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~ Inits report sutmitted in 1964, the Mahalanobis Committee on

Distribution of Income end Levels of Iiving found some svidenee to ths
affect that. industrial planning hed been responsible for an increase in
{hoome disperities. The industriel ‘sbructure and the concentration of
sconomic power were believed to be the possible c¢auses for. this phenomencn.
~ In:pursuance of this report, the Monopolies Inquiry Comnittee wes appointed

‘in fpril 1964 "to enguire-into the existence and effect of concentration
'of acondmic power in private hands " This Committee found that con--

" centration of economie power did exist and indicsted that this was ceused

by, inter glis, restrictive practices followed by manufacturers in the

* “marketplaceés - These-developments led to the passing of the ‘Monopolies and

 Restrietive Trade Practices &ct in 1969, . The Monopolies and Restrictive
Trade Practices Commission was sppointed 1n ‘August 1970 to acminister

~this hot.
" provisions of the Aot
.. .. g METP-desls with three basic lssuesi-

. ,.:-=_;j,i'}."i..'.Gont:enpratiqg ‘of_,écon;_‘émic:pqwer,
- .18, " Mongpolistic ‘trade practices, and
%, FRestrictive trade practices.

: . In this'paper, judgements relating to restrictive trade practices
are analysed. Restrictive trade practices sre covercd in Chapers 5 and 6
of the MRTP Act. 'Specifically, Section 33 (1) , (a) to (1), perteain to the
registerable agreements relating +& regtrictive trade practices. Thesse
provisions require the registration of gll agreements entailing practices

" such as sole sglling agency, full line forcing, exclusive dezling, cdis-

‘eriminetory discounts, territorisl _restrictions , ceptivs production
~agreements, etc., Bxbracts from: the relevent section ars reproduced in



Datails £ the Judgements Malys d

. This paper preseints an analysis of 29 restrictive trade
practices (RIP) cises avaiiable to us which were disposed of by
the Commission between 5-9~1972 and R7.10-1975, The list of cases
is given in Appendi® II. Of these €9, only one case was disposed
of in 1978, none in 1973, four in 1974, and 24 in 1975,

We shell try to anslyse the nature of applicants and
respondents relsated to these 29 cases. We shall also look into
the nature of allegations and try to examine if there are any
systematic pattemns in the allegations by product classification.

Applicents and Respondents s -
o - Acomplaint may be initiated by “the ' Registrar of
Regtrictive Treade Agreements if, wpon ‘examindtion of a particular
agreement, the Regigbrar has grounds too believe ‘that certain - =
clavses of the agreement are restrictive. In same cases, the Director
of Investigation of the MRTP Commission files a complaint based upaon
- preliminsry evidence generated from investigation carried out in
recponse to complaints by consumers, deeslers, or from an autonomotsly
initiated inquiry. The METP Act glso provides for a compleint to be
‘initlated by an association of deslers, consumers or users if sush an
- arsovlation has 'grounds to believe that certaim practices followd by
nanufacturers or other deslers are restrictive. Table 1 shows the
dist.ibution of cases by applicants. The nejority (68%) of the coses
have been initiated by the Registrar of Restrictive Trade Agreements.
Tie Director of Investigetion of MRIFG. has initiated complaints in.
seven out’ of 29 cases studied by us. One case each has been filed by
a dealer association and- an- agsociation: of users. It appears thet the
facility which the Act. gives the users anq dealers associstions tc
initiate a complaint is only :sparsely used. TFurthermore, there is no
complaint filed by an associsation of ultimate consumers against dsalers
or manmufacturers. - T e

The majority (58%) of respondents in ‘the casis studied cre

o i.ndiVidual manufacturers (See Teble 2). In 244 of the case studied, a

group of nahufacturers are named as responderits., In ‘three out of the
%9 cases, & manufacturer together with some of his ‘dealers has been

paned as a respondent. There ig one case each when a group of deslers,
-.Or & Marketer and a conbractus] producer supplying to the marketer have
becn nemed as respondents. “From the cases studied™it appeers to us that
the provisions of the At have essentlally been directed sgainst restrictiv
trals agreements between nanufacturers and dealers. Restrictive trade
praectices @irectly affecting the dealer-consumer relationship or the
nanufecturer-consumer relationship have not been the subject of investiga-
tion in thege 29 cases.



Table: 1 : Distribution of Cases by 4pplicants -
S_l.N;J.  Applicant o " No. of cases %age of total
1 FRegistrar of Festrictive 20 68%
Trade Agreements : :
-& - Director of Investigation, 7 4%
3 Dealer 4ssociation | 1 7
4 Nmébﬁéﬁner/ifsér”A,'sscéi'aﬁtiéh“ T e befor= -
Total 29 100%

Sourte; METEC Judgements.
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Table: g : Distributicn of Cases by Nature of Respondentr-Citéd in
RTP Allegations™ =~ '
"8 ¥o. Mature of Respondent Jo. of cases  %age of total

1 Individual manufacturer oy 58%
2 " Group of manufacturers I v Rdp
3 A Manufacturer and desler(s) . . 100

4 Group of Dealers 1 b
5 . Marketer & Contractual Producer- = 1 : 4%
Total 29 100%

Source: MRIPC Judgements,



Natureg . Ailggaﬁi&ném

We have tried to categorise the allegations cited in tho
complaint into four major categories:

1. Restrictions on price, including minimm resale
prics and resale price maintenance;

2. Ragtridtions on products, including tied sales
and full lire foreing: o '

3. kﬁﬁ&bmoﬁﬁﬁﬁMﬁm,Mdmmgmdmwe
dealership, territorial restrictions, Jiscriminatory
discounts, and display requirements; aid

4e v Testrictions on manufacture, including captive
production agreements.

A list of specific restrictive practices faliing within each of
these categories along with the nunber 0f tinmes ‘these practicés wors
alleged is given in Appendix III. It should be noted that the clossifica-
tion given in Appendix Iil has been developed by us for analytica: purposes
and does not correspond exactly to the provisions of the Act.

A totel of 93 restrictive trade prectices were alleged iii the

29 cases studied by us, Of these 93 alleged RIPs, 46 allegations (or 49%)
pertain to restrictions on distribution (see Table -~ 3). The next majo-
cehbegory of sallegations pertaints to restrictions on price. This category
- accomted for 23% of the alleged restrictive practices. Restrictions on
product sccounted for 17% of the alleged RIPs.,an¢ those on manufacture
accounted for 8% of the alleged RIPs. In three of the P9 cases, the
allegations were not specified. Within the category of restrictions on
price, the maximum number (16 oul of 21) pertained to specific resalc
"price maintenance. Of the various restrictions on product, the
restrictions on quantity to be bought and full line forcing were elleged
most frequently. Each of these restrictions was alleged six times cut
of a totel of 16 sllegstions pertaining to product-related restrictions.
0f the 46 allegstions pertaining to restrietions on distributicn, tha
most frequently alleged practices were: discriminatory discounts (15},
exclusive dezlership (1R), and territorial restriction (11). OFf “he
alleged restrictions on manufacture, three pertaeined to captive s odre-
tion agreements and four to restriction on manufecturs tnd sales

of competing prcducts. The deteiled brezkup of the sjecific rez iirions
and the frequency with which they were allegcd in tne 28 crsas ct.idicd
are given in Appendix - III.



Table: 3 : Distribution of Allegations by Nature of RIP
= = e L L

S.No, Nature of RTF ggé?fiints .%age
7 Résﬁriction on Price 21 23%

2 Restriction én product 16 17%

3 VRestriction on distribution | .4—6 . 49%
4 Hestriction on manufacture 7 8%
5 No't specif.ied 3 3%
Total 93 100%

Source: MHIFC Judgements



 Variatioc s in Alleeations by Product Clagsifjcation -~

© Of the 2 cases studied, two ¢ases were such that the application
was rejected for lack of evidence, Of the remaining 27 cases, 15 pertained
- to.industrial products; five to consumer durables and sever to ¢onsumer
nondursbles (see Table 4). Of the 93 alleged restrictive practices, 55
pertained to industrial products, 14 to consumer durebles snd 24 to CONm
sumer nondurables. The average number of allegations per case works out
to bs 3.7 for industrial products, 2.8 for consumer durables, and 3.4 for
consumer nondurables. Although at this stege it might appear that there
are some dlfferences in the elleged number of restrictive practices by
product classification, we would like to introduce a note of ecaution that
such interpretations are not warrented by the limited nunber of cases
decided so far in each product catezory. R

. Table 5 shows the distribution of alleged RTPs by product.
classificstions. It appears that the patterns of alleged RI'Ps are not
- Very different in the three product categories, although restrictions
on distribution occured somewhat move freguently in the industriel
category than in the other two categories.

Categorisation of Qrders Pasped

Table 6 shows the nature of the decisions in the 29 cases gtudied.
In the overwhelming majority of the cases (7R%), the Commission ordered the
respondent(s) to cease and desist from all the alleged restrictive practices.
In one case no order was passed as the respondent ‘agreed to modify the
contract after a complaint was launched. Tn two out of the 29 cases, the
application was rejected by She Commission because of insufficient evidence,
Again, or'yv in two cases, the order pessed by the C-mmigssion did not require
the cessavion of gll the alleged restrictive practices. In one case, the
respondent wag abie to successfully argue that certain allegedly restirictive
practices were necessary to protect the brend name and image of the product.
The Gommission accepted this argument and allowed the respondent to place a
restriction on the contractual producer that the contractual producer should
not munufacture and sell the productunds r the respondent's brand name. In
the other case, the respondent was able to retain (in a modified manner) the
exclusive dealership clause in his agreement on the basis of the argument
that such a restriction was necessary to meintain the service level to
the ultimate buyers. '

Conglugions
The cases disposed of and availeble to us gso fer are not sufficient.

to make ony definitive assessment regerding the patterns of MRTP judgement.
However, even in these 20 cases, it is possible to discern certain interesgt-



Table: 4 : Distribution of Allegations by Product Classifieation

(Industrial , Consumer Durable, Consumer Nondurable)

L osNel

fo T Mllegations . Avg. No, of
Product Classification S = : - .allegations

- casss C e g e
.77 No. . page., . per case

‘Industrial . 15 _ " 55 [ .59% IR

. Conswmer Durable. . . 5 14 O A58 2.8

Consumer Nodurable 77 24 2 34

CiTetal - . @m 93 00F | 3

T4 Sources

METPC. Judgements... -



Table: & Dms’tnbut:.on of Alegations by Nature of RTP and bv Product Class:i.flcat:.on (Industrlal
Conaanner Durables, Consumer Non—durables) B

v::.‘ ] i —
. Nature of RIP Alleged ' - ,_ |
5, No, goguc;* i o;:‘ : néz.'strlct'idris. Beéﬁfiicti-'éns Restrictions on E.Eestriétions Qn' Not Speci- Toval
vLa Sl_- lcf‘ a - on pncew : on products  distribution manufacture - fied Vo. %age
| No (ybage) No. (%age) (Mo. (%age) No. .%(%a.ge)  No. (%age)
! Industriall 1 (20%) 9. (178 29 (53%) 3 (5%) 3 (5%) 55 (170%)
2 Conswer Durable | 4 (29%) 2 (14%) 6 (4%) . 2 (14) 0o (0%) 14 (170%)
3 Comsumer hon- | 6 (258) 5 (21%) 1 (46%) 2 (8%) 0 (0%) 24 (100%)
durables SRR Co
i e i e e e e e e el i Ll M-
Total 21 (2R 6 (s 46 (508) 7 (88) 3 (2%) 93 (100%)

Source; MKIPC Judgemen;t?s :



Taﬁlé: 6 : Categorisation of orders Passed’

'

10

. : : Casés
S, Ko, Nature of Decision :
Lo : . No. . %age
B Yo ordetr . | B L
© (Company agreed’ to medify
contract after complaint
launched)
'72ﬂ Application rejected because of 2 7%
P insﬁfficient‘evidence o o
3 Onier;rGQﬁifing;cessatiOn of 21 72%
a1l alleged-practices
4 Onier'reqﬁi¥ing modi.fication/ 2 T
cessation of some of the
alleged practices
5 Case being contested 3 10%
Total =~ 29 1005

Source: MRIPC Judgements.
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inz trends. Firstly, all the cases pertained to relationships betwsen
mznufact -ers and dealers, or me <ebers and their c.ntractusl proiucers.
Possible restrictive practices affecting the final consumer direcily,
such ag tied seles of packaged goods and offering of discriminatiiz dis-
counts to consumer, have not been investigrted so fer. Secondly, the
majority of the cases have not been strongly defended by the respondents.
In fact, the text of the large majority of judgements indicates tnst the
respondents have not atiempted to put forth arguments supporting the
economic or marketing rationale of ths alleged restrictive clauses cited
in the complaint. Only in two of the 29 cases, the respondent hes
successfully made use of the "public interest" gateways provided Zn the
ot. Even in these cases, the respondents were able to dafend only one
of the several alleged restrictive practices.

The overall trend of these 22 judgements woull seem to indicsate
that the control exercised by the manufacturers on dealers through legal
agreenents hag been somewhat relaxed. It would, howevsr, be of interest
to investigate whaether the sctual relationshipg in {te marlketplacs have
undargone any change as a result of the orders passed. It is too eariy
to cey whet impact this apparent transfer of power from manufacturers %o
distributors would have on the market structure, performance, and conduct.
1¢ would bs of interest to examine the MRTFC orders as and when they are
aveilable and snelyse cmerging patterns. A beginning has been made in
this direction with the creation of 'an information system for coding,
shoring end retrieving the pertinent data regarding applicants, respondents,
na-ure of allegztiohs, nature of decisions end other useftl informetion.
Wz hops to gain several useful ingights regarding the impact of the MRIP
Lot on merket structure and marketing practices as the data base for this
iulormation gystem expands. ‘ ' :
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Appendix - I

" Section 33: Reglstrable agreements I‘elatln"" to restrlctlve tT'ede practices:
(1) Ary agreement relating toa restrictive trade practice falling within
one or more of the following categories shall be subjeet to registration in
accardance with the:provisions of this Chapter, namely:

(a)

(e)

(£}

()

(n)

(1)

. any agreemeht which re'strict"e, or is likely to restrict, by any

method the persons or classes of persons to whom goods are scld or
from whom good~ are. bought _ e

IR
.l'

rany. agreement requlrl”lg a purchaser -of goeds, as 8, condltlon of such
' pumhase, to pu¥rdisse SOme eﬁ'zher gOOds ' o

any agreement restr:lc’olng in z—m;yr manner. the purchaecr in the course
of his trade from acquimng or othervise dealt ng in any goods cbiher

-than t.hose of' +the seller or any other person

arv agreement to purchase or - sell goods or to- tender for the salc

_or.purchase of goods only at prlces or in tems or conditlons azreed
L upon between the sellers or purchaser50 :

.e.ny agreement to gran‘c, or allow concessions ¢r: bencflts, :l_ncludlng

allowances, discount, rebates or eredit in cdonnection with, or oy

'I'easOn of, dealings;-

any agreement -to 'sell goods on condition that the prices to be
charged on re-sale by the purchaser shall be the prices stipulat d
by the seller unless it is clearly stated that prices lower than
thoge nrice may be charged;

arny agreement to limit, restrict or withhold theo oubput or supply of
any goods or agllocate any area or market for the disposal of the goods;

any agrecment not to employ or restrict the employment of ary me‘tho&,
machinery or process in the memufacture of goods;

any agreement for the exclusion from any trade association of any
person carrying on or intending to carry on, in good faith the trade
in relation to which the trade associatlion is formed;

any agreement to sell goods at such prices as would have the effuct
of eliminating competition or a competitor;
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Appendix - I (contd.)

(k) . .any agreement not hereinbefore referred to in this section which the -
. Central Government may, by notification in Official Gazette, specify
- for the time being as being one rclating to a restrictive trade
practice within the meaning of .this sub—section pufsuant to any
recommendation made by the Commission-in this bohalf o

{1}* any agreement to enforce the carrying out of any such agreement os
© is referred to in this sub~section = - '

(2) - The provisions of this section shall apply, so far as may be, in reiation
to,agreements making provision for services as they apply in relation to
cproements connected with the production, suwply distribution or centrol of
goods, C o o :

{3) No agreement falling within this section shall be subject to

registration in accordance with the provisions of this Chapter if it is expressly
authorised by or under amy law for the time being in foreec or has the

spproval of the Central Govermment or if the Govermment is a party to such
Freement, o

o
<o



Appendix - II

MRIPC CASES & JUDGEMENTS

< o, ~ Case No. Date of disposal
1 Hindustan Pilkington Glass Works Ltd. and others (2/72) 14-2-1975
2 Cadbury Fry India Itd. (3 of 1972) . . o ' 5.9.1972
3 Nationsl Tobacco Co. of India Ltd, (4 of 1972} 4101374
4 Groz Beckert Saboo Ltd. (5 of 1972) ' - e 13-2-1974
5 Americean Universal Eloctric India Ltd. (7 of 1972) 1-11-1974
5 Union Carbide Ltd. (1 of 1973) . .. D, 1 P7.18-1974
7. - Tata Engg. and Locomotlve Co. Ltd, {1 of 1974) " i 25.7-1875
8 TIndian Tube Co. (14/74) - . 25.2.1975
9 Carona Sabu Co, Ltd. (2 of 1974) . 21-3-1975
10 Beta India Ltd. (3 of 1974) o 23-0-197F
11 Tata 0il Mills Co. Itd. (9 of 1974) - 2B-7-1974
12 Mysore Kirloskar Ltd. ard Mahindra and Mahindra Ltd. 4-8-1975
(144 of 1974) . . . ,
1% .. Colour Chem. Ltd. and Others . 14-1-1975
A Modi Yern Mills Co. Ltd. (23 of 1974) 18:2-1975
'S Khira Stoel Works Pvt. Ltd. (33 of 1974) . 4-831975°
°5 Chandan Metal Products Pvt. Itd. (34 of 1974) 891975
37 Steel-dge Industrics Ltd. (1 of 1975) 21-8-1975
) Dolhi Automobile Ltd. Pvh. (2 of 1975) 29.8-1975
"9 Bajaj Electricels Ltd. (8 of 1975) 29-8-1975
£0 Al Indin E-Ray & Flectro-liedical Trade Assu. (3 of 1975) 19-9-1975
o1 Goatos of India Ltd. and others 12-9-1975
(R Fx_Coll-0 India Ltd. (10 of 1975) 4-8.1275
n3 Singer Sewing Machinc Co. Ltd. (21 of 1975) 26.9-1975
24 atul Products and others (18 of 1974) 17-1-1975
«5 411 India Motor Transport Congress Vs Good Year 16-2-1975
- (26 of 1974)
o) Singer TVS Ltd. (31 of 1974) 17-1-1875
27 Rgymond lioolen Mills : R5-2-1875
28 Godrej and Boyce (17 of 1975) 27.10-1975
LG Godrej and Boyce (22 of 1975) 27.10-1975




Appendix - IIT

Detailed Catogorisstion .of RIPs* -

Hustriction

.

RESTRICTION ON PRICE

100
101
102
103

104
105
106
107
199

Price restriction {general)

Minimm resele price

Specific rescle price

festriction on discounts which ean be

given down the channel

Hestriction ou service cha rge

festriction en accessory price

Restriction on temms of sale down the channal
Price fixing by collusion

Other price restriction

RESTRIGTIONS ON PRODUCT

200
201
202

203 -

R4
205
299

Product restriction (general)
Tied sales of two or morc products
Tied seles of product and scrvice

‘Restriction on inventory to be kept

Restriction on quantity to be bought
Full line forcing
Other product restriction

RESTRICTIONS ON DISTRIBUTION

300
301

3R
303
504
305
306
307
308
309
399

Sestriction on distribution {gencral)

Bxclusive dealership (no other product or
unspecified)

Zxclusive dealership (no competing linc)

Territory restriction

Discriminatory discounts

Restriction on number of sslesmen

Bestriction on number/type of subdeslers

Minimum displey requirement

Rofugal to soll

lestriction on place of delivery acceptance

Other distribution restriction

15

No., of

allezed

Bractices

I B =

*This cstogorisation is not as per the Act but has been developed b~
the authors for analytical purposas.,



4ppendix ~ III (contd.)

RESTRICTIONS ON MANUFACTURE

400
401
402

499

Restriction on manufacture (general)
Captive production agrecment
Restriction on manufacture and sales of
competing products

her restriction on manufacturc

ANY_OTHER RESTRICTIONS

500

NOT SPECIFIED

600

dny other restriction

Not, specified. —'

s
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