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Executive Summary 

Liberalisation in the cement market was meant to remove the major obstacles arising from state 

interventions in terms of price and import controls that were preventing private operators to compete 

for extra volume or independently set their price.  It was also meant to remove entry barriers for new 

firms while allowing existing ones to innovate, invest and expand.  End users were expected to benefit 

from competitive prices, wider choice in terms of different grades of cement and improved quality 

resulting from product and process innovation. 

The decision of liberalising the cement market followed a cabinet of Ministers’ decision in April 2011.  

The timing of this decision coincided with the completion of the first study of the market for cement in 

Mauritius by the Competition Commission (CCM). While the CCM welcomed the decision of the 

government, it expressed concerns with regard to the pace of the liberalisation process.  The CCM 

rather recommended a more gradual approach by removing the restrictions on imports in the first 

stance and liberalising price following new entry.  

This new study of the market for cement in Mauritius has been motivated in view of the significant 

increase (around 21%) in the price of cement over a period of less than a year following the 

liberalisation of the market and the lack of market development in terms of entry, expansion and 

innovation.  For instance, the various grades of cement other than the Ordinary Portland Cement 42.5 

(CEM I) are yet to be commercialised in the market by the existing cement operators and the effective 

operation of new entrants in the market is still awaited. 

The purpose of this new study is to review the current conditions of competition in the cement market 

following its liberalisation and to come up with recommendations to address any competition issues 

identified.     

Our assessment of the conditions of competition in the local cement market reveals that demand 

revolves around 650,000 metric tonnes a year.  The existing two cement operators have more than the 

required capacity to meet the local demand.  The business model of a potential new entrant, Binani 

Cement (Mauritius) Ltd, is based on the export market.   

The blending projects of the two incumbents for producing blended cement seem to be materialising in 

the near future.  Operators suggest that the cost difference between the CEM I and the blended cement 

will be marginal.  As such, the price difference between the two products is not expected to be 

significant. From the incumbents’ perspective, the blended cement will be a more ecological product 

and more suited for small scale private construction projects.         

A potential barrier to entry seems to be arising from the current environmental regulatory framework.  

A project can be significantly delayed due to the lengthy time involved in dealing with an appeal against 

the granting of the EIA licence for the undertaking.  In fact, the Binani project has been delayed for more 

than a year for this reason.  In Mauritius, the Environment Appeal Tribunal is not a permanent body and 

sittings are done on an ad-hoc basis.  This can result in high risks and costs for potential investors due to 
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the lengthy time involved in receiving the appeal judgement and the resulting delays in project 

implementation.  Government has expressed its intention to establish a permanent tribunal for 

environmental matters.  Pending this, a potential barrier to entry arising from the regulatory framework 

relates to the uncertainties in obtaining an EIA licence. 

Regarding the effectiveness of the current pricing mechanism, our preliminary assessment reveals that 

though prices do not seem to be excessively higher when compared to the cost of imports, the inherent 

risk of prices being artificially inflated is high in this concentrated market. Recent price increases reflect 

cost increases.  

Currently, the world economy is facing economic downturns.  World demand is lower while growth in 

China and India has slowed down.  Europe is facing an economic recession.  The price of crude oil is 

going down.  The price of cement should have been lower given that fuel represents a significant share 

of the total cost of production.  However, this is not reflected in the domestic market.  There is no 

international benchmark to compare local prices and the costs of production for vertically integrated 

firms are opaque.  If new entry does not transpire, the possibility of re-introducing some form of price 

control may be considered.  However, it should be noted that if operators have the means of 

manipulating import prices upstream, a mark-up may not be effective. 
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1. Introduction 

1.1 Greater reliance on market forces is intended to create an environment conducive for existing 

firms to innovate and expand, new entry to occur, and consumers to benefit from wider range of 

products at competitive prices.  The liberalisation of the cement market in Mauritius, effective as from 

1st July 2011, was meant to achieve these benefits through increased rivalry among competing firms. 

1.2 On 6th April 2012, the Executive Director of the CCM launched a new study of the market for 

cement in Mauritius.   The study was conducted by virtue of section 30 of the Competition Act of 2007 

(the Act) which mandates the Executive Director of the CCM to, inter alia, keep the operation of markets 

in Mauritius and the conditions of competition in those markets under constant review. 

1.3 This new study is a follow up of CCM’s previous cement market study completed in April 2011.  

In the first study, the Executive Director concluded that liberalisation of the cement market would be 

beneficial in improving the conditions of competition in the market.  However, the CCM suggested for a 

gradual approach by considering the option of liberalising import volume in the first stance while 

keeping price controls until new entry occurs.       

Purpose of the study 

1.4 The purpose of this study is to review the conditions of the cement market following its 

liberalisation in July 2011.  The objective is to identify potential restrictions on competition and, if any, 

to suggest options for making the market more competitive.  Various issues related to new entry, new 

products, permits, port facilities, standards, transportation options, pricing and international cost of the 

product are looked at in this study.   

1.5 For the purpose of this study, the CCM has held discussions with various stakeholders in the 

cement industry, including the two cement operators: Holcim (Mauritius) Ltd (“Holcim”)  and Lafarge 

(Mauritius) Ltd (“Lafarge”), the Ministry of Industry, Commerce and Consumer Protection (“MoIC”), the 

Ministry of Environment and Sustainable Development (“MoE”), the State Trading Corporation (“STC”), 

the Mauritius Ports Authority (“MPA”) and the Mauritius Standard Bureau (“MSB”).  

Report Structure 

1.6 Chapter 2 of the report provides an overview of the market for cement in Mauritius, including 

the product characteristics, market shares and supply chain.  Chapter 3 discusses competition issues 

arising in the new set up with price and import restrictions waived.     

1.7 Chapter 4 provides an assessment of the competition issues identified in the earlier chapter.  

Next is Chapter 5 which summarises the report and sets out the recommendations. 

1.8 Finally, Chapter 6 indicates the various steps from now onwards. 
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1.9 This report was drafted by the Executive Director of the CCM and his staff, and is not a 

publication by the Commission itself.  The Commission will decide whether to endorse the report.  
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2. Overview of the cement market 

Introduction 

2.1 Annual demand for cement in Mauritius revolves around 650,000 metric tonnes per year.   Use 

of cement for residential projects accounts for the bulk (more than 80%) of the total cement 

consumption in Mauritius.  The remaining share of the cement consumption is for the construction of 

public buildings, hotels and infrastructure, and commercial and industrial buildings.  Ordinary Portland 

Cement 42.5 (CEM I) is as of now the only type of cement imported and distributed in Mauritius.  It is 

multi-purpose cement: for instance, with regards to the construction of houses or other residential 

buildings, the product is used, inter alia, for reinforcement of the structure, flooring and plastering 

purposes.  

2.2 Prior to 1 July 2011, the price and volume of cement imported into the country were subject to 

government control.  Price of the 50 kg bag cement was fixed by the government, based on the 

international tender price at which the State Trading Corporation (“STC”), a state-owned enterprise, was 

importing 50% of the country’s requirement for cement.  The remaining 50% was imported by the two 

cement operators, namely Holcim and Lafarge in more or less equal shares.  

2.3 The role of the STC in the cement market was to purchase 50% of the country’s annual 

requirement for cement on the basis of international open tenders and to obtain a competitive price for 

the purpose of fixing the price of bagged cement.  Once STC’s cement consignments reached Port Louis, 

these were sold to Holcim and/or Lafarge.   

2.4 In the upstream importation market, STC had a share of 50% of the market while Lafarge and 

Holcim had each around 25% market share.  The market shares for Lafarge and Holcim in the 

downstream wholesale market (bag and bulk) were estimated to be around 55% and 45% respectively.    

2.5 When the liberalisation of the market was under consideration, major structural changes in the 

industry were expected.  The entry of Binani Cement (Mauritius) Ltd and potentially of Star Cement Ltd 

(a consortium of the Emirates Trade Agency, Dubai Group and Mauritius Chemical and Fertilizers Ltd – 

MCFI) were in the limelight.  Existing operators had announced their plans for the setting up cement 

blending stations with a view to supplying the market with new types of cement other than CEM I.  

Increased rivalry in this market was expected to benefit end users in terms of competitive prices. 

Current Market Conditions 

2.6 The conditions of the market for cement in Mauritius have not evolved much in terms of the 

market structure, product characteristics, market shares and the supply chain in the post liberalisation 

period.  The two main changes are that price determination for bagged cement has been left to market 

forces and the STC no longer imports cement.  
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Industry overview and characteristics   

2.7 Empirical works and studies of the cement industries globally denote that the cement industry is 

traditionally highly concentrated with limited rivalry.  This is primarily due to the high fixed costs in this 

industry giving rise to an environment which favours the emergence of an oligopolistic market structure 

in many different countries.  

2.8 The Mauritian cement industry is not an exception.  Following liberalisation of the market, the 

STC has stopped importing cement.  This has given rise to an even more concentrated market with solely 

Lafarge and Holcim importing and distributing cement in the Mauritian market.  The estimated market 

shares of these firms are: Lafarge – 55% and Holcim 45%, as it was prior to the liberalisation. 

The product 

2.9 Technically, cement can be defined as a hydraulic binder, i.e. a finely grounded inorganic 

material which, when mixed forms a paste which sets and hardens by means of hydration reactions and 

processes and which after hardening, retains its strength and stability even under  water. 

2.10 Cement is a special commodity given its importance for the construction industry and its lack of 

substitutes.  The manufacturing and importation of cement also requires special attention with regard 

to environmental impact.   

2.11 The manufacturing and importation of cement involve high fixed costs in terms of setting up of 

cement factories or import terminals and purchasing equipment.  Cement differs from other 

commodities in terms of transport, storage, packing and distribution.  The manufacturing of cement is a 

highly polluting activity and therefore is increasingly subject to environmental regulations and standards 

worldwide. 

2.12 Cement is an essential commodity for the construction industry and is used for commercial and 

industrial buildings, hotels and infrastructures, houses and residential constructions. One important 

characteristic of this product is its lack of substitutes. There is no effective substitute to cement 

generally.  Less cement can be used in construction projects but it cannot be effectively substituted by 

another product.  Different types of cement exist but each type has specific application.  Therefore the 

threat of substitutes in the cement industry tends to be low. 

2.13 In Mauritius, the most used cement currently is Ordinary Portland Cement Grade 42.5N which is 

described as an “all-rounder” cement as it has a wide range of possible applications.  According to 

European and Mauritian standards, this type of Portland cement is denoted as CEM I.  The cement is not 

produced domestically. Lafarge and Holcim import bulk cement-and distribute the product in bulk or in 

bag (50kg bags) under the brand names “Baobab” and “Kolos”, respectively.  

 

 



[MS002 - Preliminary Report]   9 
 

[Public Document]– COMPETITION COMMISSION OF MAURITIUS 

Price  

2.14 Prior to the liberalisation, the State was intervening into the cement market by fixing prices of 

bagged cement and setting import quotas for the two cement operators.  The STC imported 50% of 

cement consumed in Mauritius after launching an international tender and purchasing the product from 

the bidder which quoted the lowest price. Following the liberalisation in 2011, the determination of 

bagged cement prices in Mauritius has been left to market forces.  Lafarge and Holcim decide freely 

about the pricing strategies to adopt for the bagged cement distributed by their respective companies.  

It may be noted that the bulk market for cement was not subject to price control but, prior to 

liberalisation, was constrained by the 50Kg bag price. 

2.15 Since July 2011, Lafarge Mauritius and Holcim Mauritius have both increased the prices of their 

products in two occasions.  The price of a 50kg cement bag prior to the liberalisation was MUR 162.80. 

Lafarge first increased its price to MUR 175 on 15th August 2011 and subsequently to MUR 195 on 2nd 

April 2012.  On the other hand, Holcim increased the price of a 50kg cement bag to MUR 172.50 on 1st 

November 2011 and to MUR 198.35 on 1st February 2012. 

Supply and distribution 

2.16 In terms of supply logistics, the market has not changed.  The total cement storage capacity at 

the port area is around 95,500 tonnes; Lafarge Mauritius has 9 concrete silos with a total store capacity 

of 35,500 tonnes of cement and Holcim Mauritius has 2 flat silos with a storage capacity of 40,000 

tonnes and 20,000 tonnes of cement each. 

2.17 Bulk cement is imported by the two companies and stocked in their respective storage facilities. 

Around 40% of the cement imported is sold in bulk while the rest is packed by Lafarge and Holcim and 

commercialised under their respective brand names, Baobab and Kolos. Bulk cement is mainly 

demanded by construction and concrete manufacturing companies. Bagged cement is demanded for 

small and medium scale construction works such as residential projects. Lafarge and Holcim act as 

wholesalers and supply bagged cement to hardware stores which are responsible for retail distribution.    
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3. Competition issues in the sector 

Introduction  

3.1 This chapter provides an overview of the effects of liberalisation of the cement market from a 

competition perspective. The immediate consequences of the liberalisation were: (i) the STC is no longer 

importing cement, (ii) the price of bagged cement is not fixed by government for the island of Mauritius; 

and (iii) the restriction on import volume was removed.   

3.2 A major objective of liberalising the market for cement was to facilitate new entry and/or 

expansion in the highly concentrated market.  New entry brings more competition, implying increased 

rivalry between cement operators and benefits end users in terms of price and product innovation.   

3.3 This chapter highlights the potential competition issues arising in the fully liberalised cement 

market. 

Entry and Expansion 

3.4  Prior to the liberalisation, the major obstacle for entry and expansion was deemed to be arising 

from state intervention through three interlinked mechanisms: (i) price controls on bagged cement; (ii) 

imports of cement by the State Trading Corporation (STC); and (iii) import quotas.  These were deemed 

to be deterring new entry by creating uncertainties about which part of the market is contestable.  

Furthermore, under this framework, it was determined that existing cement operators had little 

incentives to expand their activities further. 

3.5 The removal of state control in the cement market was generally expected to facilitate new 

entry and expansion in the cement market.   One of the potential new entrants, Binani Cement Ltd, 

which has been issued with an Environmental Impact Assessment (EIA) licence for the manufacturing of 

cement, has still not started operating due to appeals being lodged in the Environment Appeal Tribunal 

by the two cement operators and by some NGOs following the issuance of an EIA licence to Binani 

Cement Ltd. These parties gradually removed their appeals against the project. Lafarge was the last to 

withdraw its case after receiving additional information from the defendant that the project of clinker 

grinding would be in line with international standards in July 2012.  

3.6 Another potential new entrant, Star Cement (Mauritius) Ltd, is still at the conception stage of its 

project.   

3.7 A local construction company is contemplating to import cement in bulk.  The group has 

submitted a project proposal to MPA in this regard with a view to lease storage space within the port 

area.  

3.8 Regarding expansion, the two incumbents, Holcim and Lafarge, have announced their plans for 

setting up of cement blending plants to offer new types of cement.  Holcim has been issued with the EIA 

licence for the proposed undertaking and has already started with the construction of the new plant.  
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However, Lafarge has still not been issued with its EIA permit.    In accordance with the Environment 

Protection Act (“EPA”) 2002, a party needs to obtain a written evidence of the permission of the owner 

of the land on which the undertaking is to be executed when applying for an EIA licence.  In this case, 

Lafarge is currently negotiating with the MPA to obtain its clearance as the cement blending plan will be 

situated on land leased from the MPA in the port area. 

3.9 Entry and expansion do not seem to be occurring at an accelerated pace despite the market 

being liberalised.   

Regulatory framework 

3.10 In Mauritius, import permits1 and export permits2 are required for the importation and 

exportation of cement.  According to the Ministry of Industry, Commerce and Consumer Protection, 

import and export permits have been maintained following the liberalization process for control 

purposes and data collection for statistical purposes.  The import and export permits are conditional 

upon compliance with safety and quality norms, which is a normal practice given the nature of the 

product.  Therefore, it is not likely that this impedes the entry of new firms in Mauritius. 

3.11 In accordance with the Environmental Protection Act 2002, the manufacturing and packing of 

cement is an undertaking requiring an EIA licence. Therefore any new entrant planning to manufacture 

or import and pack bulk cement in Mauritius would need to file an EIA report.  The same would apply to 

an existing operator planning, for instance, to establish a new cement plant3.  The cement industry is 

usually classified as a polluting industry.  It is therefore essential for undertakings in the cement industry 

to undertake an environmental impact assessment and to propose abatement measures.  However, if 

the procedures for applying and obtaining an EIA licence are not clear or too complex, this may restrain 

entry or expansion in the cement industry. 

Standards 

3.12 Due to the nature of the product and its uses, it is necessary to have some form of control over 

the quality of cement for safety reasons.  In the domestic context, the Mauritian Standard, MS36-1: 

2006 defines the composition, specifications and conformity criteria for different types of cement.  The 

Mauritian Standard is based on the European Standard, EN 197-1:2000 which defines and provides the 

specifications of 27 distinct common cement products and their constituents. 

3.13 It is important for a country to have well defined standards for cement.  However, in some 

countries, standards may be too restrictive in the sense that they impose constraints on the import or 

                                                           
1
 The Consumer Protection (Control of Import ) Regulations 1999 

 
2
 The Consumer Protection (Export Control) Regulations 2000 

3
 The same procedure for obtaining an EIA licence would apply for a cement plant to be located within or outside 

the port area.  The EIA report would have to take into consideration the possible environmental implications and 
propose mitigating measures regarding environmental risks. 
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manufacture of different types of cement.  They may adversely affect the ability of firms to launch new 

products or diversify their range of products.  

Fixed Cost 

3.14 Entering and operating in the cement market involve high fixed costs and investment in terms of 

the cement plant and equipment.  The importation and distribution of cement is a capital intensive 

activity and involve highly technical processes.  This explains why cement markets around the world are 

usually dominated by a few multinationals that have sufficient funds to cover the high fixed costs and 

invest in plants, equipment and technology.  

Minimum Efficient Scale 

3.15 Different stakeholders in the cement market state that annual demand for cement in Mauritius 

has reached or is reaching a peak.  This may constitute a potential barrier to entry as any new players in 

the market would need to operate at certain minimum scale to cover their investment.  Another 

implication is that new entrants would have to compete in order to capture a share of the market 

already being supplied by the two existing firms. 

Knowledge 

3.16 In view of the nature of the product and the characteristics of the cement market, any potential 

new entrant should have a certain expertise to operate in the cement industry. Cement manufacturing 

involves complex and technical processes.  For the Mauritian market, it seems unlikely that even large 

domestic companies are able to enter the cement market without finding a partner already operating in 

the cement market.  

Infrastructure 

3.17  As noted earlier, the import activities and cement manufacturing projects are concentrated in 

the port area.  New entry or expansion is likely to result in an increased use of the port infrastructure.  It 

may imply the construction of cement plants or the setting up of additional import terminals.  New 

projects in the cement industry may involve the importation of more cement or clinker and other 

materials necessary to the manufacturing of cement.  This is likely to augment the traffic in the port area 

as more vessels are used.  The resources of the port area are not unlimited and may be taken up in 

other activities besides the manufacturing or importation of cement.  Therefore, at some point, the level 

of infrastructure may limit entry or expansion in the cement market. 

Pricing 

3.18 One expected benefit of the liberalisation of the cement market was to make the market more 

contestable. This would imply that existing operators would be faced with the threat of new entry.  

Theoretically, existing operators in a contestable market have incentives to lower prices to deter new 

entry.  The following section looks at the domestic trend of the price of cement bags. 
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3.19 The price of a 50kg cement bag prior to the liberalisation was MUR 162.80.  Lafarge has 

increased the price to MUR 175 on 15th August 2011 and to MUR 195 on 02nd April 2012.  Holcim 

Mauritius increased the price of a 50kg cement bag to MUR 172.50 on 01st November 2011 and to MUR 

198.35 on 01st February 2012.  From May 2011 to May 2012, the price of a 50kg cement bag has 

increased on average by about 21%.  

3.20 While the magnitude of the increase in prices is likely to affect consumers, the changes in prices 

since the liberalisation of the cement market may cause customers to perceive the price of cement as 

being volatile.  A possible reason for this perception is that under the pricing mechanism, the price of 

cement were being adjusted once or twice a year while following the liberalisation, some consumers 

may perceive the price of cement of having changed on four occasions if they consider the two brands 

being sold in Mauritius (Kolos and Baobab).  This perceived uncertainty may be a source of concern for 

consumers engaging in small and medium construction projects like the construction of houses or 

corner shops. 

3.21 From a competition perspective, the increase in prices may imply that the existing operators do 

not perceive any credible threats of entry in the cement market and have no incentives to lower prices. 

However, from a wider perspective, it is likely that there are other significant determinants of cement 

prices which must be taken into consideration.   

Innovation 

3.22 The liberalisation of the cement market was expected to give more incentives to existing cement 

operators to innovate.  As the STC no longer intervenes in this market and there are no import quotas, 

the existing players can innovate in order to be more competitive and capture a greater market share. 

Innovation may also enable existing players to face credible threats of entry. 

3.23 There are two types of innovation; process innovation and product innovation.  Through 

product innovation, an enterprise may develop and launch new products or ensure product 

differentiation by enhancing existing products.  Process innovation involves improvement in production 

and/or distribution methods.  This may enable a firm to achieve greater efficiency and offer a better 

service. 

 Product innovation 

3.24 Existing operators in the Mauritian cement industry have plans to produce other types of 

cement domestically following the construction of their cement blending factories.  This would mainly 

involve the blending of cement with an additive.  Possible additives may include materials such as 

limestone, fly-ash or slag among others.  These types of cement are categorised as being Portland-

composite cement. 

3.25 The most used cement in Mauritius is Ordinary Portland Cement Grade 42.5N categorised as 

CEM I as per the Mauritian and European Standards.  Cement operators in Mauritius may decide to 
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import or manufacture any of the 27 types of cement specified under the Mauritian Standard, MS36-1: 

2006. 

3.26 Ordinary Portland Cement Grade 42.5N has a wide range of applications but the 

commercialisation of different varieties may be very beneficial for cement users.  Some specialised types 

of cement have different properties that ordinary Portland cement and are more suited for some 

specific applications.  During the course of this study, an attempt was made to find out about any new 

products that existing operators were planning to commercialise in the domestic market.  

3.27 As per its EIA report, Holcim is about to start a cement blending project, which consists of mixing  

fly-ash obtained from one of the Independent Power Producers (IPPs) in Mauritius with the cement 

currently being imported in Mauritius (Type CEM I 42.5). Finished products will consist of 320,000 

tonnes of blended cement of various grades (CEM II Grades 22.5, 32.5 and 42.5).   

3.28 IPPs in Mauritius operate sugar mills and generate electricity by burning coal and bagasse, a by-

product of sugarcane. The fly-ash from sugar mills contains a high proportion of un-burnt hydrocarbons 

(from burning bagasse and coal).   To this effect, it has been proposed for the extra carbon in the fly-ash 

to be burnt.   The range of fly-ash suitable for concrete is defined in the standards BS EN 450-1:2005.   

3.29 To kick start its blending project, Holcim has proposed to import fly-ash to conduct the first 

industrial tests and to prepare the market for the new products. This importation will be a preliminary 

exercise in view of the cost and the authorisation needed from concerned authorities. 

3.30 Holcim has also proposed to use other additives, such as ground granulated blast furnace slag 

for special works such as the Bagatelle Dam or the Harbour.  The product would have many advantages 

for masons and customers.  Slag cement is whiter and has a better workability than ordinary cement.  It 

is easier to apply paint on it.    By using slag, it is possible to reduce the cement content in CEM I and 

therefore obtain a more ecological product.   According to Holcim, CEM II cement will eventually take 

over CEM I cement. Lafarge also expressed his intentions to produce Portland-composite cement. 

 

Process Innovation 

3.31 In addition to cement blending projects, both existing cement operators are moving towards the 

use of automatic palletisers in their activities.  A palletiser is a machine which provides automatic means 

for stacking cases of goods or products on to a pallet.  This initiative will make unloading and loading 

much easier since it is an automatic process.  It is also a cleaner process with lower dust emission and 

also puts less stress on bags.  It may also enable warehousing resources to be used more efficiently and 

save time on deliveries by reducing lead time.  

http://en.wikipedia.org/wiki/Pallet
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4. Assessment of the Competition Issues  

Introduction 

4.1 Market liberalisation entails an increased reliance on the market forces of demand and supply 

and less state intervention.  It is usually expected that the liberalisation process results in more 

efficiency and effectiveness in the market with potential benefits for consumers in terms of lower prices, 

wider choice and better quality of products.  

4.2 This is made possible through the greater participation of private entities in the liberalised 

market.  The liberalisation of the cement market in Mauritius had similar objectives.  It was hoped that 

the full liberalisation of the market would prompt new entry or expansion in the cement industry and 

that the ensuing competition among cement operators would then benefit customers and the economy 

at large.  

4.3 However, in the course of this market study no or little evidence has been found of new entry, 

greater variety of products or lower prices.  In fact, as noted in Chapter 3, there have been no new 

entrants and expansion in the cement sector has been limited following the liberalisation.  Also, the 

existing players have not launched any new products as of now but have rather increased their prices.  

This situation may be viewed as a matter of concern from a competition policy perspective.  This may 

imply that significant barriers to entry or obstacles to competition exist in the cement market following 

its liberalisation.  For instance, the market may not be contestable enough and existing operators do not 

perceive any credible threats of entry, giving them little incentives to lower prices or innovate.  

However, it may also be possible that price increases are driven by cost factors while new entry or 

expansion may be facing economic, regulatory or other barriers.  

4.4 The present chapter has two objectives; firstly, it identifies and assesses the most likely barriers 

to entry or obstacles to competition in the cement market in the Mauritian context and secondly, it 

examines possible constraints on price and introduction of new products.    

Barriers to Entry and Expansion 

4.5 The following section surveys the most likely barriers to entry and obstacles to competition that 

exist in the liberalised cement market. 

Regulatory framework  

4.6 Following the liberalisation, import controls in terms of volume restrictions have phased out but 

import and export permits are still required for safety and quality compliance and data collection.  These 

permits are not likely to constitute a barrier to entry or expansion.  

4.7 Another significant aspect of the regulatory framework for the cement industry in Mauritius is 

the manufacturing and packing of cement.  Such an undertaking requires an EIA licence.  A business 

entering the cement market or an existing cement operator planning to expand has to submit an EIA 
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report which details the potential environmental, social and economic consequences of the proposed 

activity.  On the basis of the EIA report, the relevant authorities decide whether to approve the project 

and if so, under what conditions. 

4.8 In accordance with the Environment Protection Act 2002 (“EPA 2002”), the decision of 

approving an EIA licence on certain terms and conditions or reject the application lies with the Minister 

of Environment and Sustainable Development.  However, an appeal may be lodged against the decision 

of the Minister in the Environmental Appeal Tribunal.  Furthermore, the decision of the Environmental 

Appeal Tribunal can be contested by making an appeal in the Supreme Court, as per Section 57 of the 

EPA 2002.  

4.9 This market study in no way seeks to undermine the importance of conducting EIAs for cement 

related undertakings or contest the right of parties to make an appeal against decisions of the approving 

authority or judgements of the Environmental Appeal Tribunal.  However, it must be noted that certain 

aspects of the regulatory framework for obtaining an EIA licence or making an appeal may constitute 

potential barriers to entry.  There appears to be a need to define guidelines for the preparation of EIA 

reports for cement-related undertakings.  This is because each undertaking differs in their 

environmental consequences.  Undertakings in the cement sector are highly technical in nature and 

potentially highly polluting if appropriate measures are not taken.  

4.10 If a potential new entrant or an existing cement operator with an expansion project has not well 

prepared its EIA report, the project is not likely to be approved.  Even if the Minister of Environment and 

Sustainable Development approves the issue of an EIA licence under certain terms and conditions, a 

competitor has incentives to appeal against the decision in the Environmental Appeal Tribunal 

(“Tribunal”).  It is to be noted that the Tribunal may require considerable time to reach a conclusion.  For 

instance, Binani Cement Ltd which had obtained an EIA licence in 2010 but has still not started operating 

due to appeals against the EIA license decision in the Tribunal. 

4.11 Delays and uncertainty are usually harmful to all businesses and more specifically for cement 

projects which involve considerable investment.  The uncertainty arising from the EIA process therefore 

potentially constitutes a barrier to entry in the Mauritian context.  As mentioned earlier, the present 

market study does not seek in any way to undermine the importance of conducting Environmental 

Impact Assessments for undertakings in the cement industry.  The responsibility of submitting a strong 

EIA report lies with the proponent of a project.  Defining specific guidelines for the preparation of EIA 

reports for cement-related undertakings could make the process considerably quicker and more 

predictable.  With regards to appeals against the issuance of EIA licences, it is noted that the 

Environmental Appeal Tribunal will be established in Mauritius as the Environmental and Land Use 

Appeal Tribunal under the Environmental and Land Use Appeal Tribunal Act 2012.  This recent 

development may be expected to reduce the delays and uncertainties in the regulatory framework.  
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Market size 

4.12 The annual consumption is about 650,000 to 700,000 tonnes in the domestic market.  According 

to various stakeholders in the cement market, the domestic demand for cement has reached its peak.  In 

Mauritius, private consumption4 represents the bulk of cement consumption.  Infrastructure 

consumption of cement has been described as low.  The construction sector has slowed down as there 

are fewer prospects for building new hotels, integrated resorts and shopping malls.  In turn, this 

dampens the demand for cement.  

4.13 The size of the domestic market restrains competition.  As noted earlier, it may reasonably be 

assumed that there is a minimum viable scale for operating in the cement sector given the huge initial 

investment requirement for cement. 

4.14  The Minimum Viable Scale (MVS) determines the extent to which scale is a barrier of entry in 

this market.  A potential new entrant would normally need to achieve a minimum level of sales in order 

to earn a sufficient rate of return on its invested capital.  This is known as the MVS. 

4.15 Entry is more likely to occur given a low MVS.  This is because new entrants will have to capture 

a lower proportion of the market demand from the incumbents in order to cover their investment and 

lower their risks of sunk costs.  A higher MVS will usually imply that a new entrant needs to achieve a 

relatively high sales level in the industry and therefore has to compete more intensively with existing 

operators to capture a larger share of the market.  

4.16 For the purpose of this study, an attempt is made to determine the MVS of a potential new 

entrant in the Mauritian cement industry under current market conditions.  The approach used in this 

study aims at establishing the minimum quantity of cement an entrant would need to sell to earn a 

sufficient rate of return on its investment at a certain price, other things being held constant.  

4.17 The following is an example for a hypothetical entrant planning to invest MUR 500m to enter 

the cement market:  

 

 

 

 

 

 

 

                                                           
4
 This refers to the use of cement for other purposes than for public infrastructure.  
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Table 1 Approach for estimating MVS for Hypothetical Entrant 

Example Amount Notes 

Proposed 

investment 
MUR 500,000,000 

Companies such as Binani Cement and Star Cement have 

announced their plans to invest about $15m to $18m. 

Rate of return  10% 
The entrant will then recover initial investment over a period of 10 

years 

Annual return MUR 50,000,000  

Price of 1 tonne 

of cement 
MUR 3,500 

The average price of a 50Kg cement bag was about MUR 175 from 

May 11 to May 2012 

Average cost of 

1 tonne of 

cement 

MUR 2,300 

The average CIF for 50 kg cement from 1
st

 quarter of 2011 to 1
st

 

quarter of 2012 is approx. MUR 100.  With a mark-up of 15%, the 

average cost is MUR 115 for 50kg and MUR 2,300 for a tonne 

Profit per tonne 

of cement 
MUR 1,200 

Calculated as the difference between the price of 1 tonne of 

cement and average cost of 1 tonne of cement. 

MVS 41,667 tonnes 
This implies that a new entrant must capture at least 6.4% of the 

cement market. 

 
4.18 The above is a hypothetical example.  The average profit per tonne of cement is calculated and 

used to establish the quantity of cement to be sold by a potential new entrant in order to achieve a rate 

of return of 10% on investment.  With regards to the size of investment, if the firm wants to achieve a 

higher rate of return, it will have to capture a larger share of the market.  It is also implied that the lower 

the price or profit, the larger will be the market share that a new entrant would have to capture to enter 

the market.  The same would apply if average cost per tonne of cement increases. 

4.19 In order to use this approach to estimate MVS, accurate information about the costs, prices, 

profits and expected return on investment must be gathered. 

4.20 The MVS indicates the minimum market share that a potential new entrant must capture in 

order to earn a sufficient return on investment.  The larger the MVS, the most likely the incumbent 

would have incentives to resist entry.  Furthermore, in order to penetrate and capture a share of the 

cement market, a potential entrant has to devise appropriate marketing and distribution strategies. 

There are several factors which should be taken into account.  

4.21 For instance, the extent of business to business (B2B) transactions must be taken into account. 

In the first cement market study, it was estimated that 40% of cement is distributed in bulk and the 

remaining 60% in bags.  Bagged cement is mainly used by private individuals, job contractors and small 

construction companies while bulk cement is used by larger construction companies and concrete 
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manufacturers.  The cement distributors do not usually deal directly with end users but with the 

contractors, construction companies, concrete manufacturers and hardware shops.  In essence, 

therefore, cement operators deal mainly with other businesses.  A potential entrant may therefore need 

to form B2B relationships and develop a strong customer network in order to penetrate and capture a 

share of the Mauritian cement market. 

4.22 A potential obstacle in the bulk cement market is the extent of forward vertical integration of 

existing operators with concrete manufacturing companies.  The previous market study mentioned that 

Gamma with its own ready mix concrete plant held 49% shares in Holcim Mauritius and that Lafarge 

Mauritius had controlling interest in another ready mix concrete provider, Premix.  Gamma and Premix 

are large consumers in the bulk cement market.  The situation may be perceived as a potential barrier to 

entry by new entrants given that this segment of the market may not be contestable.  Moreover, similar 

vertically integrated relationships may exist between other enterprises in the construction industry 

which may favour continuing B2B transactions with existing cement operators and hence acts as 

constraint to potential entrants 

4.23 The size of the cement market is therefore likely to be a barrier to entry and expansion.  Our 

assessment is that demand in the local market is likely to remain around 650,000 tonnes.  This may vary 

depending on the introduction of new large projects or general economic conditions. The incumbents 

may also find it difficult to expand or introduce new types of cement.  This may potentially be a 

constraint to new entrants who would have to compete on existing demand.  Moreover, potential new 

entrants may also be constrained by the existing well-established B2B transaction network. 

Freights and other costs 

4.24 Entering the cement industry entails high fixed costs.  However, in the Mauritian context, there 

are also some significant operating costs to take into account.  Importing cement by sea involves freight 

and insurance costs.  The freight costs fluctuate with fuel prices while piracy in the Indian Ocean may 

have caused insurance costs to increase.  It should be also taken into account that equipment used by 

cement operators must also be brought by sea and is not produced locally.  

4.25 According to existing cement operators, the port fees and other administrative fees in Mauritius 

are reasonable.  However, they underline that energy costs are significantly higher than in other 

countries.  

4.26 Operating costs such as freight and energy costs may to some extent be considered as a barrier 

of entry if entrants are affected by them more than incumbents.  However, freight and energy costs are 

determined by exogenous factors over which neither the incumbents nor the potential new entrants 

have control.  Given the nature of product and the lack of substitutes, increases in such costs are likely 

passed on to the end users.    
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Prices  

4.27 The price of bagged cement is no longer fixed by government. The existing cement operators 

are free to set their own prices.  The issue is how competitive are the prices of the incumbents.   A 

benchmark is needed to assess the competitiveness of the local price of cement.  Cost or price 

information on the cement market is not easily available.  Previously, the international tender price at 

which STC was buying cement provided a benchmark.   

4.28 The evolution of prices for 50 kg bagged cement in the local market and the average Cost 

Insurance Freight (CIF) for the importation of 50 kg of cement for the period April 2011 to June 2012 are 

illustrated below: 

 

 

4.29 Both Lafarge and Holcim have increased their prices for the 50 kg bagged cement twice since 

July 2011.  The timing is instructed below:   
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 Lafarge Cement Mauritius Holcim Mauritius 

Price increases Date MUR Date MUR 

Pre-liberalisation Jun-11 162.80 Jun-11 162.80 

1st increase Aug-11 175.00 Nov-11 172.50 

2nd increase Apr-12 195.00 Feb-12 198.35 

 

4.30 It is important to identify the reasons for these increases.  From a competition policy 

perspective, a highly concentrated market may provide an ideal setup for price collusion.  However, 

price increases could also be resulting from cost increases.  Production cost statistics are not available to 

evaluate the increase in the price of cement in the local market.  From statistics publicly available, the 

average increase for the CIF for 50 kg of cement for the existing cement operators for the period June 

2011 – June 2012 is around 28%.  Compared to the average retail price increase of 21% for the same 

period, the price increase appears well-founded.  However, both existing cement operators purchase 

cement from their respective upstream companies.  As such, it is difficult to know the extent to which 

these cost would differ from those obtained from a competitive tendering process. 

4.31 There are other economics factors which may justify the price increases after the liberalisation 

period.  A tender for cement launched by the STC after the liberalisation to test the market had found 

the prices of cement internationally to be rising.  In fact, a general overview of the situation in Asian 

cement manufacturing countries may help to some extent in identifying some reasons for the price 

increases.   

4.32 From a potential new entrant’s perspective, the increase in the price of cement may encourage 

entry.  If the price set by existing operators are artificially higher, this would allow the new entrants to 

compete by setting lower prices and thus capture part of the market.   

Availability of additives locally and in the region 

4.33 Mauritius is a cement importing country.  However, existing and potential new entrants have 

expressed a strong interest in manufacturing specialised types of cements for the domestic market.  

These are usually categorised as Portland-composite cement.  This involves blending additives such as 

limestone, fly-ash or slag with traditional constituents of cement such as clinker.  

4.34 Clinker is not available in Mauritius or in the region.  There is also limited availability of additives 

in the region.  Local cement manufacturers would need to import clinker. 

4.35 Also cement manufacturers should ascertain that the quality additives selected for the 

manufacturing of cement should conform to the Mauritian Standard.  For instance, it has been 

determined that a local additive, fly-ash, cannot currently be used in cement manufacturing due to its 
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high carbon content. The importing of fly ash or slag depend largely on their availability and costs in the 

global market. In 2006, the global quantities of fly ash and slag were estimated to around 500 and 300 

million metric tonnes respectively while the global cement production was greater than 2 billion tonnes. 

Regional and local availability of additives vary. A high cost of importing these materials may negate 

much of the cost-reducing aspect of blended cement. 

 

Export markets 

4.36 If Mauritius could be used as a base to export cement in the region, then the size of the 

domestic market would be less likely to act as barrier to entry or expansion.  Potential new entrants and 

existing cement operators could then theoretically supply a larger market.  Currently, the existing 

cement operators appear to be concentrating only in the domestic market.  As a multinational, Lafarge 

Cement ltd is already present in the region and Holcim (Mauritius) Ltd exports bagged cement in small 

quantities to Madagascar.  On the other hand, Binani Cement Ltd has planned to produce 1,000,000 

tonnes in Mauritius to supply the local and regional markets. 

4.37 It is therefore important for players in the market for cement to determine if there is an export 

market for cement manufactured in Mauritius.  It appears that the regional market is mainly of the 

islands in the region i.e. Madagascar, Reunion island, Seychelles, Comoros and Mayotte.  It is vital to 

understand the characteristics of the export market.  The islands differ in terms of market size, demand, 

ports infrastructure and fees and standards.  For instance, Madagascar has an estimated market size of 

300,000 tonnes.  The country has small ports and thus imports cement in small volumes.  Mayotte 

imports mostly bulk cement with a minor part of its requirement  in 2 tonnes bags.  Reunion Island uses 

French Standards.  

4.38 Therefore, in order to export in the domestic market, it is important to understand the 

characteristics of the cement market of the different islands.  Otherwise, it may prove difficult for 

manufacturers to penetrate this market.  Furthermore, a matter of concern is whether businesses 

importing raw materials in Mauritius in order to manufacture and export cement will be more 

competitive than exporters in Asian cement manufacturing countries like India and Pakistan.   

Innovation Constraints 

4.39 One expected benefit of the liberalisation of the cement industry was innovation.  The lack of 

innovation in a liberalised market may possibly be due to the fact that existing operators may have little 

incentive to compete against each other and perceive no credible threats of entry.  As a result, the firms 

have little incentive to engage in process or product innovation. 

4.40 In the context of Mauritius, demand for cement may limit the extent to which innovation takes 

place in the cement industry.  Various stakeholders suggest that the demand for cement has reached a 

peak.  As such, existing cement operators may have little incentive to invest and innovate.  
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4.41 The present study examined whether niche markets for specialised cements exist in Mauritius. 

Some applications in construction require specific types of cement.  Up to now, consumers have been 

able to substitute Ordinary Portland cement commercialised by the existing cement operators for these 

cements, to some extent.  Companies in the construction sector and other customers have imported the 

specialised cements in small quantities.  The demand for specialised types of cement may not be high 

enough for existing operators to produce a wide range of cement products.  

4.42 Up until now, the companies have planned to produce “blended cement”.  Holcim has 

announced its plans to start producing CEM II and CEM III cement.  Lafarge has the intention of having a 

range of products which includes CEM I, CEM II, white cement and masonry cement. Lafarge has 

highlighted that the existence of “administrative constraints”. As per the operator, Lafarge has sought 

the authorisation of the MPA and the MOE to produce blended cement but the request is still under 

consideration.  

4.43 Industry players stated that domestically and internationally, there is a trend for construction 

projects to be more ecological.  This implies that construction works are expected to involve less 

cementation materials such as cement or concrete.  There are pressures for the cement industry to be 

more ecological. Therefore it is likely that the cement operators would have to innovate to produce a 

more ecological product or use more ecological processes.  There are already signs that the operators in 

the Mauritian cement industry are taking such initiatives. 

4.44 The level of demand of cement and the low growth in this sector act as constraint on 

innovation. The demand for new types of cement is low given that the CEM I currently commercialized 

in the market has a wide range of applications and therefore explains to some extent the lack of new 

types of cement in the market. The recent and expected innovations in the sector seem to be more 

motivated by a desire to meet international best practices rather than being the result of market forces 

and the liberalization of the market for cement. Existing incumbents may not have significant incentives 

to innovate until they face competition as a result of new entry in the cement market.  

Importation of Bagged Cement 

4.45  Direct importation of cement in either small (25kg or 50 kg) bags or big (1 tonne) bags is an 

option available to interested parties, especially the larger construction companies and concrete 

manufacturers.   However, the mode of importation for bagged cement differs from that of bulk cement.  

Bagged cement is normally imported in container ships and higher freight costs are associated with such 

types of vessels compared to the dry bulk carriers used to import cement in bulk.    However, there are 

other conditions that may offset the higher freight costs and make direct importation of bagged cement 

attractive.  For instance, importation of bagged cement in containers does not require huge investment 

and sunk costs in terms of equipment and storage facilities.  In addition, import permits are easier to 

obtain since the liberalisation and apparently no EIA license is required given that manufacturing and/or 

packing of cement is not done locally. 
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4.46 The option of direct importation of cement of bagged by cement users acts as a competitive 

constraint on the existing and future bulk cement importers.  At this stage, we understand that the 

barriers to entry in terms of import restrictions and sunk costs are also low.   We will consult the various 

stakeholders about the viability of this option.  If this option is viable, any attempt to artificially raise 

prices by the bulk cement operators significantly above competitive levels may prompt some end users 

to switch to the option of direct importation of bagged cement.     
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5. Conclusion and recommendations 

5.1 The present study has highlighted the existence of potential intrinsic and regulatory barriers to 

entry in the cement market.  This market was fully liberalized in July 2011.  A period of only one year is 

too short to fully assess the impact of the liberalization process in this market and to make an in-depth 

analysis of any remaining obstacles to competition in the post-liberalization period. 

5.2 Entering the cement market requires a significant investment (about USD 15-18m) and 

extensive knowhow about this sector.  It also involves submitting an EIA report which details the 

environmental, economic and social impacts of any proposed undertaking in the cement sector and 

waiting to obtain the EIA licence.  Therefore, a new entrant may potentially spend more than one year 

preparing its entry in the Mauritian cement sector. 

5.3 There are new developments to be expected in the cement sector.  Lafarge has recently 

removed its appeal in the Environmental Appeal Tribunal against the project of Binani Cement Ltd.  The 

Government of Mauritius also has plans for the Environmental Appeal Tribunal to be established 

permanently.  These new developments are likely to ultimately benefit competition in the cement 

market. 

5.4 Prices of bagged cement have increased in the domestic market. Operators in a highly 

concentrated market may have incentives to indulge in price collusion.  However, at this stage, there are 

no reasonable grounds to suspect that the domestic cement operators have been indulging in such 

behaviour and that the prevailing prices are not being determined by market forces. In fact, the CIF of 

cement has increased by a greater percentage than the retail price of bagged cement. 

5.5 In view of the above, the CCM will continue monitoring the cement market for any behaviour 

which may constitute a breach of the Competition Act.  Also, in the event that new entrants find that 

existing cement operators are creating any barrier to entry, they are advised to submit a complaint to 

the CCM.  If no new entry occurs within a reasonable period of time, it may be worth re-introducing a 

scheme of price regulation.  

5.6 The high degree of concentration and lack of international benchmarking in this industry makes 

the market less transparent in pricing.  

5.7 We recommend that the Commission maintain the cement market under close monitoring in 

the future with a view to establishing effective competition.  
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6. The way forward 

6.1 The findings and opinions expressed in this report are those of the Executive Director of the 

CCM and not necessarily those of the Commissioners.  The CCM will be consulting the various 

stakeholders on this draft report.  The final report will be reviewed in light of the comments/views 

received. 

6.2 The final report of the study will be sent to the Commission (i.e. Commissioners).  Pursuant to 

section 19 of the Act, the Commission may advise the Minister on any action taken or to be taken by the 

State or any public body that may affect competition in the supply of goods and services.  In this case, 

the Commission may use this power to make recommendations to the Minister on how to address the 

competition issues in the cement market. 

6.3 Prior to making any such recommendations to the Government, the Commission may consult 

the various stakeholders about their views on the report and more generally on competition in the 

cement market.  It is expected that these consultations will take place through open hearings. 

6.4 Following the consultation process, the Commission will submit its recommendations, if any, to 

the Government.  Alternatively, if considerable new information has been obtained during the course of 

hearings, the Commission could request a revised version of this report. 

6.5 Written comments on this report are welcome.   
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