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Statement of Concerns 
Executive Summary   

 
1. On 01 June 2018, the Philippine Competition Commission (“Commission”), through the 

Mergers and Acquisitions Office (“MAO”), was notified of the proposed acquisition of 
Universal Robina Corporation (“URC”) of the milling and refining assets of Central Azucarera 
Don Pedro, Inc. (“CADPI” and together with URC, the “Parties”)  and the land owned by Roxas 
Holdings, Inc. (“Roxas Holdings”) located at Brgy. Lumbangan, Nasugbu, Batangas 
(hereinafter, the “Transaction”), on which the milling and refining assets are situated. 
 

a. URC is a subsidiary of JG Summit Holdings, Inc. It is engaged in a wide range of food-
related businesses, including the production of packed foods and beverages, sugar, 
agro-industrial products, and bioethanol. URC, through its Sugar Division, operates six 
(6) sugar cane mills: URC – Passi in Iloilo, URC – Tolong and URC – Ursumco both in 
Negros Oriental, URC –Sonedco in Negros Occidental, URC – Carsumco in Cagayan, 
and URC – Balayan in Batangas. Three (3) of these sugar cane mills are integrated with 
sugar refining facilities.1 URC’s Sugar Division produces raw sugar, refined sugar, and 
molasses for supply to its other business segments, subsidiaries, and third parties. 

 
b. Roxas Holdings is the ultimate parent entity of CADPI, that has an integrated sugar 

cane milling and refining plant in Nasugbu, Batangas, and is likewise engaged in the 
trading of raw and refined sugar, and molasses. 

 
2. The MAO assessed the competitive effects of the Transaction within the relevant market. A 

relevant market is one that could be subject to an exercise of market power that would likely 
result in significant harm to competition. For this Transaction, the MAO identified the 
following relevant markets: 
 

a. Provision of sugar cane milling services in the provinces of Batangas, Cavite, Laguna, 
and Quezon;  

b. Nationwide trading of raw sugar to industrial users and traders;  
c. Provision of tolling or refining raw sugar in Luzon and Visayas;  
d. Nationwide trading of refined sugar to industrial users and traders; and 
e. Nationwide trading of molasses.   

 
3. During Phase I Review of the Transaction, the MAO identified competition concerns and 

informed the Parties of the need for a more comprehensive and detailed analysis of the 
Transaction under a Phase II Review. The Notice to Proceed to Phase II Review and Request 
for Additional Documents and Information were sent to and received by the Parties on 07 
August 2018.  
 

                                                           
1 The following are URC’s integrated sugar cane mills and refinery facilities: URC – Carsumco, URC – Ursumco, 
and URC – Sonedco. 
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4. On 30 October 2018, the MAO issued its Statement of Concerns finding that the Transaction 
will likely result in substantial lessening of competition in the market for provision of sugar 
cane milling services in the provinces of Batangas, Cavite, Laguna, and Quezon based on the 
following grounds:  

 
a. The Transaction is a merger-to-monopoly and will eliminate the only competitor of 

URC in the relevant market; 
b. The Transaction will create market power for URC and will allow it to unilaterally 

reduce the planter’s share in the planter-miller sharing agreement, the theoretical 
recovery rates quoted to planters, and the incentives provided to planters; 

c. Potential substitution outside of the relevant market, to other sugar mills outside 
Batangas or other revenue-generating activities, is not sufficient to constrain URC 
from exercising market power; and  

d. Barriers to entry are high and the possibility of a new entrant seem remote and, if at 
all possible, may not be immediate to constrain URC from exercising market power 
post-Transaction. 
 

5. However, the MAO also found that the Parties will not likely have the ability nor incentive to 
substantially prevent, lessen, or restrict competition in the following markets: 

 
a. Nationwide trading of raw sugar to industrial users and traders;  
b. Provision of tolling or refining raw sugar in Luzon and Visayas;  
c. Nationwide trading of refined sugar to industrial users and traders; and 
d. Nationwide trading of molasses. 

 
6. In assessing the competitive effects of the Transaction, the MAO used the Parties’ 

submissions, data from third parties, and surveys and interviews conducted by the said office, 
to examine the change in market shares and concentration, the effect of the Transaction on 
competition in the relevant market, and the potential substitution outside of the relevant 
market as a response to the change in competitive conditions.  
 

7. The MAO analyzed the effect of the Transaction on competition in the relevant market by 
observing the planter-miller sharing agreements, quoted recovery rates, and incentives 
provided to planters.     

 
a. The planter-miller sharing agreement determines the amount of raw sugar allocated 

to planters and millers. The sharing agreement followed per mill is negotiated by 
planters and millers and settled through a written contract. In the absence of such an 
agreement, the default will be the sharing ratio provided in Republic Act No. 809, 
which could range from 60-70% for the planter and 30-40% for the miller, depending 
on the actual production.  

 
b. The sugar recovery rate is a measure of how much raw sugar is derived from sugar 

cane. There are two (2) kinds of recovery rates: (a) theoretical or quoted recovery 
rate, and (b) actual recovery rate. The MAO, however, focused its analysis on quoted 
recovery rates considering that it is the quoted recovery rate that eventually becomes 
the basis for the amount of raw sugar provided to planters.  
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c. Planters’ incentives range from monetary incentives (such as trucking subsidies, early 
and late milling incentives, and green cane incentives), and non-monetary incentives 
such as hauling services. Similar to the sharing agreement, incentives are negotiated 
between planters and millers at the beginning of a crop season. Incentives may be 
used as a means of competing for cane supply when the sharing agreement ratios and 
recovery rates of mills are almost at par.   

 
8. The MAO found that URC-Balayan and CADPI, as the only sugar cane mills operating and 

competing in the provinces of Batangas, Cavite, Laguna, and Quezon, rely heavily on each 
other’s behavior and choices in making operational decisions. URC-Balayan and CADPI 
compete based on the adjustments that they make in the planter-miller sharing agreements, 
sugar recovery rates, and incentives. Thus, pre-Transaction, planters can leverage in their 
negotiations with a miller through the presence of the other miller.        
 

9. Post-Transaction, however, the review indicated that the resulting removal of the only 
competitive constraint on URC-Balayan will affect the observed dynamics of sharing 
agreements, to the detriment of the planters.  

 
10. Likewise, the elimination of CADPI as URC’s competitor will give URC the ability and the 

incentive to reduce the amount or eliminate some of the incentives currently being enjoyed 
by sugar cane planters, as a way of reducing costs.   

 
11. Further, considering that there is a lack of transparency in how sugar recovery rates are 

computed by millers, and that it is in the interest of the millers to decrease the quoted 
recovery rates given to planters in order to not forego its share of the final output, in the 
absence of a competitor, there is no more incentive for URC to ensure the accuracy and 
competitiveness of the quoted recovery rates.  

 
12. In merger-to-monopoly cases, other competitive constraints, such as the ease of entry or exit, 

may be considered to assess the likelihood that the merged firm will be precluded from 
exercising its market power. The MAO analyzed the likelihood of planters shifting to outside 
market options (such as shifting to other alternative crops and revenue generating activities 
or to mills outside Batangas) and looked into the effect of this potential substitution on the 
Parties’ operations. Results of the MAO’s investigation, however, indicated that planters 
shifting to other crops or transferring to other mills outside Batangas is unrealistic, and will 
not likely be a real and immediate option for planters.  

 
13. Moreover, the MAO found that the possibility of entry of a sufficient competitor post-

Transaction, is remote given the high entry barrier to the industry. In fact, the MAO was unable 
to identify any potential entrant that is likely to compete with URC. And assuming that a 
potential competitor enters the market, the MAO found that such competitor is not likely to 
exert sufficient competitive pressure on URC.    

 
14. Finally, the MAO considered the vehement opposition of individual planters, planters’ 

associations, and local government units of several towns in Batangas to the Transaction, 
where they claimed that the loss of competition is detrimental to them. 

 
***  
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