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2 IPEST J(J(' Pesticide industry Is characterized by
MEREPolY hehavior particularly in the case of high
_Qf'- seeds The share of sales of the top

e&f patienal firms account for 45 %. (Chart 1)
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= Cement The cement industry operates in about
150" countries of the world. The Industry Is
consolidating globally, but the ten largest
International firms only account for about one-
third of the worldwide market. (Chart 2)



- CharEnYerld Structure off Pesticides
(%) Sales in 1997 —

— O DuPont (Pioneer) USA

g — B Pharmacia (Monsanto) USA |

O Syngenta (Novartis)
Switzerland

O Advanta (AstraZeneca and
Cosun) UK and Netherlands

m Dow USA

O Adventis Group
(Hoechst/Rhone-Poulenc)
@ Bayer

O American Home Products

m BASF

B Sumitomo

O Other Companies




Chart 2Zsshane in the werld total cement:

preEliction (20), for the selectedscOUNtRIES
_ (SoUreez USGS 2004) =

O Brazil

B China

[J] France

[ Germany

B India

O Japan

B United States,
including Puerto Rico

[0 Rest of the World
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a' on 'rh “'ases of Industry structure discussed

IIOVEN .Iowmg countries have been selected for
ir)e Jrl c ~= Brazil, China, France, Germany, India,

Ja J:‘ SWltzerIand & USA.

e Countrles chosen above represent the major

=
- :producers and traders of the sectors studied.
=~ They also represents both developed and

- developing countries.
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~ &iCement Industry: Three Cases
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ARt CoMmpetitive Cases - — '
icide:

" BNPEST]

Vigmager’s: Liability in Cartel Case: Israel (2004) — The
sonipany. was convicted for price fixing and market
il lejezit]o)s 'under ‘Managers Liability’” provision ofi Antitrust
[EENAY e

=

2 —=1 entls Pharmaceutlcals Inc., and Andrx Corporation:
--'_;"‘ [-Trust Case (Mexico, 1998-03) — The company was
— ::_f_lned $190 million for market allocation.

e il

o ——

Republic of South Africa: Bayer-Aventis merger (1999) —
TThe merger conditionally approved. Post merger the new
company will become the second largest in the world.
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Gerrrzr Carie] Offica Irrdasee firigs tatel]inlef -2 §8 e il llep g eelfie
PIGEEECING against” six: companies’ and™ fines o A7 mnlion’ were
IfgPESEENOAI SiX medium-sized companies who were found guilty of
ket gnJ peation and quota agreements, evidence for which was seized
diiigiEEarnation-wide search of 30 cement companies in July, 2002 and
cluiflnief f i-her searches of several small and medium-sized cement
MERUTECHURERS 1 2003.

2. fre = ropean Commission imposed 478.32 million Euro fine on four
e, c-i;me panies involved in plasterboard cartel (2002) after detailed
= Shvestigation. The amount of fine has been determined on the bases of
—— é{ e market turnover. The cartel started in 1992 at a meeting in London
= in which it was decided to end the price war (in the previous years price
- off Plasterboard has fallen sharply due to fiercely competition) and after
this; meeting, a secret information-exchange system was set up to
monitor market trends and avoid over-aggressive competition. Such
conduct constitutes a very serious infringement of the competition rules

laid down 1n Article 81 of the EC Treaty.

3. Taiwan’s Fair Trade Commission fined 6.3 million US $ on 21 cement
companies involved in cement cartel after more than 1000 hours
assembling evidence and formal hearings using a new article of law.
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- Pr]ge ‘J. ng and market allocation are most
Sommon  anti-competitive practices for
Ay gife h pesticide and cement companies
== fvv- “fined by the competition authorities
f based on detailed investigations.
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IGIEINSE tie. Diggest manufacturer of basic pesticide
SHEMICAIS amongl the South' Asian and African countries,
gextonly toi Japan. It is also the second largest producer
o ag ﬂchemlcals In Asia.
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__,r uTrentIy 145 pesticides are registered in India, of
= wtgjlch 85 technical grade pesticides are manufactured in
~  India

More than 65 companies are producing pesticides In
India.
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.l 3
orIrI/ nuienssthessesonol AP ESNEIEMLCEIROIRCEMERINI
WIEREIHE REXE enly ter Chings;, having around 55 cement

sEIEANIES With 1287 large cement plants situated acress
if)e gounr

> T igg 5 companies accounts for almost 84% of the
iOtal-cement sale, with top 3 companies having a share
-_--—-J:I'—’Eﬁ thani 44 % of; the total sale. [Chart 3]
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%‘:4 C'apamty and Production

- = 128/ large cement plants --- installed capacity of 151.69 Mt pa.
®  Maore than 300 mini cement plants --- estimated capacity of 11.10 Mt pa.
¢ Total installed capacity of 163 Mt pa.

®  Actual cement production in 2003-04 was 123.50 Mt, an increase of 6.15%
on 2002-03 production of 116.35 Mt.



Chart Wﬂ the India’s total cement sale for

the major companies > -
(Source: CMIE/PROWEES databasgz_ ﬂ:-"' R

O Ambuja Cement Eastern Ltd.

W Associated Cement Cos. Ltd.
O Binani Cement Ltd.

O Birla Corporation Ltd.

B Chettinad Cement Corpn. Ltd.
O Dalmia Cement (Bharat) Ltd.

B Gujarat Ambuja Cements Ltd.
O India Cements Ltd.

B J K Lakshmi Cement Ltd.

B Madras Cements Ltd.

O Mysore Cements Ltd.

O O C L India Ltd.

B Prism Cement Ltd.

B Shree Cement Ltd.

@ Ultratech Cement Ltd.

W Other Cement Companies
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s MU= EXIT Behavior
e SIm ;Analysis of Mergers & Acquisitions
s e Missing Middle Problem

.+.,e ﬂcentratlon Indices

="ii ]'-?egressmn Study of Profitability

i Cost — Audit Data for Select Units

We' study these issues under 3 benchmark years i.e., 1989, 1995

and 2004. We define 1995 as the break year and see pre and post
1995 scenarios.



ERLRY, —EXIT Benavior

Pefinition: e -

Entry — (ezlfofly Tratlo — e S
Exit — We rlay ) 20039 215 ig)e Jeigi ) e;lr lif*arfirmr does
for consee Imve ears, then the firm is said to have exited from the
IEUBUAIthefirst consecutive year.

aleyr c)fo)ellle e

Tele L EgigAs t in| Pesticide and Cement Industries

Cumulative Cumulative Firms
Entry Exit Exit Operating
50 50 2 2 48
SE=—— 108995 16 66 1 3 63
= - 1995-04 3 69 19 22 47
cement till 1989 62 62 0 0 62
1989-95 16 78 0 0 78

1995-04 §) 84 29 S 55



Total Asset Profitability ratio = Market Share
ame Merger Sale (Rs.Cr.) (Rs.Cr.) Awerage cost (PAT/Sale) (%)
Before |After Before |After Before | After Before |[After Before |After
e e L e | merger nrer | mrger I marer | mrger s
Alchemie

Organics Ltd. February, 37.25
[Merged] 2002 (Mar 01) (Mar 03) 37.16 -2.95

Aartl Industries
284.9| 473.37| 267.86| 372.49 6.11(na

Aryan
Pesticides Ltd. June, 54.86
[Merged] 2004 (Mar 03) (Mar 05) 53.06 -3.65

Deepak Nitrite
Ltd. 279.88| 367.12| 236.09| 300.67 2.54|na

Aventis

Cropscience

- Ltd. January, 24.09 10.97 0.95
_;’3. [Amalgamated] 2001 (Mar 91) (Mar 91) (Mar 91)

Comp
N

“Hl---v

[ Cropscience 467.72 (198.23 |305.08 (0.94 ;
[ |India Ltd. (Mar 02)|(Mar 00)|(Mar 02) |(Mar 00)|(Mar 02) 0.7 1.78 4.06
Bayer
Cropscience
India Ltd. April, 467.72
4 [Merged] 2003 (Mar 02) (Mar 04) 305.08 7.21

Bayer
Cropscience
Ltd. 707.84| 976.84| 382.07| 719.32 49| 10.91| 13.39
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Total Asset Profitability ratio  Market Share
ame Merger Sale (Rs.Cr.) (Rs.Cr.) Awverage cost (PAT/Sale) (%)
Before |After Before |After Before | After Before |After Before |After
1 e [ | i [ | mcgr e e e | mrsr i
Cyanamid Agro 98.15
Ltd. [Merged] July, 2001 (Mar 00) (Mar 02) 146.94 -4.22

B AS F India
Ltd. 380.19| 584.86( 353.67| 437.99

Paushak Ltd. Septembe 16.31

[Merged] r, 2005  (Mar 04) N.A. 17.96
Paushak Ltd.
(Darshak Ltd)
Raychem Ltd. April, 182.85
7- [Merged] 2002 (Mar 01) (Mar 03) 153.54 1.01 -0.74 -24.52 3.04

~Ralis ndiata | | 11053 10069 8041 84539l 03] 118] 25| s43] 1538 1611

-~ Rallis Industrial

Chemicals Ltd. 19.74

8 [Merged] (Mar 99) (Mar 01) 20.64 4.15 0.37
Saris India Ltd. April, 31.98

9 [Merged] 2002 (Mar 01) (Mar 03) 34.06 1.23 -21.98 -973.1 0.53

Rallis India Ltd.| | 1105.3] 910 804.1| 764.14| 1.03] 1.1 -2.5| -8.43] 18.38] 16.11



gers and Acquisitionssin::

H‘GUSI-F |§ (Source: CMIE/RROWEE databé?

Profitability
Company Year of Total Asset  Awerage total ratio Market Share
Name Merger Sale (Rs.Cr.) (Rs.Cr.) cost (PAT/Sale) (%)
| Before |After Before [After | Before | After | Before |After | Before |After
¥ merger |merger | merger |merger |merger |merger |merger|merger| merger |[merger

Ambuja

Cement 284.67
Rajasthan June, (Mar  (Mar
Ltd. [Merged] 2004 (0X)) 05)) 320.64 -11.62

Gujarat
Ambuja
Cements Ltd. 1584.1| 2306.7| 1486.6| 4057 : 0.91( 11.68( 12.37| 10.55| 10.06

=== Damodhar
~ Cement & 125.46

- Slag Ltd. April, (Mar  (Mar

2 [Merged] 2005 04) 06) 51.28 0.97 4.03 0.63
ACCLd | |39016{37232[3917.9] 4934 098] 0.94] 4.91] 7.09] 19.51| 15.26
Dharani 16.64
Cements Ltd. November (Mar  (Mar

3 [Merged] , 2000 99) 01) 33.63 -14

Grasim
Industries 4346.5( 5203.9| 5711.6] 5912 0.98 0.94 7.02



SOMments on ™

n]y 'h]\/?,/ S L'@' cement come under
5 (C omblnatlons) of Comp. Act. — ACC
eS|
5|m|Iar AC before merger
: “ver for Grasim loss making co.
*a‘ai'red
> No' Pesticides M&A comes under merger
provisions.

» However, merged firms have very similar

AC before merger.
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FAN@FCIEAN trend Ini case of Pesticides.
SPEEKS disappearing in 2004 as the old
deImInant companies of 1989 give way to
| .rewrpeaks

> In cement, all peaks increasing in
-nmetles. Emergence of “missing middle”
- especially after 1995. Reflects M&A activity
of Gujarat Ambujas, ACC and Ultra Tech.
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W&bIE5” Concentration.Ratio =

0.18

BSo5  0.13 0.12 0.08 0.07
B2004 007 0.05 0.09 0.07

——

~ Comment of Concentration

Decreasing concentration in Pesticides but
Increasing In Cement.



- “R? (Within) 0.13 0.38 0.22 0.002

‘Overall R? 0.58 0.73 0.0002 0.49
N 150 150 140 140
Type re re re re

* 190 level
** Koo level



. Overall R? 0.23
N 210
Type re

* 190 level
** 500 level

4.07*
-10.8
= ES=7

1.92

12.6
0.34

0.38
0.31

180
re

-0.14
-S54

3.21

1.31
10.4
1
0.09
0.63

180
re
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> [reielazly dlSClpImlng factor seems to be
vvomn@ A Pesticides but not In Cement.

BGhianging concentration seems to have
Lus ‘impact on competition: regression
;.; hows epposite conclusion.

Hlllmltatlon of balanced panel data.
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P VENave: obtained extensive plant level

clziiel _'r rate per unit (price) and sales

merin: " for both pesticides and cement

JI_JC s’tnes from Cost — Audit branch,
Inlstry of Company Affairs.
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©2003-04  2002-03
0.11 0.12 0.12
0.01 -0.01 0.03
0.42 0.09
0.18 0.08 0.14
-0.04 -0.03 -0.02
= 0.22 0.13 0.18
-~~~ 7 Maharashtra 0.02 -0.04 -0.02
-~ 8 Maharashtra 0.04 -0.07 0.03
. ~ 9 Maharashtra 0.01 -0.01 -0.02
10 Maharashtra 0.18 0.11 0.07
11 Punjab 0.07 0.12 0.1
12 Tamil Nadu Oy 0.31 -0.23

|Source: Calculated from MCA data |




ent —Averag
nit, Cest:

Sales Realisation Average Margin per unit cost

2005-06 ________ 2005-06  2004-05 2003-04

1589 -0.02 -0.03 -0.05

1827 -0.09 -0.14 -0.2
1625 -0.01 -0.06 -0.17

1793 0.04 -0.05
1916 0.05 -0.08 -0.1
2199 0.14 0.2 0.09
_ _ 2060 0.14 0.14 0.08

‘Karnat 2185 0.3
“ 9/ = 7 Karnataka 2073 -0.21 -0.37 -0.38
E“ﬁ-' ~ 3 'Madhya Pradesh 2073 0.13 0.06 0.01
11~ 2 Madhya Pradesh o) -0.16
T2 2 Madhya Pradesh -0.17 -0.19

s, -~ 9 Madhya Pradesh 1790 -0.12

14 3 Maharashtra 2126 0.1 -0.07 0.02
15 2 Maharashtra 1698 -0.01 -0.1 -0.13
16 11 Maharashtra 2193 0.18 0.11 -0.01
17 10 Orissa 2026 0.12 0.11 0.17
18 3 Punjab 2646 0.36 0.27 0.24
ke 1 Rajasthan 2077 0.24 0.17 0.19
20 3 Rajasthan 1882 0.31 0.12 0.11
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'I\Aad-hya Pradesh
ﬁ?‘:___x 2 Madhya Pradesh

-~ 9 Madhya Pradesh
e
—

Maharashtra
Maharashtra
Rajasthan
Rajasthan
Rajasthan
Tamil Nadu
Tamil Nadu
Tamil Nadu
Uttar Pradesh

Source: Calculated from MCA data

1811
1661
2405153
1792
2098
2228
2578
2276
1912
2208
1923

0.03
-0.07
-0.18
-0.02

0.15

0.04

0.24
0.14
0.26
-0.03

-0.14
0.04
-0.06
0.17
0.04
0.26

-0.05



Commentson MCA data:
> |t oésible‘to_*.ge_ _the pesﬁ@iﬁeﬂcﬁt‘r-y 8ata

e :'.:— mmmhe-pﬁ@ﬁtmar-giﬂg-
i COSt Indicates that the variation In- any

oL Indicate a market functioning In a
OImpELitive Wway. However, the level of aggregation
[BES ot allow any firm conclusion.

s [ cement industry, one finds some evidence of
poth; price fixation and market sharing activities
which can be construed to be anticompetitive as
per the Competition Act. Further Investigation
seems warranted.



in. preblem is. defining measures to
(Er-abuse™ oi dominance: or ‘appreciable
rlrl\/‘—* se. effect on competition’. Some
exolorgnge suggestions given here.

ﬁﬁ_See.@ﬁ . to be some evidence of cartel like
196 _4; aviour ini Cement but it also possible to infer
~ “mon-competitive” behaviour in Pesticides.




	ASSESSING THE STATE OF COMPETITION IN INDIAN MANUFACTURING SECTOR:  PESTICIDES AND CEMENT INDUSTRIES��PROJECT DIRECTOR – PROF.
	International Scenario 
	Chart 1: World Structure of Pesticides (%) Sales in 1997
	Chart 2:Share in the world total cement production (%) for the selected countries     �(Source: USGS 2004)
	Countries Selected
	Action taken against the anti competitive practices by the Regulatory Authorities of different countries
	Anti Competitive Cases 
	Anti Competitive Cases
	Summary of  Anti-Competitive Behaviour�
	National Scenario
	Chart 3:Share in the India’s total cement sale for the major companies�(Source: CMIE/PROWEES database)
	State of Competition in India��Methodology:
	Entry – Exit Behavior
	Table 3:   Mergers and Acquisitions in Pesticide Industries (Source: CMIE/PROWEES database)
	Table 3:   Mergers and Acquisitions in Pesticide Industries cont…
	Table 4:   Mergers and Acquisitions in Cement Industries (Source: CMIE/PROWEES database)
	Comments on M&As
	The Missing Middle Problem��Pesticide: Chart 4
	The Missing Middle Problem��Cement: Chart 5
	Comment on Missing Middle
	Concentration Indices
	Regression Study of Profitability �
	Regression Study of Profitability
	Comments on Regression Analysis
	Cost – Audit Data for Select Units
	Table  8: Pesticides—Average Margin per Unit Cost 
	Table 9: Cement —Average Margin per Unit Cost
	Comments on MCA data:
	Conclusion 

