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FTC Imposes Heavy Fine on Cement Cartel
The Fair Trade Commission (“FTC”), in a ruling on December 15, 2005, issued a penalty order varying from 5 to 18 million New Taiwan Dollars（“NTD”） fine against 21 cement enterprises, totally amounting to 210 million NTD fine (approximately USD$ 6.3 million) , including 11 cement manufacturers and 10 cement silo holders or distributors for their anti-competitive practices. This is one of the highest administrative fine ever issued by Chinese Taipei since its establishment in 1992.

The case concerned the fact that cement manufacturers in Chinese Taipei have long been alleged to collude within the market and have been complained by downstream manufacturers and industry associations of raising jointly the list prices of their products since 2001. This case is significant in that the cement markets generally are of cohesive structure in most countries and it is therefore very hard to obtain solid evidence of cartel.

After a four-year investigation, including more than one thousand man-time, collecting relevant data from other government institutions, and taking statements from associated enterprises, relevant documents of over 20 thousand pages were accumulated, with at least 100 files related to the collusion of cement manufacturers. In addition, in order to examine the case more thoroughly before the final decision, the FTC formed several task forces according to each commissioner’s expertise. As part of the cement cartel proceedings, the FTC for the first time in October 2005 used a new formal hearing process pursuant to the Administrative Procedure Act. 

The background of the case dealt with the international cement cartel formed by international cement groups after the 1997 Asian financial crisis. With the sharp decline of cement consumption in South-Eastern Asia, the surplus supply and low price of international cement products had penetrated into the market of that area and it produced vital effects in some countries. In 1999, several international cement groups, including Cemex (based in Mexico), entered the Philippine cement market in pursuit of merger opportunities with local cement manufacturers. In 2000, Cemex proposed a merger with Taiwan Cement Co. in Chinese Taipei and terminated their exporting volumes to the Philippine cement market. Rejected by Taiwan Cement Co. and Asia Cement Co., Cemex turned to seek cooperation with other domestic cement importers. Since its successful entry into the Taiwan market, Cemex slashed the market price of cement from 1900 to 1100 NTD per metric ton. Cemex acquired the “silo” located in Keelung and Taichung as an outpost to strengthen its competitive edge within Taiwan market. With another acquisition of silo in Taichung, Cemex aggressively sought to merge another silo in Kaohsiung. As a result, it has affected Taiwan cement market and has been increasing its market share by means of takeover or merger.
According to the FTC’s investigation, Chinese Taipei’s cement manufacturers had filed an anti-dumping case against South Korea and the Philippines in June 2001. The Philippine manufacturers took retaliation measures against Chinese Taipei and Japan manufactures. Local cement manufacturers reached an agreement to conduct anti-competitive practices in order to dominate the market and hike up the price of domestic cement. The manufacturers’ practices can be described as follows:

1. The domestic manufacturers reached an agreement to set up a joint venture to acquire the silo of harbor in order to prevent the international cement groups from establishing domestic marketing channels. 

2. In order to reduce price competition resulting from oversupply of cement, cement manufacturers negotiated the retreat of some enterprises from the market. 

3. The international cartel and local manufacturers reached an agreement to allocate the marketplace among themselves, to stay out of each other’s territories and make a compensation by using counterpart’s silo to keep foreign enterprises out of the market. 

4. Domestic cement manufacturers and importers reached an agreement to sell domestic cement to each other instead of importing from other countries at lower price for the purpose of restricting market competition and facilitating the joint hiking of cement price. 

5. By reducing their production capacity and quantity supplied, shortening the effective term of order, and fixing their terminal selling price, cement suppliers have jointly hiked the price of cement substantially from 1300 to the present 2250 Chinese Taipei per metric ton. 

6. Viewing that slag, the substitute product of cement, had severely affected the sales of cement, domestic cement enterprises have reached an agreement or arrived at an understanding with steal enterprises in Japan to reduce the annual exporting volume of slag to Taiwan. 

The FTC further noticed that the volume of imported cement has been reduced gradually after 2001 and the production capacity utilization rate of rotary kilns has also been manipulated to a lower degree. It is noted that while the production capacity of cement is far higher than market demand, its production cost remains unchanged, and the domestic price is getting higher and higher in recent years. The anti-competitive practices and agreements constitute economic infringements designed to maximize the profits of the participating enterprises. The harmful effects for the markets and consumers are particularly serious in the cement sector, since they are passed on to the construction and housing sector and to the real-estate market in general.

After forming international cement cartel in East-Asia countries, they had reached an agreement or arrived at an understanding that the oversupply of cement in that area would be exported to America, Middle East and Africa, rather than to cut down its home market price to compete with one another. It is worth observing the continuous hiking of cement price due to the international cement cartel designed to allocate trading markets and profits in that area.

In order to build a competitive cement market at home and abroad, the FTC appealed that competition authorities in each country and international organizations concerned should scrutinize the emerging problems of international cement cartel and co-operate with each other to crack down on these illegal infringements. Lastly, Chinese Taipei earnestly emphasized again that it would be glad to share its information on international cartels and would work together with those countries willing to cooperate. 

