakings within a period of six months from the date of the signature of the decision, i.e, by latest 

15th November 2017. 

How the undertakings/decision will impact consumers 

A significant proportion of consumers rely on small and medium merchants to purchase durable goods 

due to various reasons like proximity, service and lower price. However, when it comes to hire purchase 

the price of small and medium merchants may be higher as compared to larger merchants due to the 

higher merchant discount they were paying. This equilibrium will now be restored. Consumers will benefit 

in several ways, which, among others, includes: 

1. Small and medium merchants will pay on average a merchant discount which will be around 5% 

points less than their current level of merchant discount for hire purchase facilities of Cim Finance 

Ltd. If this saving is passed to consumers, it will reduce price of durable goods purchased on hire 

purchase from such merchants by about 5.3%. For example: a merchant which was being charged 

13% merchant discount will following the implementation of the undertakings pay a merchant 

discount below 8%. Thus, a product that was previously costing Rs 12,252 on hire purchase at this 

merchant will cost Rs 11,592 with the undertakings resulting in savings of Rs 660 to the consumer, 

that is, 5.3%. [This is based on the assumption that the merchant passed the merchant discount 

to consumers3, the cash price of the product is Rs 10,000 and the credit term is zero deposit with 

1 year repayment period. It has also been assumed that the new merchant discount will be 8% 

                                                           
3 Note that the Hire Purchase Act prevents retailers from passing such costs to end users. However, several retailers 
are not able to absorb the costs and thus increases the price of both cash and credit sales and then gives a discount 
on cash sales. Alternatively they may simply increase price of both cash and credit which will once more result in 
price increases. 
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but in reality be lower, but the exact figure is confidential, and consequently the savings will be 

higher].   

2. The reduced price of small and medium merchants will exert competitive pressure of the whole 

market which will lead to further pressure on price and hence further reduce prices, including 

those of larger merchants. 

3. The choice of consumers will increase as products through hire purchase will be more accessible 

through a wider range of merchants. 

4. The undertakings will also make the market more accessible to smaller and medium merchants, 

which can encourage entry in the market and consequently further boost competition to the 

benefit of entrepreneurs and consumers. 

Mr. Deshmuk Kowlessur, the Executive Director, said:  

“Hire purchase is an important feature of the retail environment of Mauritius. Hire purchase provides 

consumers with the possibility to acquire goods on credit, which they otherwise would have had difficulty 

in acquiring. Indeed a significant proportion of consumers opt to acquire durable goods through hire 

purchase. 

In turn merchants supplying such goods must have competitive access to hire purchase service providers 

to be able to offer their goods on hire purchase.  

To the exception of those merchants which have their own in-house retail facilities, the main supplier of 

hire purchase to all other merchants in Mauritius is Cim Finance Ltd. Cim Finance Ltd was charging 

significant different merchant discounts to different merchants. Some merchants were absorbing the 

merchant discount while other were passing it to consumers.  

The products of some merchants were cheaper than that of their competitors on a cash sales basis, but 

when they factored the higher merchant discount they had to pay, the product became more expensive on 

hire purchase. 

Small and medium merchants are important economic players in Mauritius, contributing to the economic 

growth of the country and have a key role to play in the creation of employment. Competitive markets and 

a level playing field in the essential input markets such as hire purchase, are therefore crucial to ensure, 

inter alia, the survival of small and medium retailers. Potential entrepreneurs entering such markets are 

also likely to start through small and medium retail outlets and thus it is important that they have proper 

access to the markets. 

I appreciate that Cim Finance Ltd has collaborated with the CCM on the matter and has promptly offered 

undertakings. Indeed such stand is most welcome as it expedites the investigative process thereby enabling 

consumers and the economy to reap the benefits of competition in a more speedy manner.  
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Through the undertakings the difference in the merchant discount paid by different merchants will reduce. 

Some 676 small and medium merchants will see their discount rate reduced by an average of 5% points. 

This will in turn have two effects on the market, mainly that of durable consumer goods: 

1. It may directly reduce the price of durable consumer goods as the cost of these merchants will 

reduce, which reduction they may pass to consumers 

2. It will imply higher competition on the markets of durable consumer goods which is likely to  

further drive down prices to the ultimate benefit of consumers 

Given that access to hire purchase is important to small and medium merchants, the undertakings will also 

make it easier for smaller merchants to enter the markets and compete at arm’s length with larger players 

in so far that hire purchase facility is concerned. 

Therefore, I am confident that the undertakings will restore the dynamics of competition in several markets 

where hire purchase is used, will contribute toward better access to durable goods at more affordable 

prices and enhance the economic well-being of our citizens.” 

[End of Media Release] 

Background for editors 

The merchant discount 

CIM Finance Ltd charges an interest on the credit amount to end users buying products on hire purchase. 
This interest rate is regulated by the Hire Purchase Act 1964 and related regulations. The maximum Annual 
Percentage Rate of this interest is currently fixed at 12% by regulation. 
 
In addition to the abovementioned interest, Cim Finance Ltd charges a fee, known as merchant discount 
to merchants, that is, retailers selling products on hire purchase. The merchant discount is charged as a 
percentage of the cash price of the product being sold on hire purchase. The merchant discount vary from 
merchant to merchant and under the current mechanism the merchant discount charged to smaller 
retailers is higher than that compared to bigger retailers. It has been observed that certain small retailers 
cannot absorb the costs that the merchant discount represent and they therefore have to charge higher 
prices for their products and this is therefore a competitive disadvantage for these merchants. 
 

The Competition Act  

The Act came fully into effect on 25th November 2009, and is enforced by the Competition Commission of 
Mauritius, the CCM.  Sub-parts II and III of Part III of the Act, cover restrictive practices described under 
‘Other restrictive agreements’ and ‘Monopoly situations’. 
 
To take action, the CCM must find that the conduct of an enterprise in a monopoly situation restricts, 
prevents or distorts competition or otherwise exploits the monopoly situation. We refer to such conduct 
as ‘abuse of monopoly’.  Where the Executive Director has reasonable grounds to believe that abuse is 
occurring, or will occur, he may launch an investigation. 

 
Monopoly abuse 
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It is not in itself any breach of the law for an enterprise to be in a monopoly situation. However, as per 
Section 46(2) of the Act, enterprises which hold monopoly positions may be in breach of the abuse or 
exploit any market power this position confers upon them.   The question for the CCM is whether such 
enterprises are engaged in conduct which restricts, prevents or distorts competition (such as using their 
market position to exclude rival enterprises) or otherwise exploiting the monopoly situation. 
 
The CCM takes the view that, in most markets, free competition is an effective guarantor of the interests 
of consumers and is likely best to promote the efficiency, adaptability and competitiveness of the 
economy of Mauritius.  Significant weakening of competition will therefore have adverse effects. 
Consequently, if the CCM finds evidence of behaviour that is preventing, restricting or distorting 
competition, on the part of an enterprise with market power, in a monopoly situation, it will normally 
expect that such behaviour will have adverse effects on consumers or the economy as a whole.   
 
Following an investigation, the Commission has the power to impose changes in the behaviour of the 
enterprise concerned by the investigation and will consider behavioural undertakings, where offered by 
the investigated party or parties.   

 
Undertakings 

Section 63 of Part VI of the Act states that an enterprise may offer a written undertaking to the 
Commission to address any concern that has arisen, or is likely to arise, during an investigation into a 
restrictive agreement.  
 
An undertaking is a commitment which is offered by an enterprise to address the competition concerns 
of the CCM. The undertakings offered are assessed by the Executive Director in order to conclude whether 
the latter may address the competition harms. Upon completion of the assessment of the undertakings, 
the Executive Director submits a Report of Undertakings which includes his recommendation on whether 
the undertakings may or may not be accepted by the Commission under Section 63 of the Act.  
 
If an undertaking is accepted by the Commission, it is published in the form of a decision of the 
Commission, and the enterprise must comply with its terms. The undertaking then operates like a 
direction issued by the Commission under Section 60. If the enterprise does not comply with the 
undertaking (without reasonable excuse), Section 65 of the Act permits the Commission to apply to a 
Judge in Chambers for a mandatory order requiring the enterprise to make good its default. 

 
Further information 

For further information please refer to the CCM’s website at www.ccm.mu,  and the CCM’s Procedural 
Rules and Guidelines: ‘CCM 1 - Procedural Rules’, ‘CCM 4 - Monopoly situations and non-collusive 
agreements’ and ‘CCM 6 - Remedies and Penalties’, all available on the web site. 
 

http://www.ccm.mu/
http://www.ccm.mu/CCM1%20-%20Rules%20of%20Procedure_Nov09.pdf
http://www.ccm.mu/CCM4%20-%20Guidelines%20-%20Monopoly%20and%20NC%20agreements_Nov09.pdf
http://www.ccm.mu/CCM4%20-%20Guidelines%20-%20Monopoly%20and%20NC%20agreements_Nov09.pdf
http://www.ccm.mu/CCM6%20-%20Guidelines%20-%20Remedies%20and%20Penalties_Nov09.pdf

