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 Anglo American has been trying to get rid of Tarmac 

since 2007 
 

 Evidence that Lafarge has been on a declining path 
(“had not been able to generate sufficient returns on 
those investments” App. E28)  
 

 Lafarge is relatively weak in the RMX market 
 

 Proposed JV may be a move to reverse course: “creates a 
more balanced company that will be better placed to 
withstand movements in the economic cycle” (App. E16) 
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 Textbook example of environment conducive to 
collusive arrangements: 
◦ Homogeneous product 
◦ Small number of firms 
◦ Stable/predictable demand 
◦ Simple, mature technology 
◦ Significant transport/import costs 
◦ Fairly easy monitoring 
◦ Probably inelastic demand? 
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 “When assessing coordinated effects, the Authorities will 

analyse the characteristics of the market that could be 
conducive to coordination. They will examine whether 
there is evidence that the firms in the market were 
coordinating pre-merger.” 
OFT/CC Merger Guidelines 5.5.4 
 

 “The evidence we reviewed indicated that there were 
aspects of the market that were not consistent with a 
competitive market but were consistent with a degree of 
pre-existing tacit coordination.” 
Anglo/Lafarge decision, para. 37 
 

 Much lower standard than in collusion cases 
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 “If [there is evidence that the firms in the market were 

coordinating pre-merger], [the Authorities] will examine 
whether the merger makes coordination more stable or 
effective, given the characteristics of the market.” (5.5.4) 
 

 “If there is no evidence of pre-merger coordination, they will 
examine whether the merger makes it more likely that firms in 
the market will start to coordinate, given the characteristics of 
the market.” (5.5.4) 
 

 “In general, a merger in a market already showing coordinated 
outcomes would be likely to make coordination more 
sustainable or more effective, unless the structure and scale of 
the merged firm is so different from those of its predecessors 
that the incentive to coordinate has been removed.” (5.5.8) 
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 If there is evidence of existing coordination, a 

merger will likely lead to greater coordination 
 

 Finding evidence of existing coordination is 
therefore crucial 
 

 If not there, focus shifts to increased probability 
of coordination due to JV  
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Competition Commission Counterpoint 

 
 Stable market shares, 

even during recession  
 

 Rising variable cost 
margins during 
recession 
 

 High switching in 2009, 
low in other years 

 
 Not so: Lafarge lost 8% 

in 3 years, 10-15% since 
2000 
 

 Can be explained with 
increasing MC - closure 
of inefficient plants 
 

 Recession led to 
increased competition? 
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Competition Commission Counterpoint 

 
 Price-concentration 

analysis consistent with 
coordination and PC 
 

 Mechanism for 
coordination exists 

 
 Alternative 

specifications consistent 
with unilateral behavior 
 

 Yes but speculative 
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 Conditions making coordination likely are satisfied 

 
 Some evidence that competition is not intense 

 
 “But no conclusion on existence of coordination pre-

merger” (CC presentation)  
 

 Therefore important to show increased probability 
of coordination due to JV (how do we quantify that?) 
 

 Tough call - arguments are quite subtle 
(speculative?) 
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Competition Commission Counterpoint 

 
 Fewer producers, easier 

coordination, better 
information exchange 
 

 Increased symmetry, better 
incentive alignment 
 

 Greater incentives / ability to 
punish 
 

 Elimination of fringe player 
with ability to expand 
 
 

 
 Size of coordinating group 

does not change 
 
 

 Other asymmetries exist; 
remedies would increase 
symmetry? 
 
 

 Perhaps, but speculative 
 
 

 Tarmac no maverick, 
expansion unlikely in current 
environment 
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 The nature of demand 
◦ What is the demand elasticity? 
◦ Who are the customers? 
◦ Do cement buyers source from multiple suppliers?  
 

 Other signs of coordination? 
◦ Refusal to deal, frequent stock-outs 

 
 Industry profitability 
◦ What do conventional measures of profitability look like? 
◦ Is there evidence of super-normal profits in this industry? 
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 A market where coordination appears likely in principle 

 
 No conclusive evidence of existing coordination (but no 

cut-throat competition either) 
 

 Possible that proposed JV could facilitate coordination, 
but hard to assign a probability 
 

 Questions: 
◦ How effective will remedies be to thwart coordination? 
◦ How much should authorities get involved in market re-

engineering? 
◦ Are remedies a way to avoid making tougher calls? 
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