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(Debate on excessive pricing. Should prices thought to be excessive
be addressed through competition law enforcement?If competition
law is not appropriate how should governments address concerns
about excessive prices?)

(D) L Z 1L FPU PP 2 PR LR Mo FRLF LR > PASLE
HEEE?
(How should competition agencies that address excessive pricing
cases evaluate such conduct? What remedies may be appropriate if
there is a finding of excessive pricing. )

(=) ICN ##3473-2_ % 7238 * - (Applying ICN good practices on Rebates. )

(e ) ICN #3522 F7+3F* o (Applying ICN good practices on
Exclusive dealing arrangements. )

() ICN i & 2§ 2 223% > 4 - (Applying ICN Recommended practices on

Predatory Pricing. )
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1~ =424 T} - (Assessing Excessive Prices.)
2~ 473c o (Rebates. )
3~ BRRX % ez o (Exclusive Dealing Arrangements. )
4~ e § o (Predatory Pricing. )
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(=) Hypothetical case study ~ ‘e it#h42%F 21 Bk % )
Emporium Holdings “Emporium” was established as a wholly-owned
private company in the year 2000. The company was established after
the first innovation in Africa to produce microsil from
ferrosilicon (FeSi).Microsil is produced as a by-product of FeSi
production. Initially discharged in the atmosphere as a pollutant,
the innovation by Emporium resulted in the collection of microsil
as a powder.Microsil is used as a binder in the production of
refractory products. Microsil accounts for approximately 30% of the
costs of refractory products. Demand for microsil has significantly
increased over time and there is no other substitute binder for
microsil in the production of refractory products. Emporium has
secured infinite rights to all FeSi mines in South Africa and is
therefore the sole producer of microsil in South Africa. It is not
feasible to import microsil due to its toxic nature and cross border



embargo. Emporium obtained the rights to the FeSi mines at a very
low price by which it pays a very small royalty to FeSi producers. In
2012, Emporium raised the prices of microsil significantly. Since
then prices of microsil have been increasing relatively more than
the pre-2012 period.

*RFRFTH

Emporium = @ )= > 2000 # 3% & 7r 5 @ L4374
microsil " _ferrosilicon (Fesi) #&Wa & >
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In 2016, the Competition Commission ( “Commission” ) received a
complaint from the Refractories that Emporium was excessively
pricing microsil to customers in South Africa. Refractories alleged
that there is no reasonable relationship between costs incurred to
produce and supply microsil, and the final microsil prices that
Emporium charges to Refractories.At the time the complaint was
received, Emporium’ s alleged conduct was considered to be ongoing.
During the investigations the Commission team gathered the
information presented in the tables below.

2 Fr 3t 2016 & 42 @t v R e B L 25 Emporium & 7 AZER T
B2 F5 Ll A AT HELE A KT EpHE 2 ﬂziﬂ*;z
BRFALIAEFEAY a2 RE R AR AR TR A AT

\

Table 1: Sales and price information

2012 2013 2014 2015 2016 2017
Sales volume (million tons) 1,72 2,07 2,12 2,16 1,99 2,15
Revenue figures (R millions) 90. 1 130.3 162.9 201.6 174.4 240.7
Weighted average prices (R/T) 52, 44 62, 95 76, 15 87, 66 87,67 96, 31
Table 2: Costs and Financial information
2012 2013 2014 2015 2016 2017
Cost of sales (R/T) 20, 28 24, 06 28,35 31, 97 33,24 37,20
Ezﬁzi operating cost (FC) (million 2.9 1.9 2.6 3.4 3.7 5.9
Taxation (million Rand) 25. 26 36.49 | 45.63 | 56.45 | 48.85 | 67.42




Capital invested on tangible assets
(Replacement) (million Rand) 94, 01 97, 35 98, 93 101,30 | 103,62 | 104,91
Goodwill (million Rand) 21, 40 22,50 23, 60 24,70 25, 80 27,00
ROCE (Return on Capital Employed) 0, 20 0,19 0,17 0,14 0,15 0,15
TIRR (Truncated Internal Rate of 0,19 0,18 0,15 0,16 0,14 0,13
Return)
WACC (Weighted Average Cost of 0,15 0,15 0,13 0,12 0,11 0,09
Capital)
Table 3: Actual cost of electricity and the cost at market price (R/T)
2012 2013 2014 2015 2016 2017

Actual costs incurred 1.50 1. 60 1. 80 1.90 2.20 2.30
Costs at market price 2.00 2.20 2.30 2.60 3.00 3.30
Table 4: Weighted average prices of microsil in the respective countries
(R/T)

Botswana Ghana France Russia India China Brazil USA
2012 45, 25 40, 25 40, 54 38, 25 44, 54 35,25 | 42, 54 42,54
2013 54, 35 48, 35 48, 65 46, 85 51, 65 42,35 | 46, 65 53, 65
2014 68, 75 60, 75 58, 65 58, 75 62, 65 52,75 | 59, 65 61, 65
2015 71,41 64, 41 70, 96 62, 41 74, 96 57,41 | 68,96 76, 96
2016 79, 55 73, 45 4, 17 70, 35 80, 37 67,35 | 76, 37 78,17
2017 81, 65 76, 45 84,11 73, 25 90, 51 71,25 | 89, 01 85, 61
Questions

1 ~ Based on the information provided assess whether or not Emporium

charges excessive prices for microsil in contravention of the

competition act?
gt A A F4 > Emporium & @ B F W2 AQgp 2 2 757

Discuss the appropriate remedies that you would recommend 1if

Emporium was found to be charging excessive prices for microsil

in contravention of the competition act.

bk 2P ERG AR TR LEZFL 0 GARHLEY
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International
Competition

“*  Price-cost guide solutions

2012 2013 2014 2015 2016 2017

Step 1: Identify the prices 52.44 62.95 76.15 87.66 87.67 96.31
Step 2: Identify costs (economic value) 44.94 49.92 57.40 63.97 66.17 71.30
Cost of sales (R/T) 20.28 24.06 28.35 31.97 33.24 37.20
Total operating cost (FC) (R/T) 1.279069767 0.579710145 1.214953271 1.47826087 1.859296482 2.36
Electricity costs adjustment (R/T) 0.50 0.60 0.50 0.70 0.80 1.00
Taxation (R/T) 14.68 17.63 21.32 2454 24.55 26.97
Capital reward (WACC*capital invested on tangible 8.20 7.05 6.01 5.29 5.73 3.78
assests/ volumes ) (R/T)

Step 3: Compare costs and prices 17% 26% 33% 37% 32% 35%
Step 4: Make a judgement of reasonableness

growing and inclusive economy

International

e Profitability Analysis Guide Solutions-

2012 2013 2014 2015 2016 2017
Step 1: Identify the profitability measure (ROCE) 20% 19% 17% 14% 15% 15%
Step 2: Identify WACC 15% 15% 13% 12% 11% 9%
Step 3: Compare WACC and profitability measure 33% 29% 30% 19% 41% 72%
Step 4: Make a judgement of reasonableness

competition ation for a growing and inclusive economy



?

International
Competition

we COmparator Analysis Guide Solutions

2012 2013 2014 2015 2016 2017
South African Prices 52.44 62.95 76.15 87.66 87.67 96.31
Russia’s prices 38.25 46.85 58.75 62.41 70.35 73.25
Russia Vs South Africa 37% 34% 30% 40% 25% 31%
Brazil 42.54 46.65 59.65 68.96 76.37 89.01
Brazil Vs South Africa 23% 35% 28% 27% 15% 8%
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(Agencies should use a sound analytical framework firmly grounded
in economic principles in determining whether dominance
substantial market power exists. )

(C)H- BB EFL 43 HI S B R7 SR A H2 BPRE 2 A 5b
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(A firm should not be found to possess dominance substantial market
power without comprehensive consideration of factors affecting
competitive conditions in the market under investigation.)
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(Market shares of the firm under investigation and its existing
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competitors, including their development during the past years,

should be used as an indication or staring point for the

dominance/substantial market power analysis.)

() #MELZAFHMBFTESESFL 5o
(Agencies should give careful consideration to the calculation of
market shares. )

(Z) 3 3d 3 FPELRAATLE 2T ads T
(It can be beneficial to use market share-based thresholds as a safe
harbor. )

(Z) M HF G FPHELIAATIAFFFLES 227 i g 1l
(It can be beneficial to use market share-based thresholds as an
indicator of dominance/substantial market power. )

() PHAFHFIFLTFERFLRP Er S HEL R Carird 571
AHEAIE G A AV R ao
(The assessment of durability of market power, with a focus on
barriers to entry or expansion, should be an integral part of the
analysis of dominance/substantial market power. )

(M) HHEBRZFREFR RLZIFPMERPF L 2 X073 HF 4
48
(As appropriate in the specific circumstances of a particular case,
agencies should use further criteria to analyze dominance
/substantial market power. )

(4) F ML 2SS EIpgas 54 B2 R A1 - A T 587 ko s
HFEHER AL o
(The analytical framework used to assess market power is the same
in small and/or isolated economies, but market factors may resulted
in more limited competition. )

(F) REZLEWHBLPRETAFEDTRT RS FA1LES £27F
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(Agencies should seek to make their dominance/substantial market
power assessments transparent, subject to the appropriate

protection of confidential information. )
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