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Competition Policy
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* New Competition Act passed in 1998, closely fC
international practice (draws from EU, Canadian
and Australia legislation)

* Important changes from previous legislation:
o Independence of institutions
o0 Pre-merger notification
0 More rigorous assessment of anti-competitive behaviour
and practice
» Competition policy is at the heart of economic
development:

o Competing means being able to effectively particip;
in the economy — competitive rivalry ensures fair,
prices to consumers and rewards for effort
and innovation

Towards a free and fair e conomy for all

Institutions
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e Competition Commission, with responsibility
to:
0 investigate and assess anti-competitive
infringements in response to complaints,

including those initiated itself, making referrals
to Tribunal

o Investigate large mergers, making referral to
Tribunal

o Investigate and decide on intermediate mergers
» Competition Tribunal, which hears cases and
makes rulings

» Competition Appeal Court, specially
constituted court to hear appeals on
competition matters




Main sections of the
Competition Act
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e Merger review, where merger is defined as a
change of control
o0 Key test is whether merger likely to
substantially prevent or lessen competition

e Restrictive vertical practices prohibited — vertical
agreements that substantially prevent or lessen
competition

« Abuse of a dominant position, such as:

0 Excessive pricing
0 Refusing access to an essential facility

0 Exclusionary acts, including refusal to supply
scarce goods, pricing below marginal or
variable cost (predatory pricing)

Price discrimination

Approach to agriculture & food
comperitianc?mmirﬁrsl[on

« Prioritisation process undertaken by
Commission focused on:

o0 Accelerated and Shared Growth
0 Poor consumers

o0 Where strong indications of anti-
competitive conduct

* Food and agro-processing identified
as very important focus

« Others: banking; infrastructure &
construction; intermediate industri
products

Towards a free and fair e conomy for all




Context to agriculture & food

» Anti-competitive conduct in bread, milling, dairy

« Public attention because of high food price
increases currently

 High levels of poverty, malnutrition and stunting
makes staple food prices extremely important

» Wider debates - liberalisation of agricultural
markets with expectation of improved efficiency
and lower consumer prices

* Previous studies found no anti-competitive
behaviour

« Staple foods identified through looking at
consumption baskets

« Competitive outcomes also driven by
competitive agricultural production and costs

Changes since 1994

Policy changes
e Complete deregulation and liberalisation

e Introduction of the Marketing of Agricultural Products Act,
No. 47 of 1996.

* Promotion of market efficiency and competitiveness
* Addressing of Socio-Economic issues:

— Participation by HDI’s.

— Equitable access by emerging producers.

— Implementation of land reform.

Outcomes

* Mixed outcomes at best, partly because of low levels of
effective competition:

— High concentration levels across the supply chain
— Concentration of ownership by few firms

— Vertical integration

— High barriers to entry

— Anti-competitive Conduct

— Supra-competitive pricing




Producer price trends
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Traded prices (SAFEX) — wheat
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Competition concerns &
current cases?

* Inputs: fertilizer

— Two complaints have been referred to the Competition
Tribunal

— Addressing alleged collusive behaviour and abuse of
dominance on part of producers resulting in import parity
pricing to detriment of farmers

» Bulk storage (Silos)
e Former cooperatives — now privatised

¢ Referred complaint on exclusionary acts and inducement

¢ Dominated by three main firms (Senwes, OTK/Afrgi,
Noordwes)

¢ Regional dominance

e Also involved in trading activities in the derivative market
(Safex)

» Baking:
— Four main producers fixing prices
* Milling:
— Same four as in baking
— Vertical integration: milling, bread & grain products

— Animal feed milling: Rainbow Epol, Astral Meadow,
Senwesco

» Dairy

— Collusion, including price suppression, and surplus
extraction




Impact on food prices

» Mark-ups inflating prices through value chain
» Compounds directly to food inflation, particularly on
staples eg. bread, maize-meal.
» Serious consequences for poor households.
— Spend significant % of income on food.
* Asymmetries in transmission
— Increases in the input prices are largely
transferred to consumer prices.
— Decreases in input prices are not
reflected in decreases to the end
consumer.

Conclusions & Implications

» High concentrations levels prevail, leading to
poor competitive outcomes:

— still significant concentration, high barriers to entry and
oligopolistic market structures across the value chains

» State regulation appears to have been replaced
by private regulation in many sectors
liberalisation has benefited processors

» Directly contributes to higher food prices

» Anti-competitve conduct affecting farmers
contributes to lower production

* Impact on poorest households
» Sector is an ongoing focus for the Commission




