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The Westfield Group proposed acquisition of 50 per cent of Woden and Penrith Plazas 
and 25 per cent of Sunshine Plaza from General Property Trust 
 
THE PROPOSED TRANSACTION 

1. On 2 March 2005, The Westfield Group (Westfield) requested an informal clearance from 
the Australian Competition and Consumer Commission (ACCC) for its proposed 
acquisition from General Property Trust (GPT) of: 

• 50 per cent of Woden Plaza in Canberra, ACT; 

• 50 per cent of Penrith Plaza in Sydney, NSW; and 

• 25 per cent of Sunshine Plaza in Maroochydoore, Queensland.  

2. Following the transaction, Westfield would manage Woden Plaza and Penrith Plaza, but 
not Sunshine Plaza. 

ACCC DECISION 

3. On 28 April 2005, the ACCC announced that it would not intervene in the proposed 
acquisition. 

BACKGROUND 

ACCC assessment process 

Timing 

2 March 2005 Westfield requested informal clearance from the ACCC 

10 March 2005 The ACCC wrote to twenty interested parties, including tenants of 
the malls, competitors and industry bodies. 

24 March 2005 Due date for responses. 

28 April 2005 The ACCC announced that it would not intervene in the proposed 
acquisition. 

Information considered 

4. The ACCC made its decision on the basis of information provided by the parties and 
information arising from its market inquiries.  

The parties   

Westfield 

5. The Westfield Group is a vertically integrated shopping centre group undertaking 
ownership, development, design, construction, funds/asset management, property 
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management, leasing and marketing activities and employing in excess of 4,000 staff 
worldwide.  It has investment interests in 126 shopping centres in four countries, with a 
total value in excess of $41.9 billion. 

6. The Westfield Group is the largest retail property group in the world by equity market 
capitalisation and the eighth largest entity listed on the Australian Stock Exchange. 

General Property Trust 

7. General Property Trust (GPT) is Australia's largest diversified listed property trust, with 
total assets of $9.1 billion. GPT has invested in property in the retail, office, 
industrial/business park and hotel/tourism sectors. 

The shopping centres 

Penrith Plaza 

8. Penrith Plaza is located in the centre of Penrith, approximately 50 kilometres west of the 
Sydney central business district. Following its redevelopment (due to be completed by 
Christmas 2005), Penrith Plaza will house a total of 290 stores and have a gross lettable 
area (GLA) of 79,000m2. Major tenants include Big W, Franklins, Myer, Hoyts, Target 
and Woolworths. 

Woden Plaza 

9. Woden Plaza is located in Woden Valley in the ACT, about 10 kilometres south of the 
Canberra central business district.  It houses 226 stores and has a GLA of 59 328 m2. 
Major tenants include David Jones, Big W, Woolworths, Coles, Harvey Norman and 
Hoyts. 

Sunshine Plaza 

10. Sunshine Plaza is located in Maroochydore on the Sunshine Coast in Queensland.  It has a 
GLA of 55,037m2.  Major tenants include Myer, Target, Kmart, Coles and Birch, Carroll 
and Coyle Cinemas. 

COMPETITION ASSESSMENT – SUNSHINE PLAZA 

11. The Westfield Group proposes to acquire a 25% interest in Sunshine Plaza from GPT.  
GPT is to retain a 25% interest with the remaining 50% interest being owned by 
Australian Prime Property Fund (“APPF”).   

12. The responsible entity for APPF is Lend Lease Real Estate Investments Limited, a 
member of the Lend Lease Group. Lend Lease Retail is the current manager of Sunshine 
Plaza.  The ACCC understands that there can be no change of manager at Sunshine Plaza 
without the agreement of APPF. 

13. Consequently, Westfield’s acquisition of a minority shareholding would not give it control 
of Sunshine Plaza.  The ACCC is also satisfied that the proposed acquisition will not 
affect the longstanding competitive rivalry between Lend Lease and Westfield. 
Consequently, Westfield’s proposed acquisition of 25 per cent of Sunshine Plaza does not 
raise competition concerns. 
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14. In contrast to Sunshine Plaza, Westfield’s part-acquisition of Woden Plaza and Penrith 
Plaza is of a 50% share in each and will result in it managing these centres.  Consequently, 
these proposed acquisitions are capable of raising competition concerns. 

THE ECONOMICS OF SHOPPING AREAS 

15. Broadly, shopping trips can be divided into four categories: 

• convenience trips (for bread, milk, newspapers etc); 

• weekly shopping trips for household essentials (groceries etc); 

• comparison shopping trips (for clothing, jewellery, music, gifts etc).  This may also 
involve multi-purpose shopping if more than one type of item is desired; 

• special purpose shopping trips (for furniture, electrical goods, motor vehicles etc). 

16. Essentially, the formation of shopping areas reduces transport and time costs for 
consumers who wish to engage in comparison shopping and multipurpose shopping.  
Consequently, retailers catering for these types of shopping who co-locate in a shopping 
area are more attractive to consumers than retailers who do not co-locate.1 

17. In particular, multi-purpose shopping by consumers means that the co-location of retailers 
selling dissimilar goods reduces consumer search costs. 

18. Similarly, comparison shopping by consumers means that the co-location of retailers 
selling similar types of goods reduces consumer search costs. 

19. Comparison shopping is characteristic of goods which are more expensive and less 
frequently purchased; for example, clothing, jewellery, kitchenware and gifts.  Retailers 
will co-locate so long as the benefits of this demand externality exceeds the cost to 
individual retailers of increased competition. 

20. More expensive goods again such as motor vehicles, furniture, higher value electrical 
appliances and whitegoods still involve demand externalities arising from comparison 
shopping.  However, the savings in search costs for consumers are small relative to the 
value of the item.  Consequently, retailers of these goods have less incentive to co-locate. 

21. More generally, given the different levels of expenditure on different types of goods and 
services, different types of retailers have different catchment areas.  For example, 
newsagencies are likely to have smaller catchment area than clothing stores.  Consumers 
typically would spend significantly more in a clothing store than in a newsagency and so 
would be willing to travel further to a clothing store than to a newsagency.  The smallest 
shopping areas usually include retailers with the smallest catchment areas and larger 
shopping areas usually incorporate additional types of retailers with larger catchment 
areas. 

                                                 
1 Co-location by retailers catering for multi-purpose and comparison shopping creates what is known in 
economic terms as a ‘positive externality’. Positive externalities exist where, for example, acquiring a particular 
good or service generates benefits to persons other than the acquirer.  In these situations, unless there is some 
coordination, less of the good or service is acquired than would be optimal for society as a whole.  In this case, 
the positive externality arises because co-location creates benefits beyond those accruing to the firms who co-
locate.  In particular, co-location provides spill-over benefits to consumers, thereby giving co-locating stores a 
competitive advantage. 
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Shopping malls 

22. Some types of retailer – so called ‘anchor tenants’ such as department stores – attract 
customers both to their store and to other surrounding stores.  Shopping malls, unlike most 
strip-shopping areas, are able to take advantage of this phenomenon by charging anchor 
tenants substantially lower rents than they charge other retailers.  The lower rent provides 
an incentive for anchor tenants to invest in larger, higher quality stores than they 
otherwise would, so as to attract a greater number of customers to the shopping mall as a 
whole.  Bigger malls need to attract more and/or better anchors than smaller malls, so as 
to attract sufficient customers for their larger number of non-anchor tenants. 

23. Planned shopping malls also allow landlords to control entry to malls.  This allows them 
to plan the mix of stores in malls so as to (at least potentially) maximise the revenue of 
each store (by maximising the number of customers attracted to each store).  This allows 
mall owners to maximise the rents they charge store owners. 

24. For example, landlords trade-off the benefits of co-location of similar stores for 
(comparison-shopping) consumers with the costs of excess numbers of stores (which 
reduce store profits and therefore potential rents).  

25. Landlords also usually restrict the number of stores relying solely on multi-purpose 
shopping by consumers.  These stores tend to sell frequently purchased, lower cost and 
less differentiated items.  Consumers do not engage in comparison shopping for these 
items because the search costs incurred would not be justified by the price savings and 
because consumers can base their product choices on experience.  As these consumers are 
not comparison-shopping, fewer stores selling these types of item are required within the 
mall.   

26. Landlords also clearly need to attract strong small retailers – for example, fashion, food 
(fresh and fast), music and jewellery chains, and a range of other specialty stores – 
particularly to cater for comparison-shopping. 

27. Finally, shopping malls are likely to reduce consumer search costs (including transport 
and time costs) more than, in particular, strip shopping.  For example, as shopping malls 
are enclosed, consumers avoid ‘costs’ imposed by poor weather.  The design and multi-
storey nature of shopping malls might also allow more stores to be closely co-located than 
a strip-shopping area. 

MARKET DEFINITION 

28. The purpose of defining the relevant market(s) is to determine the approximate boundary 
within which to assess the effects on competition of the acquisition, which in this case 
requires us to determine the types of shopping areas (and their geographic scope) that 
compete with Penrith Plaza and Woden Plaza for tenants.  The relevant markets can be 
delineated by determining which, if any, other shopping areas would be likely to constrain 
a rent rise at either plaza – that is, to which other shopping areas (if any) could retailers 
move, while retaining a significant proportion of their existing customer base, if either 
Woden Plaza or Penrith Plaza raised their rents?   

29. The qualification that retailers must be able to retain a significant proportion of their 
existing customer base is important.  It might be argued that any shopping area that 
provided an equivalent customer base is a substitute for the retailers’ existing premises.  
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However, the concept of a substitute does not extend to products that a business or 
consumer could choose to purchase in addition to the product in question – that is, 
products are not substitutes where businesses or consumers could realistically consume 
them both concurrently.  In this case, where different shopping areas serve different 
customer bases, it would be possible for retailers to service both customer bases at the 
same time (by having more than one store).  Consequently, these shopping areas are not 
substitutes. 

30. Substitution possibilities must also be assessed over an appropriate period of time.  For 
example, a chain store plans a certain number of new stores each year.  At the start of the 
year, it might need to choose between opening a store in shopping area A or shopping area 
B, each of which serves a different customer base.  If the landlord of shopping area A asks 
for too high a rent, the retailer might choose area B.  It might therefore appear that areas A 
and B are substitutes.  However, if the next year the landlord of shopping area A offers a 
more acceptable rent, the chain store could well choose to open a new store there in 
addition to its existing store in shopping area B.  This illustrates that shopping areas A and 
B are not substitutes for each other. 

Types of shopping area 

31. For convenience, shopping areas can be divided into six categories – regional shopping 
centres (RSCs), sub-regional shopping centres (sub-RSCs), major commercial centres, 
traditional strip-type shopping centres, community shopping centres (CSCs) and 
neighbourhood shopping centres. 

32. Broadly, the key characteristics of an RSC are: at least one genuine department store 
(approximately 8,000m2 or more), discount department store and supermarket; a range of 
speciality stores; a minimum size of 30,000m2 GLA; and good parking.2 

33. Sub-RSCs generally have a discount department store and a supermarket, plus specialty 
retailers.  Major commercial centres are traditional ‘unplanned’ shopping areas often 
incorporating a wide range of retailers but not within one building.  Traditional strip-type 
shopping centres are also ‘unplanned’ shopping areas but on a smaller scale than major 
commercial centres.  CSCs have a supermarket and specialty retailers within one building.  
Neighbourhood centres usually consist of a small supermarket and complementary food 
and convenience retailers. 

Retailers relying particularly on comparison shopping 

34. Many stores have a customer base that relies particularly on comparison shopping.  For 
example, customers may prefer to consider the (typically differentiated) clothing and 
footwear available in a department store, chain store and specialty retailer before making a 
purchase.  They may also combine this trip with shopping for music, books, jewellery and 
so on.  For these types of stores, the size and nature of customer flows generated by RSCs 
mean other types of shopping areas (possibly other than larger and well-equipped sub-
RSCs) are likely to be poor substitutes.  For example, moving a store to a centre catering 
for convenience shopping (for example, a small neighbourhood centre) would be unlikely 
to provide a reasonable commercial alternative for the retailer. 

                                                 
2 Australian Shopping Centre Industry Report for the Shopping Centre Council of Australia by Jebb Holland 
Dimasi, May 2000. http://www.propertyoz.com.au/scca_old/advoc/subs/aus%20SC%20Industry%20(142).pdf 
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35. Additional considerations apply to department stores.  They are large (potentially 
accounting for over 25 per cent of the GLA of an RSC) and they are charged substantially 
lower rents by landlords because of their status as premier anchor tenants.  Landlords 
therefore need a substantial number of smaller stores to benefit from the additional 
customers attracted by these department stores so as to recoup the lower rent charged to 
them.  In practice, it seems likely that only an RSC could provide the required number of 
smaller stores.  All David Jones and Myers stores in Sydney (except for the CBD) and 
Canberra are located in RSCs.  Consequently, to obtain the lower rent, department stores 
appear to need to locate in RSCs (consequently, the definition of an RSC includes a large 
department store). 

36. Thus a key issue when considering the relevant market for this matter is whether or not 
there are any RSCs (or larger sub-RSCs) to which retailers relying on comparison 
shopping could move and still retain their customer base.  The possibility that retailers 
could move increases with the degree of overlap between RSC catchment areas.   

37. At the same time, the Commission recognises that appropriate retail space in an 
alternative RSC or larger sub-RSC may not necessarily be available for retailers wishing 
to move, at least in the short term.  For example, there may be few, if any, vacant 
premises.  Even if there were, the product sold by the retailer wishing to move may not fit 
the ‘mix’ desired by the landlord of the alternative RSC or sub-RSC.  Alternatively, a 
chain store may already have an outlet in the RSC (although this might suggest that the 
RSC services a different customer base). 

38. Retailers may also face significant re-location costs – for example, in fitting out a new 
store.  However, if their existing store requires refurbishment, then relocation costs are 
reduced in relative terms (i.e. retailers may decide to relocate rather than upgrade their 
existing premises). 

39. Given the discussion at paragraph 63 of the bargaining power of department stores relative 
to shopping mall landlords, there is no need to consider whether alternative retail space 
exists for the department stores at Penrith Plaza and Woden Plaza. 

40. The Commission understands that the trade area for smaller retailers relying particularly 
on comparison shopping is around 8-10 kilometres.  It is therefore satisfied that there are 
no RSCs to which these types of retailers in Penrith Plaza could move and retain their 
current customer base.  The nearest RSC is Westpoint, Blacktown which is approximately 
20 kilometres away. 

41. Westfield Mt Druitt is a sub-RSC (which was categorised as an RSC until its department 
store recently closed) which is closer to Penrith than Blacktown Shopping Centre.  
However, it is owned by Westfield and therefore not a competitive constraint.  Nepean 
Square is close to Penrith Plaza and has a GLA of 21000m2.  St Mary’s Village Shopping 
Centre has a GLA of 16,020m2 and is approximately seven kilometres from Penrith Plaza.  
However, both seem unlikely to attract a comparable number of comparison shoppers to 
Penrith Plaza given their small number of specialty stores. Consequently, neither Nepean 
Square nor St Mary’s Village Shopping Centre appears to be a good substitute for 
clothing, footwear and similar smaller specialty retailers in Penrith Plaza. 

42. Overall, for smaller Penrith Plaza retailers relying particularly on comparison shopping, 
there appear to be no alternative shopping areas that would constitute a good substitute for 
their current location.  
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43. As regards Woden Plaza, the Canberra Centre and the Tuggeranong Hyperdome are both 
just under ten kilometres away and fairly directly connected by major roads.  Although a 
significant number of clothing, footwear and jewellery chain stores have outlets in both 
the Hyperdome and Woden Plaza, which may suggest that these RSCs serve different 
customer bases, there are also a number of stores which are not duplicated. Given this fact 
and their close proximity, there appears to be some competitive overlap between these two 
malls.  Market inquiries also suggested that a significant number of specialty chains had 
outlets in both Woden Plaza and Belconnen Mall, indicating that these RSCs serve 
different customer bases.   

44. There appears to be less of an overlap between specialty retailers at Canberra Centre and 
Woden Plaza, although this might arise because of a deliberate Canberra Centre strategy 
to attract less common boutique retailers.  Woden Plaza and Canberra Centre also both 
have a David Jones department store.   

45. There do not appear to be any larger sub-RSCs around Woden Plaza.  For example, 
Cooleman Court in Weston Creek has a GLA of 7 720m2.  The Erindale Centre in 
Wanniassa has a GLA of 4 964m2. 

46. Overall given the fact that there are two RSCs within 10km of Woden Plaza, is appears far 
more likely that at least some smaller Woden Plaza retailers relying particularly on 
comparison shopping may have alternative shopping areas that would constitute an 
acceptable substitute for their current location (that is, where they could move and keep 
much of their current customer base). 

47. Alternatively, if retailers do not consider Canberra Centre or Tuggeranong Hyperdome to 
be acceptable alternatives, then this acquisition does not alter their position – i.e. they are 
faced with a single viable landlord both before and after the proposed transaction, and it is 
merely ownership of that ‘monopoly’ which has changed. 

48. Smaller retailers relying particularly on comparison shopping comprise at least 30 per cent 
of retailers in Penrith Plaza and Woden Plaza (by number of retailers, not GLA). 

Retailers relying on multi-purpose non-comparison shopping 

49. Other retailers rely more on multi-purpose non-comparison shopping.  Discount 
department stores appear to be able to locate in sub-regional centres as well as RSCs.  
Sufficient customers appear willing to forgo the greater opportunities for comparison 
shopping at RSCs to travel to discount department stores outside RSCs, presumably 
because these stores offer low-cost multi-purpose shopping – that is, they offer lower 
prices for a wide variety of products.  Consequently, it would seem likely that discount 
department stores would consider sub-RSCs to be substitutes for RSCs. 

50. However, again, the issue is whether any alternative RSCs or sub-RSCs exist to which the 
discount department stores could move while retaining their customer base.  The distance 
a discount department store might move is constrained by the size of its trade area, which 
is likely to be smaller than the trade area of the retailers discussed above in paragraph 34.   

51. Supermarkets are located in all types of shopping area (although neighbourhood centres, 
by definition, do not include larger supermarkets).  This suggests that they would be likely 
to consider sub-RSCs and CSCs to be substitutes for RSCs – that is, if a supermarket 
moved from an RSC to a (nearby) sub-RSC, it would be confident that its customers 
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would follow.  However, supermarket trade areas are typically significantly smaller than 
those for discount department stores 

52. However, as with department stores, given the discussion at paragraph 63 about 
bargaining power, there is no need to consider whether alternative retail space exists for 
the discount department stores and supermarkets at Penrith Plaza and Woden Plaza. 

53. Some smaller retailers tend to locate in RSCs or larger sub-RSCs – for example, music, 
homeware, communications and gift stores.  It appears that these retailers rely on the 
larger traffic flows found in these types of centre to generate sufficient customers.  As 
discussed above at paragraphs 39-46, there are no alternative RSCs or larger sub-RSCs 
that would be substitutes for space in Penrith Plaza, although it appears more likely that 
there may be alternatives to Woden Plaza in the Canberra Centre and Tuggeranong 
Hyperdome.  This category of small retailer appears to constitute at least 15 per cent of 
retailers in Penrith Plaza and Woden Plaza (by number). 

54. A wide variety of usually small retailers also appear able to locate in any type of shopping 
area – for example, sandwich bars, fast-food retailers and other retailers of food and 
beverages for immediate consumption, financial institutions, butcheries, bakeries, 
hairdressers, optometrists, drycleaners, newsagencies, shoe-repairers, key-cutters and so 
on.  For example, a fast-food franchise might locate in an RSC, at a convenient site in the 
broader shopping area surrounding the RSC, or on a major road.  This again suggests that 
other types of shopping space might be substitutes for RSCs. 

55. However, the trade area of these types of retailers is often likely to be very small.  For 
example, sandwich bars and coffee shops within an RSC are likely to draw their 
customers exclusively from shoppers at that RSC and few if any of these shoppers would 
travel outside the RSC for food or drink (that is, if the retailer moved).  Similarly, few 
butchers, bakeries, newsagencies, shoe-repairers and so on located in an RSC would be 
likely to be able to move from that RSC and retain their customer base.3  Consequently, 
retail space outside of the RSC they are located in would not be a substitute for these types 
of business.  

56. This category of small retailer appears to constitute at least 35-40 per cent of retailers in 
Penrith Plaza and Woden Plaza (by number). 

57. Other small retailers in RSCs may have more scope to re-locate because the location of 
their outlet is less significant for customers – for example, professional service providers.  
Financial institutions might be thought to fall into this category.  However, a branch of a 
financial institution in an RSC would cater for business customers located in the RSC as 
well as shoppers and moving this branch to another shopping area would risk losing these 
customers (unless the move was to a shopping area which was close by and easily 
accessible from the mall). 

Retailers relying on single-purpose trips 

58. Some retailers are able to rely on single-purpose shopping trips.  In many cases, this is 
because of the high cost of the products in question (for example, motor vehicles, 
furniture and electrical goods).  While consumers often wish to undertake comparison-
shopping for these products, consumer search costs are relatively low in comparison to 

                                                 
3 Only businesses that differentiated their products from other businesses selling these products in a way that 
developed strong customer loyalty would be likely to retain the same customers if they were to move. 
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product costs.  This has two related effects.  First, consumers are willing to travel to other 
types of shopping areas to make purchases.  Second, consumers are willing to travel 
longer distances to make purchasers.  This suggests that retailers of high-cost products are 
likely to consider a wide range of other types of shopping areas to be substitutes for RSCs. 

59. Other cases of single-purpose shopping trips are explained by the special nature of the 
product in question.  For example, retailers selling musical instruments and equipment are 
able to locate in strip-shopping areas because their products are of special interest to 
relevant consumers.  These types of retailers tend not to locate in RSCs as they can find 
appropriate lower-rent premises elsewhere.  However, for those that choose to locate in an 
RSC, a wide range of other shopping areas (different in nature and in location from the 
RSC) would be substitutes. 

60. As might be expected, there appear to be few stores in Penrith Plaza and Woden Plaza that 
would rely on special single-purpose shopping trips.   

61. Finally, it is possible that locating cinema complexes within RSCs helps attract multi-
purpose shoppers to the RSC.  However, another possible advantage of locating cinema 
complexes within RSCs is that sufficient car parking is already available, particularly for 
evening sessions.  This suggests that any type of shopping area with sufficient car parking 
(and sufficient space to host a cinema complex) would be substitutes for space at an RSC. 

One market or several markets? 

62. The considerations above might suggest that there are separate retail space markets for 
different types of retailer.  Alternatively, there might be one market with several sub-
markets.  The Commission does not need to resolve this issue.  It is the degree to which 
competition is lessened that is the critical issue. Thus a lessening in a significant section of 
the market, if a substantial lessening of otherwise active competition may, according to 
circumstances, be a substantial lessening of competition in a market.  In this case, it 
appears there will be no substantial lessening of competition whether the market is defined 
more broadly or narrowly. 

COMPETITION ANALYSIS 

Bargaining power 

63. The Commission is satisfied that the proposed acquisitions by Westfield will not 
substantially lessen competition with respect to the anchor tenants at Penrith Plaza and 
Woden Plaza – that is, primarily department stores, discount department stores and 
supermarkets. 

64. These retailers appear to have a similar level of bargaining power to Westfield, as 
Westfield would be likely to suffer financial loss if they closed.   This is because these 
stores are large and attract customers for smaller retailers, and because there exist limited, 
if any, alternatives for Westfield to turn to.  For example, both Coles and Woolworths 
have stores at Woden Plaza.  While there would exist alternatives if Coles or Woolworths 
closed, any alternative supermarket operator would seem likely to have considerable 
bargaining power given that both Woolworths and Coles would not be competing for the 
retail space.  In addition, Woden Plaza might suffer a loss of customers generally while 
the new supermarket was being fitted out.  This would impact on smaller retailers, 
particularly fresh food outlets located near the closing supermarket.  At the least, 
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Westfield would seem likely to incur transaction costs in addressing concerns of smaller 
retailers. 

65. Overall, the Commission considers that anchor tenants are likely to be able to resist a rent-
rise by Westfield following the acquisitions. 

Market concentration 

66. Given the discussion of market definition above, it appears that the landlord of Penrith 
Plaza effectively exercises considerable market power over most of the smaller retailers in 
the centre.  In particular: 

• as noted at paragraph 56, for at least 35-40 per cent of retailers, there are few if any 
substitutes for retail space inside Penrith Plaza; and 

• as noted at paragraphs 48 and 53, for at least 45 per cent of retailers, while other RSCs 
and sub-RSCs might potentially be substitutes, no actual substitutes appear to exist in 
this case.  

67. The proposed acquisition of Penrith Plaza by Westfield would not change this position, 
and therefore would not substantially lessen competition as regards these retailers. 

68. In the case of Woden Plaza, the closer proximity of two competing RSCs appears to 
present a stronger case for the proposition that the landlord is constrained from increasing 
rents by the threat of losing tenants to those other RSCs. This will continue to be the case 
following the proposed acquisition. 

69. Alternatively, if it is considered that Woden Plaza will not be constrained by the Canberra 
Centre and Tuggeranong Hyperdome from increasing rents following the acquisition, then 
it must be the case that neither was it constrained before the proposed acquisition, and the 
acquisition would merely result in the transfer of market power from the present owner to 
Westfield. In either case, the proposed acquisition does not appear to result in a substantial 
lessening of competition.  

70. The remaining minority of retailers would appear to have a range of options outside of 
RSCs and sub-RSCs, particularly as landlords are likely to have already increased rents to 
take advantage of the fact that these tenants would incur costs in switching locations.  
Consequently, switching costs would not restrict these retailers from moving in response 
to any further rent increase.  As such, these retailers would be likely to be able to resist a 
rent increase by Westfield following the proposed acquisition.  In any case, the acquisition 
would not change the competitive position of these retailers. 

Other merger factors 

71. Barriers to entry are likely to be significant.  It seems unlikely that another RSC would be 
built near Penrith Plaza or Woden Plaza, given urban planning restrictions and site 
availability, as well as the scale of the investment and the sunk costs that would be 
involved.  A new 100 000 m2 RSC is being constructed at Rouse Hill.  However, this is 
over 20 kilometres from Penrith Plaza and so would appear likely to service a different 
customer base. 

72. Barriers to expansion by existing RSC owners do not appear to be high.  Penrith Plaza is 
currently being expanded.  A comprehensive redevelopment and expansion of Woden 
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Plaza was completed in 2000.  Market inquiries suggest that almost every RSC in Sydney 
has expanded in recent years.   

73. However, given that landlords can price-discriminate between tenants, while they might 
need to offer lower rents to prospective new retail tenants so as to fill new retail space, 
prices for existing tenants would not need to change.  In any case, landlords would be 
unlikely to expand malls if they believed this would give their tenants significantly more 
bargaining power and therefore potentially reduce the landlord’s profits.  Consequently, 
the ability of landlords to expand RSCs would be unlikely to constrain any increase in 
market power arising from the proposed acquisition.  

74. Imports are not relevant to the relevant markets.   

75. Given the discussion above particularly about the lack of substitutes for RSC space for 
most small retail tenants, the Commission does not consider that the proposed acquisition 
will remove a vigorous and effective competitor from the market.   

76. Vertical integration is not relevant to this proposed acquisition.  There also appears to be 
little prospect of co-ordinated conduct between the major RSC landlords. 

77. The Commission considers that the rise of factory outlets, comprising a wide variety of 
fashion, footwear and similar stores might provide a substitute for retail space for these 
types of retailers in RSCs, particularly if any planning restrictions (for example, limiting 
the nature of the products these stores are able to sell) were loosened.  More generally, 
while there might exist non-competition justifications for planning restrictions, these 
restrictions play a significant role in limiting competition between landlords. 

National negotiations between landlords and chains 

78. Market inquiries indicate that negotiations between national chain stores and RSC 
landlords take place nationally – that is, between the respective head offices of each 
business.  While rents are set on a local basis, aspects of the lease not relating to local 
conditions are likely to be negotiated on a national basis.  This allows the parties to reduce 
transaction costs. 

79. National negotiations also allow the parties to leverage whatever bargaining power they 
possess across different local markets.  A potential concern is that an acquisition of one or 
more RSCs by a landlord could give it such a proportion of RSCs nationally as to allow it 
to, for example, attempt to limit the ability of retailers to take out leases in RSCs owned 
by other landlords.  This might weaken the competitiveness of RSCs owned by other 
landlords that have similar trade areas to the ‘dominant’ landlord (that is, are in the same 
local market).  Possibly, competing landlords might be weakened to such an extent that, 
for example, competition for the right to construct new RSCs (that is, in tender processes) 
might be substantially lessened. 

80. In this case, taking the market share of national RSC floor space as a proxy for ‘national’ 
market power, market inquiries suggest that the proposed acquisitions would increase 
Westfield’s market share by around three per cent.  The Commission does not consider 
that this, by itself, raises competition concerns.   
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CONCLUSION 

81. The ACCC concluded that the proposed acquisition by Westfield of 50 per cent of Woden 
Plaza and Penrith Plaza would be unlikely to have the effect of substantially lessening 
competition. 

82. In the case of, at least, Woden Plaza, the closer proximity of two competing RSCs appears 
to present a case for the proposition that the landlord is constrained from increasing rents 
by the threat of losing tenants to those other RSCs. This will continue to be the case 
following the proposed acquisition. 

83. The ACCC’s investigation has also disclosed that some smaller retailers, particularly 
those relying on comparison shopping, appear to have alternative shopping areas that 
would constitute an acceptable substitute for their current location (that is, where they 
could move and keep much of their current customer base).   

84. Even if there are not considered to be acceptable alternatives, then this acquisition does 
not alter the position of those retailers – i.e. they are faced with a single viable landlord 
both before and after the proposed transaction, and it is merely ownership of that 
‘monopoly’ which has changed. 

85. The Commission also notes the degree of countervailing power anchor tenants appear to 
have against Westfield and other landlords given their importance to the success of any 
RSC. 

OTHER ISSUES 

86. The Commission is aware of ongoing concerns by retailers about alleged unconscionable 
conduct by shopping mall landlords.  Concerns about unconscionable conduct are not 
relevant to whether an acquisition might result in a breach of section 50 of the Trade 
Practices Act 1974.  The Commission has also recently issued A Small Business Guide to 
Unconscionable Conduct (see http://www.accc.gov.au/content/index.phtml/itemId/3737). 
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