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Multi-firm cartels: Collusive tendering in furniture removal markets in SA 

Mohlahlego Cornelia Matumba 

F 
irms engaging in a cartel are attempting to increase 

their joint profits through an agreement to suppress 

competition among themselves. The harmful effects 

of cartels are related to the number of firms involved, the 

size of the affected market, and the durability of the cartel.
1 

Cartelist often agree on the strategy for pricing, supply to the 

market or market allocation and they face the critical chal-

lenge of coordinating the behaviour of all cartel participants 

around the agreed strategy. This includes monitoring the 

behaviour of cartel participants to identify and prevent defec-

tions from these collusive strategies and preventing entry or 

expansion by non-cartel firms.
2
 Overcoming these challeng-

es is easier in some industries than others. Where there are 

only a few firms involved, collusion is easier to sustain both 

by simplifying the coordination issues and by increasing 

firms’ gains from collusion. However, in a case where there 

are many firms involved the likelihood of coordination is diffi-

cult, and the arrangement may be more difficult to maintain.
3 
 

The Competition Commission of South Africa (CCSA) inves-

tigated 69 firms involved in collusive tendering in the furni-

ture removal industry.
4
 The cartel was found to have operat-

ed from 2007 to 2014. The Commission referred the case to 

the Competition Tribunal in June 2015 as a violation of sec-

tions 4(1)b(i), (ii) and  (iii) of the Competition Act. The investi-

gation found that each of these firms (including, for example, 

Stanley’s Removals CC, Langs Removals, J & H Furniture, 

JH Retief and Cape Express) was involved in multiple in-

stances of collusive tendering. The companies were found to 

have colluded on furniture removal tenders issued by various 

government departments and private sector clients through 

exchanging cover prices. Cover pricing is essentially when a 

bidder submits a price with the aim of not winning the con-

tract they are bidding for. This price is a price that would 

have been agreed upon between two or more bidders such 

that a particular bidder wins the contract. A cover pricing 

arrangement includes at least one of the following: 

 A competitor agrees that they will submit a bid that is 

higher than the bid of the designated winner; 

 A competitor agrees to submit a bid that is known to be 

too high to be accepted; or 

 A competitor submits a bid that contains special terms 

and conditions that are known to be unacceptable to the 

customer.
5
 

Stanley’s Removals and Cape Express were involved in ten 

separate instances of collusive tendering.
6
 For example, dur-

ing November 2008, Stanley’s Removals and Cape Express 

concluded an agreement on cover prices in respect of a ten-

der issued by the University of Zululand for the removal of 

furniture which was awarded to Stanley’s Removals. Similar-

ly, the two firms exchanged cover prices in respect of a ten-

der issued by the Department of Health to transport furniture 

to Middleburg Provincial Hospital, which was also awarded 

to Stanley’s Removals. The bids rigged also involved ten-

ders issued by Eskom, South African National Defense 

Force, Transnet and Alastair.  

The Commission has taken a decision to invite companies 

involved in the cartel to engage in settlement of these con-

traventions prior to the referral to the Competition Tribunal 

for adjudication. The invitation gives the furniture removal 

firms an opportunity to settle and pay a lenient penalty which 

was set at 4% of their annual turnover for the financial year 

ended December 2013.
10

  

The conduct took place throughout South Africa, involving 

numerous firms in each geographic area. The success of the 

arrangement is surprising given the high number of firms 

involved. Cartel arrangements are found to be most suc-

cessful where there are fewer firms involved. This is be-

cause firms involved in a cartel have to develop internal 

mechanisms to ensure that collusive arrangements are sta-

ble. Such mechanisms mainly relate to selecting and coordi-

nating the behaviour of all cartel participants on mutually 

consistent collusive strategies, monitoring the behavior of 

cartel participants to detect and prevent defections, and pre-

venting entry by non-cartel firms. It is easier to coordinate in 

a highly concentrated market because cartelists are able to 

simplify the coordinating issues and increase the firms’ gains 

from collusion.
7 
 

Similar cases involving a high number of firms include the 

Commission’s investigation in 2013 of firms in the construc-

tion industry. A total of 21 construction firms responded to 

the fast track settlement process which uncovered bid rig-

ging in over 300 instances.
8
 In 2009, the Commission 

reached settlements with 28 cycling retailers and wholesal-

ers for conduct which was found to be in violation of section 

4(1)(b)(i) of the Act, in that they agreed directly or indirectly 

to fix prices.
9  

Arrangements of this nature, which are widespread and in-

volve a large number of firms raise some interesting ques-

tions in terms of the cartel literature. It is significant in the 

cases referred to above that the arrangements involved ele-

ments of bid rigging. This means that although multiple firms 

are involved in different agreements at different stages, only 

a subset of the firms appear to be involved in rigging the bids 

for each tender or contract. Coordination featuring a large 

number of firms would be less sustainable in a market where 

there was a single product (contract) across several geo-

graphic areas throughout the country, unless it were possible 
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to coordinate around a single market price guideline or trad-

ing condition through a common body such as an industry 

association. In bid rigging cases, each tender or contract is 

effectively a market on its own although firms may coordinate 

over time and around multiple different projects in the same 

sector.  

The collusion on furniture removals tenders related to various 

government department and private sector clients. Cartels 

harm consumers and have a negative effect on economic 

efficiency. A successful cartel raises prices above competi-

tive levels and reduces output.  Collusive tendering destroys 

the basis of competitive bidding and is harmful to the public 

as it usually distorts markets for procurement.
11

 Governments 

devote a large share of expenditure to public procurement 

and in the presence of these arrangements cannot be sure 

that they are getting good value for money, which has be-

come a significant area of concern for competition enforce-

ment as in the cases above.  
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