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COMPETITION COMMISSION PROSECUTES BREAD CARTEL 14TH FEBRUARY 2007

The Competition Commission (the Commission) today referred a cartel case against Pioneer Foods Limited (trading as Sasko and Duens Bakaries) and Tiger Food Brands Limited (trading as Albany Bakeries) to the Competition Tribunal. The Commission granted conditional immunity to Premier Foods Limited (trading as Blue Ribbon Bakery), under the Commission’s Corporate Leniency Policy (CLP). 

The Competition Commissioner initiated a complaint after receiving several telephone calls in December 2006 from independent distributors in the Western Cape alleging that the major bakeries, ie. Blue Ribbon, Albany, Sasko and Duens had:- 

1. simultaneously increased the price of bread to independent distributors in the Western Cape by between 30 and 35 cents per loaf;

2. simultaneously decreased and fixed the discount given to independent distributors to a maximum of 75 cents per loaf, regardless of the volumes purchased; and

3. agreed not to supply each other’s independent distributors.

Some of the independent distributors provided the Commission with letters from the bakeries setting out the price increases and their effective dates. An independent distributor, Mr Imraahn Mukaddam, also lodged a formal complaint with the Commission. 

During the course of the Commission’s investigation of this matter, Premier Foods (Blue Ribbon Bakery) approached the Commission for leniency in terms of the Commission’s Corporate Leniency Policy (CLP). Premier Foods confirmed that the above companies in the Western Cape had held several meetings and exchanged information relating to the pricing of bread and the discounts payable to independent distributors. In support of its CLP application, Premier Foods supplied the Commission with statements by several of its employees who were directly involved in the cartel activities. Premier Foods has accordingly been granted conditional leniency under the CLP and will not be prosecuted for the offence in the Western Cape, pending their full co-operation and the outcome of the case against the other cartel members in this region.
The Commission will lead evidence at the Competition Tribunal hearings on how representatives of the bakeries met at several different venues to agree on, amongst other things, to simultaneously increase the price of bread in the Western Cape during the week prior to Christmas.  

In prosecuting this case before the Competition Tribunal, the Commission will seek an order to:

1. declare that the bakeries committed a prohibited practice under Section 4(1) (b) of the Competition Act, No 89 of 1998;

2. Interdict the bakeries from further committing such prohibited practices; and

3. impose an administrative penalty of up to 10% of the annual turnover of the respective bakeries. 

This case relates to conduct in the Western Cape. However, the Commission has also received information of similar cartel activities in other parts of the country and are currently investigating the matter on a national scale. 

Says Competition Commissioner, Shan Ramburuth: “Cartel behaviour is a very serious violation of the Competition Act and is particularly distasteful when the connivance is against poorer consumers. The Commission is committed to finalising its investigation of this cartel in other areas of the country and will ask the Tribunal to hear the matter expeditiously. 
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