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Price-Fixing Investigations Sweep Chemical Industry

Prosecutors’ Use of Amnesty
For Some Whistle-Blowers
Helps Widen Scope of Probes

By Joun R WiLKR

& twi-vear-old price-fixing prols el
began in an obscure cornet of the chemi:
cal industey has snowhalled (nloe A series
af international investipations Wvolving
industry giants such as Dow Chemical
Co., DuPond Co, and Bayer A,

Thie widening web of cases drose foom
AgErEsEive use by prosecutors of am-
nesty grants for whistle-hlowers, which
has rivals competing o be frst o report
wrongdoing and avold eriminal penal-
ties. 11,8, and European investigators cur-
rently are leoking into alleged conspira-
rigs fo-lbe prices in a halfdozen chemi-
eals used in plasties, rubber and syn-
‘thetic materials in theltls,, Cagada, Eu-
rope and Japan. The commodities are
used i industeies from Automobiles fo
furniture and fiooring.

At least four prand-jury investiza-
tiong stemming from the investigations
currently ara under way in. San-Fran-
cisco, Among the latest markets uncer
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the antitrust chisf, sald in an interview
that the Crompton plea “is the first of
more (o come,” dug in large part 1o the
amnesty program, "It encourages viola-
tors to furn on eqch ofher,” he said,

sbeh ripple effects have been seen in
other industries as well, In an amnesty
dealin January, 4 company based in Nor-
way thit was targeded for possible price:
Tixing in adhesive labels told 1.8 and
European prosecutors of an alleged con-
spiracy in the larger murket (o maga-
aine paper. A half«dozen global paper
mikers were raided simultaneonsly last
[ manth by .5, and Butopean antitrist
enfireers as parl of § continuing nvesti-
gratinn.

Progecutors have embraced amnesty
as an antitrust ol over the last decade,
and sinee 1947 it has resulted in seores of
convietlons and more than 52 gmillion in
fines, according to the Justice Départ-
o omend. Lust month, Congress passed legis-

geruting are A widely osed plastic, uee
thane, and 4 synthetic rubber known w5
neaprene, lavwyvers close to the case qaid,

In pursuing the alleped conspiracies,
LLE. and Exropesn proseoutors are show
Ing that geanting amnesty from criminal
charpes o the Tirst company G blow e
whislle on i conspiracy can be a potent
weapdn  against ceartels.  Companies
sranted amnesty can gscape hge fines
and sometimes avoid jail time for execu-
lives.

So far, the inguiry has vesulted in one
puilty plea and a $50 million fine for
UniRoyal and itsparent, Crompton Corp.,
of Middlebury, Conn., in the case thatini.
Hallyspurred the investigations. Tna plea
apreemenl anneuneedin April, Cromplon
acknowledzed conspiving with others tear-
tifierally hoost prices of chemicals usad to
make rubber, a4 51 billion annual market,
between 1995 and 2004 1t Had been fin-
gered forillegal conduct by-arival that had
gone to Lhe Justice Department.

Those inftial charges, toogh, are now
viewed as “jist the tip of the icebers™ as
U5, and Ewopean investigators turn
their-attention to other companies and
new markets, & defense lawyear close 10
the investigations said last week, Cramp-
ton branght other allegations of price-fix-
ng to the attentlon of 118, and Boropesn

investipators, gaining eriminal immumity
in those markets, lawyers close to these
cases sait, Othereompanies followed st
racing to be first to report more alleged
price-fixing in exchange for lenient treat-
et oramnesly,

Censequently, e original rubber-
chemicals investipation: that begin lwo
venrsago hasled o new lederal investigd-
tinns in the markets for widely used plas-
tics, plastic additives and synthetie rub-
bers, with broad indusirial uses and com-
bined sales’ of hillions of dollars o vear
ivil sults alleping overcharges ore pond-
ing in L3, courts in San Franciseo, PlEs-
burgh, New York and Hartford, Conn.,
raming mosl major chemical miakers,

Cromplon and Bayer have disclosed
that they hove applied for amnesty in
eormection with the invesdgations. Dow
and DuPpnl have disclosed that they are
cooperating with fedeeal officials and
hie filed setflement papers in the fgeo-
prene case. Oiher companies that -have
been pamed in some eivil Tawsdits, in-
vluding: Exxon Mohil Coip., apparently
aren’'t a focus of the LS, ingoiry. liw-
yers close o the case-said;

Justice Department officials wouldn't

| gtve details of thelr continuing chemical-

industry investigiations. But Hewitt Pate,
Flepse Turn -to Page-A6, Colimy 4

fation making ammesly even more alirac
e, The bill boosts fines and jail time
for corporale pricefixing, bul it spares
compnies the threal of triple damages
i civil suits 0F they have won amnesty
from the government {n related eriminal
cases. The Justice Department: said it
alst hias made the amnesty PIOZERTL
more effective by adding so-called Am-
nesty-plus incentives for companies that
bring new conspiraeies (o light —and pen.
uHE,'-i:Ill'is. radsing fines for those thal do
nat.

[ncreasingly, the race for amnesty
amung members of unraveling cartels:
is becoming a global phenomenon, In o
recenl speech in Brussels, the Justice
Department’s Mr. Pate praised the En-
ropean Hoion's own expanded amnesty
programy, which he said "has led fo a
surge tn parallel amnesty applications
to both the [U.8. and BU) and resulted
n seores of convictHons: hundreds of
millions of dollars (n fines, and ... the

Probes

dismantling of numerous international
cartels that preyed an business and con-
sumers in Burope, the 118, and around
the world."

The largest single carlel case so far
wis the 1008 prosecution of a global vita-
min eartel. After criminal price-fixing
charges were filed, companies paid
nearly 51 billion in federal fines and $1
billion in Burepean fines.

Inevitably, governmenl charges are
accompanied by civil lawsuits filed by
victimized companies offen seeking huge
damage awards, which can be tripled un-
der 115, antitrust law, Fven eompanies
that have been granted amnesty from
federal criminal prosecution might be
sugd By privite parties. In the vitamin
cartel case, for instance, companies
ended up paying an additional $2 billion
to settle civil soits,

Iy the chemical indhstry, & number of
civil suits alveady hive been filed by L=
¥ers seeking class-action glatis.on behalf

. Oibig corporate buyers of industrial com-

pounds, even befare the governmen files
eriminal charges, which aren't likely he-

T fore late this vear. The latest was filed

last monthin INE, District Court in Wash-
Ingron, +1_1[L_*g1.|1g thatl exeeutives of o Dow-
DuFont joinl venture met secretly with

| ‘Blobal rivals to fix prices and carve up

sales of neaprene, which is widely used
In electronics and automobiles,
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~In the neoprene investigation, Bayer
alrpady had won the tace for amnesty

‘rom the Justice Department, shiglding

the company fram criminal charges and
fines. But in the parallel civil suit, Dow
and Dulbant heat Bayer fry the punet,
peaching agreenient with yayryers for the
companies that were avercharged. They
are providing pyidence apainst others.
By being fivst to conperale in the elvil
case, Dow and DuRont ape likely to avold
paying triple damages, ke other oot

‘gpirators who Iy e v ins Ao reeent

securilies filings, the two disclosed the
jnlnt_venmfe would take a 5150 millian
charge to cover civil gettlemnents and an-
tizipated criminal fines. Under terms of
an agreement, puPont took the chargs in
its first quarter.

Now pending before 4 federal judge i
Washingtomn, the Dowr-DuPont settipment
would pay’ purchasers i neqm'meﬁﬁ

Tiilion, representing alleged  aver-

chayges between 199 and 2003, Other
embers of the alleged congpiracy could
face tripled damages of more han 5100
Toilkie.

sipee one parly gol aprmesty, these:
other cases Hegan falling .lik@_dﬁnﬂnuas,"
anid o defense lawyer close L the federal
ipvpstipations. Tndeed, because of the
powerful inicentive of amnesly, alleged
conspicalors are qn_;icltly'tumii}g- on ek
other onee price-ixingis gposed, plain:
fiffs” lawyers say. :

sThere’s no honer among. thieves,”
caid Michael Hausfeld, 1 Washinglon law--
ver whose firm is leading several of the
privite clags-etion Jwsuits on hehalt of
ompanies that: say {hey were over
pharged for nenpnenﬁ.-'a'ﬂ - pther chemi-
cils; K

Prmeautm'ﬁ_:ss.id {he best informas
tion om how i@ COnAMrReY funekiens
pames from lormer members who are
sopking nmmesty. 10 {he investigation ol
price fixing in the market for the Syl
{hetic rubher knowil ds EPDM, i $Lb
willion annugl market, agents have beel
given detills G0 frutividuil mietings,
ponails and internal deeuments chart-
ing how the afleped conspirators kept

manufachiring plasnts closed and coordi-

nifed price increases dn what they
palled the "3 sone,” meaning (he (fF
and Canada,

Officials also were plven evidente
that conspitalors kepl plants al two-
thivds capacity even as they pushed
throngh price inereases based ot tight
supply, peaple close ta the investigation
said.
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