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‘[Abstract]

The Measurement of Direct Buyer's Damage Due to a Cartel
in Intermediate Goods Industry Focusing
on the Wheat Flour Cartel Case

Jong Chae Jung - Jae Hyuk Chang

This paper deals with a cartel case in the wheat flour market of South Korea focusing on
the damage caused by the cartel on bakery companies, The judges defined bakery
companies total damage as the increased production cost of bakery companies due to the
cartel. The judges did not deduct the amount of cost that bakery companies passed onto its
customers, Instead, they reflected such amount in their damage calculation by limiting the
wheat companies’ liability,

The main problem of the court decision on this case is that the damage of bakery
companies is, precisely speaking. their reduced profit not the increased cost used by the
judges. However, the increased cost of bakery companies after deducting the amount they
passed on to their customers come very close to the amount of their reduced profit,

Considering the econometric complexity of performing general equilibrium analyses, one
could argue that the court reached a reasonable conclusion. However, it would have been
ideal if the court defined the bakery companies damage as the reduced profit and then used
the increased cost as a proxy, acknowledging the difficulty of directly measuring the reduced

profit,

Keywords: definition of damage, reduced profit of the direct buyer, the limitations in using

econometric methods in cartel cases



