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1. BACKGROUND

The Competition Commission ( "the Commission ") initiated a market inquiry into the grocery

retail sector in South Africa in terms of Chapter 4A of the Competition Act, No. 89 of 1998 (as

amended) ( "the Act ") because it had reason to believe that there are features of the sector

that prevent, distort or restrict competition.

The Commission gave notice in the Government Gazette' on 30 October 2015 announcing

the establishment of the Grocery Retail Market Inquiry ( "the Inquiry") in terms of Section

43B(2) of the Act. In terms of the Notice, the Inquiry was expected to be completed by 29 May

2017. On 26 May 2017, the Commission gave notice in the Government Gazettes amending

the timeline for completion of the Inquiry to 31 March 2018. The timeline for completion was

further extended to 28 September 2018 as published in the Government Gazette3 on 23 March

2018. Furthermore, on 26 September 2018, the Commission gave notice in the Government

Gazette4 to amend the timeline for the Inquiry to 30 September 2019. Another amendment to

the completion date of the Inquiry to 31 October 2019 was published in the Government

Gazettes on 27 September 2019. Lastly, an amendment to the completion date of the Inquiry

was published in the Government Gazettes on 31 October 2019, extending its completion to

29 November 2019.

2. COMPLETION OF THE MARKET INQUIRY

In terms of section 43B(6) of the Act, the Commission must complete a market inquiry by

publishing a report contemplated in section 43C, within the time set out in the terms of

reference contemplated in subsection (2). In addition, section 43C(1) of the Act requires that

the Commission must, upon completion of a market inquiry, publish a report in the government

gazette.

The Inquiry published its final findings and recommendations on 25 November 2019. A

summary of the report is contained below, and a non -confidential version of the report is

published on the Commission's website, at http: / /www.compcom.co.za /retail- market -inquiry/.

i Gazette No. 39347
2 Gazette No. 40860
3 Gazette No.41512
4 Gazette No. 41932
6 Gazette No. 42730
6 Gazette No. 42817
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e 

re
gu

la
to

ry
la

nd
sc

ap
e.

M
ar

ke
t s

tr
uc

tu
re

 a
nd

 th
e 

In
qu

iry
's

 s
co

pe
 o

f a
na

ly
si

s

9.
B

y 
w

ay
 o

f c
on

te
xt

, t
he

 g
ro

ce
ry

 r
et

ai
l s

ec
to

r
is

 c
ha

ra
ct

er
is

ed
 b

y 
lo

w
 le

ve
ls

 o
f e

co
no

m
ic

re
gu

la
tio

n
an

d
op

en
ne

ss
of

m
ar

ke
ts

.
T

he
 o

pe
nn

es
s 

of
 th
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 m
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t o
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te
na

nt
s)

 to
ok

 a
dv

an
ta

ge
of

 th
is

 r
eq

ui
re

m
en

t b
y 

re
qu

iri
ng

 e
xc

lu
si

vi
ty

,
cl

ai
m

in
g

th
at

th
is

is
to

pr
ot

ec
t

th
ei

r
in

ve
st

m
en

t a
nd

co
m

pe
ns

at
e 

th
em

fo
r

ac
ce

pt
in

g 
th

e 
ris

k 
of

 p
ay

in
g 

re
nt

 fo
r 

te
n

ye
ar

s,
 ir

re
sp

ec
tiv

e 
of

 th
e 

su
cc

es
s 

of
 th

e 
m

al
l.

45
.

T
he

 In
qu

iry
 e

st
ab

lis
he

d 
th

at
th

er
e 

is
 a

 p
at

te
rn

of
 s

us
ta

in
ed

 u
se

 o
f l

on
g 

-t
er

m
 e

xc
lu

si
ve

 le
as

e

ag
re

em
en

ts
 b

y 
th

e 
na

tio
na

l s
up

er
m

ar
ke

t
ch

ai
ns

 in
 s

ho
pp

in
g 

ce
nt

re
s 

ac
ro

ss
 S

ou
th

A
fr

ic
a.

 T
he

 p
at

te
rn

of
 th

es
e

lo
ng

 -
te

rm
ex

cl
us

iv
e

le
as

e 
ag

re
em

en
ts

 a
pp

ea
rs

 to
ha

ve
 p

er
si

st
ed

 o
ve

r 
lo

ng
 p

er
io

ds
 w

ith
 th

e
in

iti
al

 le
as

e 
pe

rio
d 

be
in

g 
ge

ne
ra

lly
 1

0 
ye

ar
s.

W
he

n 
re

ga
rd

 is
 g

iv
en

 to
 th

e 
re

ne
w

al
 c

la
us

es
in

 th
es

e 
le

as
e 

ag
re

em
en

ts
, s

om
e 

of
 th

es
e

co
nt

ra
ct

s 
co

ul
d 

en
du

re
 fo

r 
at

 le
as

t 3
0 

ye
ar

s.

46
.

T
he

 In
qu

iry
 fi

nd
s 

th
at

 g
iv

en
 th

e 
hi

gh
 le

ve
ls

of
 c

on
ce

nt
ra

tio
n 

in
 th

e 
fo

rm
al

 r
et

ai
l c

ha
nn

el
,

pr
im

ar
ily

th
ro

ug
h

na
tio

na
l

su
pe

rm
ar

ke
t

ch
ai

ns
, t

he
 fo

re
cl

os
ur

e 
ef

fe
ct

s 
th

at
 a

ris
e 

as
a 

re
su

lt 
ar

e 
si

gn
ifi

ca
nt

. W
hi

ls
t t

he
 h

is
to

ric
fo

cu
s 

of
 th

e 
ef

fe
ct

 o
f e

xc
lu

si
ve

 le
as

es
 w

as
 o

n

co
m

pe
tit

io
n 

be
tw

ee
n 

th
e 

na
tio

na
l c

ha
in

s,
th

e 
In

qu
iry

 h
as

 fo
cu

se
d 

on
 th

e 
ef

fe
ct

 o
f s

uc
h

le
as

es
 o

n 
th

e 
en

tr
y 

an
d 

ex
pa

ns
io

n 
of

 s
m

al
le

r
ch

al
le

ng
er

 r
et

ai
l c

ha
in

s 
an

d 
in

de
pe

nd
en

t
st

or
es

, i
nc

lu
di

ng
 s

pe
ci

al
is

t
re

ta
ile

rs
. T

he
In

qu
iry

 h
as

 fo
un

d 
th

at
 e

xc
lu

si
ve

 le
as

es
 h

av
e

su
bs

ta
nt

ia
lly

 h
in

de
re

d 
th

e 
em

er
ge

nc
e 

of
ch

al
le

ng
er

 r
et

ai
l c

ha
in

s 
to

 th
e 

m
ai

n 
fo

ur
na

tio
na

l r
et

ai
le

rs
 a

nd
 h

as
 a

ls
o 

se
rv

ed
 to

pr
ev

en
t e

co
no

m
ic

 p
ar

tic
ip

at
io

n 
by

 s
m

al
l

in
de

pe
nd

en
t r

et
ai

le
rs

, i
nc

lu
di

ng
 s

pe
ci

al
is

t
re

ta
ile

rs
.
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47
.

T
he

 In
qu

iry
 e

st
ab

lis
he

d 
th

at
 th

e 
va

st
m

aj
or

ity
 o

f S
ho

pr
ite

 a
nd

 S
pa

r 
le

as
es

, a
nd

a 
m

aj
or

ity
 o

f P
ic

k 
n 

P
ay

 le
as

es
, c

on
ta

in
ex

cl
us

iv
ity

pr
ov

is
io

ns
W

oo
lw

or
th

s
le

as
es

 d
o 

no
t c

on
ta

in
 e

xp
lic

it 
ex

cl
us

iv
ity

pr
ov

is
io

ns
bu

t h
av

e
pr

ov
is

io
ns

 w
hi

ch
im

pa
ct

on
le

tti
ng

an
d

us
ag

e,
T

he
In

qu
iry

 fi
nd

s 
th

at
 c

la
us

es
 w

hi
ch

 s
im

pl
y

pr
ov

id
e 

a 
lim

ite
d 

ex
cl

us
io

n 
on

 th
e 

zo
ne

ar
ea

 a
ro

un
d 

th
e 

te
na

nt
in

re
sp

ec
t o

f
ce

rt
ai

n 
bu

si
ne

ss
es

 w
hi

ch
 p

os
e 

a 
ris

k 
of

un
de

rm
in

in
g 

th
e 

m
ai

nt
en

an
ce

 o
f h

ea
lth

an
d 

sa
fe

ty
 s

ta
nd

ar
ds

 o
f a

 te
na

nt
 a

re
 n

ot
ob

je
ct

io
na

bl
e.

 T
he

se
cl

au
se

s
do

no
t

re
st

ric
t t

he
 e

nt
ry

 o
f c

om
pe

tin
g 

riv
al

s 
in

sh
op

pi
ng

 c
en

tr
es

 n
or

 d
o 

th
ey

 d
ic

ta
te

w
he

re
 in

 th
e 

sh
op

pi
ng

 c
en

tr
e 

a 
riv

al
 te

na
nt

ca
n 

op
er

at
e 

th
ei

r 
bu

si
ne

ss
. H

ow
ev

er
, t

he
In

qu
iry

 is
 o

f t
he

 v
ie

w
 th

at
 th

es
e 

cl
au

se
s

m
us

t h
av

e 
an

 o
bj

ec
tiv

e 
ju

st
ifi

ca
tio

n 
an

d
m

us
t b

e
re

as
on

ab
ly

re
la

te
d

to
su

ch
ju

st
ifi

ca
tio

ns
.

48
.

A
 n

um
be

r 
of

 s
m

al
l i

nd
ep

en
de

nt
 r

et
ai

le
rs

an
d 

th
e

em
er

gi
ng

ch
al

le
ng

er
re

ta
ile

rs
pr

ov
id

ed
 e

vi
de

nc
e 

of
 th

ei
r

in
ab

ili
ty

 to
ac

ce
ss

 s
ho

pp
in

g 
ce

nt
re

s 
ac

ro
ss

 th
e 

co
un

tr
y

as
 a

 r
es

ul
t o

f t
he

 lo
ng

 -
te

rm
 e

xc
lu

si
ve

 le
as

e
ag

re
em

en
ts

.
P

ro
pe

rt
y

de
ve

lo
pe

rs
al

so
af

fir
m

ed
th

at
 th

es
e 

lo
ng

 -
te

rm
ex

cl
us

iv
e

le
as

e
ag

re
em

en
ts

pr
ev

en
t t

he
w

ou
ld

 -
be

 e
nt

ra
nt

s 
fr

om
 e

nt
er

in
g 

th
e 

sh
op

pi
ng

ce
nt

re
 e

nv
iro

nm
en

t i
n 

co
m

pe
tit

io
n 

w
ith

 th
e

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s.

49
.

M
uc

h 
ha

s 
be

en
 m

ad
e,

 b
y 

th
e 

na
tio

na
l

su
pe

rm
ar

ke
t c

ha
in

s,
 o

f t
he

 fa
ct

 th
at

 th
e

em
er

gi
ng

ch
al

le
ng

er
re

ta
ile

rs
or

sm
al

l
sp

ec
ia

lis
t s

to
re

s 
co

ul
d 

an
d 

ar
e 

ab
le

 to
gr

ow
 o

ut
si

de
of

 th
e 

sh
op

pi
ng

ce
nt

re
en

vi
ro

nm
en

t. 
T

he
 In

qu
iry

 a
ls

o 
es

ta
bl

is
he

d
th

at
 th

es
e 

em
er

gi
ng

 c
ha

lle
ng

er
 r

et
ai

le
rs

an
d 

in
de

pe
nd

en
t s

to
re

s 
ha

ve
 b

ee
n 

fo
rc

ed
to

 s
ee

k 
al

te
rn

at
iv

e 
av

en
ue

s 
in

or
de

r 
to

co
m

pe
te

in
th

e
gr

oc
er

y
re

ta
il

se
ct

or
.

T
he

 In
qu

iry
 fi

nd
s 

it 
co

nc
er

ni
ng

 th
at

 th
ei

r
gr

ow
th

 a
nd

 c
om

pe
tit

iv
e 

ab
ili

ty
 h

as
 b

ee
n

su
bs

ta
nt

ia
lly

 li
m

ite
d 

be
ca

us
e 

of
 e

xc
lu

si
on

fr
om

 th
e 

sh
op

pi
ng

m
al

ls
.

N
ot

ab
ly

, t
he

In
qu

iry
es

ta
bl

is
he

d
th

at
co

ns
um

er
s

ge
ne

ra
lly

 s
pe

nd
 a

 s
ig

ni
fic

an
t p

or
tio

n 
of

 th
ei

r
gr

oc
er

y 
ex

pe
nd

itu
re

 in
 s

ho
pp

in
g 

ce
nt

re
s

an
d 

th
at

 s
m

al
l a

nd
 in

de
pe

nd
en

t r
et

ai
le

rs
an

d 
th

e 
em

er
gi

ng
 c

ha
lle

ng
er

 r
et

ai
le

rs
 a

re
de

pr
iv

ed
 o

f t
hi

s 
cu

st
om

 a
s 

a 
re

su
lt 

of
 b

ei
ng

ex
cl

ud
ed

 fr
om

 s
ho

pp
in

g 
ce

nt
re

s.

50
.

T
he

 In
qu

iry
 is

 c
on

ce
rn

ed
 th

at
 th

e 
ob

se
rv

ed
pa

tte
rn

 o
f t

he
 u

se
 o

f l
on

g 
-t

er
m

 e
xc

lu
si

ve
le

as
e 

ag
re

em
en

ts
 s

er
ve

s 
to

 s
us

ta
in

 a
nd

en
tr

en
ch

in
cu

m
be

nc
y 

an
d 

th
e

cu
rr

en
t

le
ve

ls
 o

f c
on

ce
nt

ra
tio

n 
in

 th
e 

gr
oc

er
y 

re
ta

il
se

ct
or

.
In

 e
ss

en
ce

, t
he

 c
ur

re
nt

 e
xc

lu
si

ve
le

as
es

pr
ev

en
t

em
er

gi
ng

ch
ai

ns
fr

om
de

ve
lo

pi
ng

 to
 th

e 
po

in
t w

he
re

 th
ey

 c
an

su
ita

bl
y 

pl
ay

 th
e 

an
ch

or
 te

na
nt

 r
ol

e 
in

 n
ew

de
ve

lo
pm

en
ts

, w
hi

ch
 m

ea
ns

 th
at

 th
e 

sa
m

e
fo

ur
 r

et
ai

l c
ha

in
s 

ar
e 

th
e 

on
ly

 c
an

di
da

te
s,

th
er

eb
y

pe
rp

et
ua

tin
g

an
d

en
tr

en
ch

in
g

th
ei

r
cu

m
ul

at
iv

el
y

do
m

in
an

t
po

si
tio

n.
F

ur
th

er
m

or
e,

 g
iv

en
 th

e 
sl

ig
ht

ly
 d

iff
er

en
t

LS
M

 o
r 

co
ns

um
er

 ta
rg

et
in

g 
of

 th
es

e 
ch

ai
ns

,
th

er
e 

w
ou

ld
 ty

pi
ca

lly
 o

nl
y 

be
 a

 fe
w

 th
at

m
ig

ht
 b

e 
ap

pr
op

ria
te

 fo
r 

an
y 

si
ng

le
 n

ew
de

ve
lo

pm
en

t g
iv

en
lo

ca
tio

n 
an

d 
ta

rg
et

m
ar

ke
t.

51
.

T
he

 In
qu

iry
 fi

nd
s 

th
at

 th
e 

di
st

or
tio

n 
of

co
m

pe
tit

io
n

ar
is

in
g

fr
om

th
e

us
e

of
ex

cl
us

iv
e 

lo
ng

 -
te

rm
 le

as
e 

ag
re

em
en

ts
 a

re
al

so
 a

id
ed

 a
nd

 a
be

tte
d 

by
 th

e 
pr

es
en

ce
 o

f
us

ag
e 

cl
au

se
s 

st
ip

ul
at

in
g 

th
e 

pu
rp

os
e 

of
 th

e
sp

ac
e 

th
at

 is
 b

ei
ng

 le
as

ed
 a

nd
 li

m
ita

tio
ns

on
 th

e 
la

nd
lo

rd
's

 r
ig

ht
 o

f l
et

tin
g 

th
e 

re
nt

al
sp

ac
e.

 T
he

 In
qu

iry
 e

st
ab

lis
he

d 
th

at
 th

e
us

ag
e 

cl
au

se
s 

es
se

nt
ia

lly
 s

tip
ul

at
e 

no
t o

nl
y

cu
rr

en
t b

us
in

es
s 

ac
tiv

iti
es

 b
ut

 a
ls

o 
th

os
e

th
e

na
tio

na
l

su
pe

rm
ar

ke
t c

ha
in

s
co

ul
d

po
te

nt
ia

lly
 e

ng
ag

e 
in

 a
t t

he
 s

ho
pp

in
g 

ce
nt

re
in

 fu
tu

re
 s

uc
h 

as
 s

al
e 

an
d 

hi
re

 o
f v

id
eo

re
co

rd
er

s 
an

d 
ac

ce
ss

or
ie

s,
 e

le
ct

ro
ni

cs
 a

nd
co

m
m

un
ic

at
io

ns
.

52
.

T
he

 In
qu

iry
 fi

nd
s 

th
at

 th
is

 c
on

du
ct

 is
 a

ki
n

to
 th

e 
na

tio
na

l s
up

er
m

ar
ke

t c
ha

in
s 

ca
rv

in
g

ou
t p

ot
en

tia
l p

ro
du

ct
 m

ar
ke

ts
 th

at
 th

ey
 m

ay
w

is
h 

to
 e

nt
er

 in
 th

e 
fu

tu
re

 w
ith

ou
t e

xp
lic

itl
y

pr
oh

ib
iti

ng
pr

op
er

ty
de

ve
lo

pe
rs

fr
om

le
as

in
g 

ou
t r

en
ta

l s
pa

ce
 to

 s
up

pl
ie

rs
 o

f t
he

se
pa

rt
ic

ul
ar

 p
ro

du
ct

s.
 T

he
 In

qu
iry

 w
as

 p
ro

vi
de

d
w

ith
 e

vi
de

nc
e 

of
 in

st
an

ce
s 

w
he

re
 r

et
ai

le
rs

 in
th

es
e 

ca
rv

ed
 o

ut
 p

ot
en

tia
l p

ro
du

ct
 m

ar
ke

ts
w

ou
ld

 b
e 

al
lo

w
ed

 to
 o

pe
ra

te
 in

 th
e 

sh
op

pi
ng

ce
nt

re
 e

nv
iro

nm
en

t. 
H

ow
ev

er
, t

he
ir 

te
na

nc
y

w
ou

ld
 b

e 
im

m
ed

ia
te

ly
 te

rm
in

at
ed

 b
y 

th
e

pr
op

er
ty

de
ve

lo
pe

rs
 o

nc
e

th
e

na
tio

na
l

su
pe

rm
ar

ke
t c

ha
in

 d
ec

id
ed

 to
 e

xp
an

d 
in

to
th

es
e 

ca
rv

ed
 o

ut
 p

ro
du

ct
 m

ar
ke

ts
. S

om
e

of
 th

e 
lim

ita
tio

ns
 to

 th
e 

la
nd

lo
rd

's
 r

ig
ht

 to
le

t i
nc

lu
de

d 
th

e 
re

qu
ire

m
en

t t
ha

t p
ro

pe
rt

y
de

ve
lo

pe
rs

m
us

t
co

ns
ul

t
th

e
na

tio
na

l
su

pe
rm

ar
ke

t c
ha

in
s 

on
 th

e 
te

na
nt

 m
ix

 a
nd

an
y 

fu
tu

re
 d

ev
el

op
m

en
ts

. T
he

 u
sa

ge
 c

la
us

es
fu

rt
he

r 
st

ip
ul

at
e 

th
e 

lo
ca

tio
n 

an
d 

si
ze

 o
f

po
te

nt
ia

lly
 c

om
pe

tin
g 

st
or

es
 th

at
 c

ou
ld

 b
e

al
lo

w
ed

 in
 a

 s
ho

pp
in

g 
ce

nt
re

.

53
.

T
he

 n
at

io
na

l s
up

er
m

ar
ke

t c
ha

in
s 

pr
ov

id
ed

a 
nu

m
be

r 
of

 r
ea

so
ns

 in
 ju

st
ifi

ca
tio

n 
of

 lo
ng

-
te

rm
 e

xc
lu

si
ve

 le
as

e 
ag

re
em

en
ts

. T
he

se
ju

st
ifi

ca
tio

ns
 r

an
ge

d 
fr

om
 th

e 
vi

ew
 th

at
ex

cl
us

iv
ity

is
 a

im
ed

 a
t c

om
pe

ns
at

in
g 

th
e

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s
fo

r
ha

vi
ng

co
m

m
itt

ed
 to

 a
 lo

ng
 -

te
rm

 a
gr

ee
m

en
t w

ith
its

 c
on

co
m

ita
nt

 r
is

k 
fa

ct
or

s,
 to

 c
om

pe
ns

at
io

n
fo

r 
th

e 
in

ve
st

m
en

ts
 m

ad
e.

54
.

T
he

 In
qu

iry
 fi

nd
s 

th
at

 th
e 

ju
st

ifi
ca

tio
ns

pr
ov

id
ed

by
th

e
na

tio
na

l
su

pe
rm

ar
ke

t
ch

ai
ns

ar
e

no
t

co
m

pe
lli

ng
.

A
lth

ou
gh

hi
st

or
ic

al
ly

 th
e 

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s
di

d 
no

t p
os

se
ss

 s
uf

fic
ie

nt
 in

fo
rm

at
io

n 
an

d
th

e 
to

ol
s 

to
 g

au
ge

 th
e 

ec
on

om
ic

 v
ia

bi
lit

y
of

 th
e 

ar
ea

s 
w

hi
ch

 th
ey

 w
er

e 
en

te
rin

g 
an

d
th

us
 r

el
ie

d 
on

 e
xc

lu
si

vi
ty

 a
s 

a 
m

ea
ns

 o
f

pr
ot

ec
tin

g 
th

em
se

lv
es

, t
hi

s 
is

 n
o 

lo
ng

er
 th

e
ca

se
. W

ith
 th

e 
pr

ol
ife

ra
tio

n 
of

 in
fo

rm
at

io
n

an
d 

th
e 

so
ph

is
tic

at
io

n 
of

 r
es

ea
rc

h 
to

ol
s,

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s 
ar

e 
ab

le
 to

as
se

ss
 r

ea
lis

tic
al

ly
 th

e 
vi

ab
ili

ty
 o

f o
pe

ni
ng

a 
st

or
e 

in
 a

 p
ar

tic
ul

ar
 lo

ca
tio

n.
 E

vi
de

nc
e

be
fo

re
 th

e 
In

qu
iry

 in
di

ca
te

d 
th

at
 a

 d
et

ai
le

d
an

d 
in

te
ns

iv
e 

vi
ab

ili
ty

 a
ss

es
sm

en
t i

s 
m

ad
e

by
 th

es
e 

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s 
be

fo
re

en
te

rin
g 

in
to

 a
 le

as
e 

ag
re

em
en

t. 
F

ur
th

er
,

ris
k 

is
 a

ls
o 

re
du

ce
d 

fo
r 

th
es

e 
ch

ai
ns

 th
ro

ug
h

ne
go

tia
tin

g 
lo

w
 r

en
ta

l r
at

es
 a

nd
 tr

an
sf

er
rin

g
m

or
e 

of
 th

e 
de

ve
lo

pm
en

t c
os

ts
 o

nt
o 

ot
he

r
te

na
nt

s,
 th

er
eb

y 
re

du
ci

ng
 th

e 
ne

ed
 fo

r
ex

cl
us

iv
ity

cl
au

se
s.

 M
os

t i
m

po
rt

an
tly

,
al

l
bu

si
ne

ss
es

 ta
ke

 o
n 

in
ve

st
m

en
t r

is
k 

as
 p

ar
t o

f
do

in
g 

bu
si

ne
ss

 a
nd

 th
e 

ab
ili

ty
 o

f t
he

 n
at

io
na

l
re

ta
il 

ch
ai

ns
 to

 tr
an

sf
er

 th
is

 r
is

k 
to

 p
ro

pe
rt

y
de

ve
lo

pe
rs

 a
nd

 o
th

er
te

na
nt

s 
si

m
pl

y 
re

fle
ct

s
th

ei
r 

co
ns

id
er

ab
le

 m
ar

ke
t p

ow
er

. O
th

er
te

na
nt

s 
ar

e 
no

t a
bl

e 
to

 m
iti

ga
te

 s
uc

h 
ris

ks
 in

th
e 

sa
m

e 
m

an
ne

r.

55
T

he
 In

qu
iry

 r
ec

ei
ve

d 
ev

id
en

ce
 o

f i
ns

ta
nc

es
in

 w
hi

ch
 th

e 
na

tio
na

l s
up

er
m

ar
ke

t c
ha

in
s

w
ai

ve
d 

ex
cl

us
iv

ity
 p

ro
vi

si
on

s 
in

 o
rd

er
 to

al
lo

w
 c

om
pe

tit
or

s 
(in

cl
ud

in
g 

ot
he

r 
na

tio
na

l
su

pe
rm

ar
ke

t c
ha

in
s,

 s
pe

ci
al

ity
 s

to
re

s 
an

d 
in

lim
ite

d 
in

st
an

ce
s,

 th
e 

em
er

gi
ng

 c
ha

lle
ng

er
re

ta
ile

rs
)

to
ac

ce
ss

sh
op

pi
ng

ce
nt

re
s.

W
hi

ls
t s

om
e 

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s
ar

e 
be

co
m

in
g 

m
or

e 
le

ni
en

t r
eg

ar
di

ng
 th

e
en

fo
rc

em
en

t o
f e

xc
lu

si
vi

ty
 a

ga
in

st
 s

m
al

l
an

d 
sp

ec
ia

lis
t s

to
re

s,
 th

e 
In

qu
iry

 r
em

ai
ns

co
nc

er
ne

d 
th

at
 th

ey
 s

til
l r

eq
ui

re
 li

m
ita

tio
ns

on
 th

e 
si

ze
 o

f t
he

se
 c

om
pe

tin
g 

lin
e 

te
na

nt
s.

T
he

In
qu

iry
fin

ds
th

at
 th

e
re

st
ric

tio
ns

on
 s

iz
e 

ha
ve

 th
e 

ef
fe

ct
 th

at
 li

ne
 te

na
nt

s
ca

nn
ot

 e
ffe

ct
iv

el
y 

co
m

pe
te

 a
nd

 g
ro

w
 th

ei
r

bu
si

ne
ss

es
 b

ey
on

d 
th

e 
re

qu
ire

d 
flo

or
 s

pa
ce

im
po

se
d 

by
 th

e 
la

nd
lo

rd
s 

at
 th

e 
be

he
st

 o
f

th
e 

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s.
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S
im

ila
rly

, w
hi

le
 in

 s
om

e 
la

rg
e 

sh
op

pi
ng

ce
nt

re
s 

th
er

e 
ha

s 
be

en
 a

 r
el

ax
at

io
n 

of
 th

e
en

fo
rc

em
en

t o
f e

xc
lu

si
vi

ty
 p

ro
vi

si
on

s,
 s

uc
h

th
at

 c
om

pe
tin

g 
an

ch
or

 te
na

nt
s 

m
ay

 b
e

pr
es

en
t, 

th
er

e 
is

 v
er

y 
lim

ite
d 

ev
id

en
ce

 o
f

th
e 

em
er

gi
ng

 c
ha

lle
ng

er
 r

et
ai

le
rs

 s
uc

h 
as

O
B

C
, F

ru
it 

an
d 

V
eg

 C
ity

, L
iq

uo
r 

C
ity

 a
nd

C
ho

pp
ie

s,
 b

ei
ng

 a
llo

w
ed

 to
 e

nt
er

 s
ho

pp
in

g
ce

nt
re

s.
 T

hi
s 

m
ay

 b
e 

be
ca

us
e 

th
ey

 la
ck

 th
e

ne
go

tia
tin

g 
po

w
er

 to
 fo

rc
e 

en
tr

y 
in

to
 la

rg
er

m
al

ls
 in

 c
om

pe
tit

io
n 

w
ith

 th
e 

an
ch

or
 te

na
nt

,
or

 a
 m

or
e 

de
lib

er
at

e 
st

ra
te

gy
 b

y 
th

e 
cu

rr
en

t
do

m
in

an
t c

ha
in

s 
to

 k
ee

p 
su

ch
 e

m
er

gi
ng

ch
al

le
ng

er
re

ta
ile

rs
by

de
ny

in
g

th
em

en
tr

y 
sp

ec
ifi

ca
lly

. E
nt

ry
 b

y 
th

es
e 

em
er

gi
ng

ch
al

le
ng

er
 r

et
ai

le
rs

 in
to

 th
e 

fo
rm

al
 g

ro
ce

ry
re

ta
il

se
ct

or
ha

s
la

rg
el

y
be

en
 o

ut
si

de
sh

op
pi

ng
 c

en
tr

es
, t

ho
ug

h 
ve

ry
 fe

w
, s

uc
h 

as
F

oo
d 

Lo
ve

rs
 M

ar
ke

t a
nd

 F
ru

it 
an

d 
V

eg
 C

ity
,

ha
ve

 e
nt

er
ed

 th
e 

sh
op

pi
ng

 c
en

tr
es

. T
he

In
qu

iry
 fi

nd
s 

th
at

 th
is

 c
on

du
ct

 e
ffe

ct
iv

el
y

m
ai

nt
ai

ns
 th

e 
in

cu
m

be
nc

y 
of

 th
e 

na
tio

na
l

su
pe

rm
ar

ke
t c

ha
in

s 
in

 th
e 

sh
op

pi
ng

 c
en

tr
es

an
d 

re
ta

il 
su

pe
rm

ar
ke

t t
ra

de
 m

or
e 

ge
ne

ra
lly

gi
ve

n 
th

e 
im

po
rt

an
ce

 o
f s

ho
pp

in
g 

ce
nt

re
s

fo
r 

co
ns

um
er

 s
ho

pp
in

g 
ex

pe
di

tio
ns

.

57
T

he
 n

at
io

na
l s

up
er

m
ar

ke
t c

ha
in

s 
te

nd
er

ed
un

de
rt

ak
in

gs
to

th
e

In
qu

iry
pr

op
os

in
g

to
 w

ai
ve

 th
e 

en
fo

rc
em

en
t o

f e
xc

lu
si

vi
ty

pr
ov

is
io

ns
in

th
ei

r
le

as
e

ag
re

em
en

ts
.

T
he

se
 w

ai
ve

rs
 h

ad
 c

on
di

tio
ns

 r
an

gi
ng

 fr
om
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th
e 

ty
pe

 o
f p

ro
du

ct
s 

so
ld

 O
n 

th
e 

ca
se

 o
f

sp
ec

ia
lit

y 
st

or
es

) 
to

 th
e 

si
ze

 (
bo

th
 in

 te
rm

s
of

 r
ev

en
ue

 a
nd

 le
as

e 
sp

ac
e)

 a
nd

 lo
ca

tio
n 

of
th

e 
po

te
nt

ia
l c

om
pe

tit
or

s.
T

he
 In

qu
iry

 fo
un

d
it

ch
al

le
ng

in
g 

to
 e

st
ab

lis
h

a 
co

ns
en

su
s

be
tw

ee
n 

th
e 

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s 
in

re
sp

ec
t o

f t
he

 c
on

di
tio

na
lit

ie
s 

fo
rt

he
 w

ai
ve

r
of

 e
xc

lu
si

vi
ty

 p
ro

vi
si

on
s
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In

su
m

m
ar

y,
 th

e
In

qu
iry

 fi
nd

s 
th

at
 th

e
pa

tte
rn

 o
f t

he
 s

us
ta

in
ed

 u
se

 o
f e

xc
lu

si
ve

lo
ng

 -
te

rm
 c

on
tr

ac
ts

 h
as

 n
ot

 o
nl

y 
re

st
ric

te
d

co
m

pe
tit

io
n 

an
d 

gi
ve

n 
ris

e 
to

 c
on

su
m

er
ha

rm
, b

ut
 th

at
 it

 a
ls

o 
vi

ol
at

es
 th

e 
pu

rp
os

e
of

 th
e 

A
ct

 w
hi

ch
 s

ee
k,

 a
m

on
gs

t o
th

er
s,

to
 e

ns
ur

e 
th

at
 s

m
al

l a
nd

 m
ed

iu
m

 s
iz

ed
en

te
rp

ris
es

ar
e

af
fo

rd
ed

an
eq

ui
ta

bl
e

op
po

rt
un

ity
 to

 p
ar

tic
ip

at
e 

in
 th

e 
ec

on
om

y.
T

he
 In

qu
iry

 is
 p

ar
tic

ul
ar

ly
 c

on
ce

rn
ed

 th
at

th
es

e 
pr

ac
tic

es
 h

av
e 

ef
fe

ct
iv

el
y 

ex
cl

ud
ed

w
id

es
pr

ea
d 

pa
rt

ic
ip

at
io

n 
in

 th
e 

re
ta

il 
se

ct
or

w
he

re
 b

ar
rie

rs
 to

 e
nt

ry
 s

ho
ul

d 
be

 lo
w

, t
hu

s
fu

nd
am

en
ta

lly
 u

nd
er

m
in

in
g 

th
e 

ob
je

ct
iv

es
of

 th
e 

A
ct

 a
nd

 b
ro

ad
er

 n
at

io
na

l e
co

no
m

ic
po

lic
ie

s 
ai

m
ed

 a
t f

ac
ili

ta
tin

g 
tr

an
sf

or
m

at
io

n
an

d 
ec

on
om

ic
 in

cl
us

io
n.
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T
he

 In
qu

iry
 w

as
 m

ad
e 

aw
ar

e 
of

 a
lle

ga
tio

ns
th

at
 li

ne
 te

na
nt

s 
ar

e 
no

t o
nl

y 
af

fe
ct

ed
 b

y
ex

cl
us

iv
e

le
as

e 
ag

re
em

en
t c

la
us

es
 b

ut
by

 o
th

er
 te

rm
s 

en
fo

rc
ed

by
 p

ro
pe

rt
y

de
ve

lo
pe

rs
 s

uc
h 

as
 h

ig
h 

re
nt

al
 c

os
ts

. I
t w

as
ar

gu
ed

 th
at

 p
ro

pe
rt

y 
de

ve
lo

pe
rs

 a
re

 fo
rc

ed
to

 tr
an

sf
er

 c
os

ts
 fo

r 
m

an
ag

in
g 

th
e 

sh
op

pi
ng

ce
nt

re
 o

nt
o 

th
e 

lin
e 

te
na

nt
s 

to
 a

pp
ea

se
 th

e
re

qu
ire

m
en

ts
 o

f t
he

 a
nc

ho
r 

te
na

nt
s 

fo
r 

lo
w

re
nt

al
 r

at
es

. T
he

 In
qu

iry
 is

 c
on

ce
rn

ed
 th

at
th

e 
hi

gh
er

 c
os

t o
f r

en
ta

l f
or

 th
e 

sm
al

le
r

te
na

nt
s 

lim
its

 th
ei

r 
ab

ili
ty

 to
 e

ffe
ct

iv
el

y
co

m
pe

te
 a

nd
 to

 g
ro

w
 th

ei
r 

bu
si

ne
ss

es
.

T
hi

s 
co

ns
tr

ai
nt

 a
pp

lie
s 

to
 e

xi
st

in
g 

te
na

nt
s

th
at

 a
re

 n
ot

 d
ire

ct
 c

om
pe

tit
or

s 
to

 th
e

na
tio

na
l r

et
ai

l c
ha

in
s 

du
e 

to
 th

e 
ex

cl
us

iv
e

le
as

es
 b

ut
 w

ou
ld

 a
ls

o 
ap

pl
y 

to
 s

m
al

le
r

sp
ec

ia
lis

t s
to

re
s 

or
 c

ha
lle

ng
er

 c
ha

in
s 

in
th

e 
ev

en
t t

ha
t t

he
y 

ga
in

 e
nt

ry
 in

 fu
tu

re
. T

he
In

qu
iry

 is
 th

er
ef

or
e 

co
nc

er
ne

d 
th

at
 s

im
pl

y
el

im
in

at
in

g 
ex

cl
us

iv
e 

le
as

es
 m

ay
 s

til
l n

ot
ac

hi
ev

e 
gr

ea
te

r 
le

ve
ls

 o
f c

om
pe

tit
io

n 
an

d
ec

on
om

ic
 p

ar
tic

ip
at

io
n 

if 
th

es
e 

bu
si

ne
ss

es
ar

e 
fa

ce
d 

w
ith

 h
ig

h 
re

nt
al

 c
os

ts
 r

el
at

iv
e 

to
th

e 
na

tio
na

l c
ha

in
s.
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T
he

In
qu

iry
fin

ds
th

at
th

is
 c

on
du

ct
is

ge
ne

ra
lly

w
id

es
pr

ea
d

as
pa

rt
of

th
e

bu
si

ne
ss

 m
od

el
 in

th
e 

re
ta

il 
pr

op
er

ty
 le

as
in

g
en

vi
ro

nm
en

t T
he

 p
ra

ct
ic

e 
is

 p
re

m
is

ed
 o

n
a 

nu
m

be
r 

of
 ju

st
ifi

ca
tio

ns
 p

ro
vi

de
d 

by
 th

e
pr

op
er

ty
 d

ev
el

op
er

s 
w

hi
ch

 in
cl

ud
e 

m
ar

ke
t

fo
rc

es
; s

iz
e 

an
d 

po
si

tio
n 

of
 th

e 
un

it 
to

 b
e 

le
t;

vi
si

bi
lit

y 
of

 th
e 

un
it 

to
 b

e 
le

t; 
fo

ot
fa

ll 
lik

el
y

to
 b

e 
cr

ea
te

d 
by

 th
e 

te
na

nt
; d

ep
th

 o
f t

he
st

or
e;

 th
e 

co
st

 o
f i

ns
ta

lli
ng

 th
e 

te
na

nt
; a

nd
tr

ad
in

g 
de

ns
iti

es
. T

he
 In

qu
iry

 n
ot

es
 th

at
 th

e
ba

rg
ai

ni
ng

 d
yn

am
ic

s 
be

tw
ee

n 
la

nd
lo

rd
s

an
d

th
e

na
tio

na
l

su
pe

rm
ar

ke
t

ch
ai

ns
do

 a
pp

ea
r 

to
 h

av
e 

an
 in

flu
en

ce
 o

n 
th

e
di

ffe
re

nt
ia

l t
re

at
m

en
t a

cc
or

de
d 

to
 d

iff
er

en
t

cu
st

om
er

 g
ro

up
in

gs
. T

he
 In

qu
iry

 fi
nd

s 
th

at
th

is
 c

on
du

ct
 is

 a
ki

n 
to

 th
e 

w
at

er
be

d 
ef

fe
ct

.
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.

T
he

 In
qu

iry
 a

ck
no

w
le

dg
es

 th
e 

co
m

pl
ex

ity
as

so
ci

at
ed

w
ith

th
e

de
te

rm
in

at
io

n
of

ap
pl

ic
ab

le
 r

en
ta

l r
at

es
 to

 d
iff

er
en

t t
yp

es
 o

f
cu

st
om

er
s.

 In
s 

fo
rt

hi
s 

re
as

on
 th

at
th

e 
In

qu
iry

do
es

 n
ot

 m
ak

e 
an

y 
re

co
m

m
en

da
tio

ns
 in

 th
is

re
ga

rd
. H

ow
ev

er
, t

he
 In

qu
iry

 is
 c

og
ni

za
nt

 o
f

th
e 

ne
ed

 to
 e

ns
ur

e 
th

at
 th

er
e 

is
 b

al
an

ce
d

tr
ea

tm
en

t o
f t

en
an

ts
, p

re
m

is
ed

 o
n 

th
e

pr
in

ci
pl

es
 o

f f
ai

rn
es

s 
an

d 
tr

an
sp

ar
en

cy
.

B
uy

er
 p

ow
er

 a
nd

 it
s 

im
pa

ct
 o

n 
co

m
pe

tit
io

n 
in

 th
e

S
ou

th
 A

fr
ic

an
 g

ro
ce

ry
 r

et
ai

l s
ec

to
r
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T
he

 In
qu

iry
 fi

nd
s 

th
at

 th
e 

pr
es

en
ce

 o
f

bu
ye

r 
gr

ou
ps

 in
 th

e 
gr

oc
er

y 
re

ta
il 

se
ct

or
ha

s
be

ne
fic

ia
l

co
m

pe
tit

io
n

ou
tc

om
es

fo
r 

m
em

be
rs

 (
ge

ne
ra

lly
tr

ad
iti

on
al

 a
nd

hy
br

id
 w

ho
le

sa
le

rs
 a

s 
w

el
l a

s 
in

de
pe

nd
en

t
gr

oc
er

y
re

ta
ile

rs
),

 w
ho

 la
rg

el
y

op
er

at
e

in
 th

e 
in

fo
rm

al
re

ta
il 

tr
ad

e 
se

gm
en

t. 
In

pa
rt

ic
ul

ar
, b

uy
er

 g
ro

up
s 

en
ab

le
 w

ho
le

sa
le

rs
an

d
in

de
pe

nd
en

t
re

ta
ile

rs
th

at
la

ck

sc
al

e 
ec

on
om

ie
s 

to
 b

e 
ab

le
 to

 p
oo

l t
he

ir
pu

rc
ha

si
ng

po
w

er
in

ba
rg

ai
ni

ng
w

ith
su

pp
lie

rs
 o

f F
M

C
G

. T
he

 In
qu

iry
 e

st
ab

lis
he

d
th

at
 b

uy
er

 g
ro

up
s

pl
ay

a
pi

vo
ta

l
ro

le
in

im
pr

ov
in

g
th

e
co

m
pe

tit
iv

en
es

s
of

w
ho

le
sa

le
rs

 a
nd

 in
de

pe
nd

en
t r

et
ai

le
rs

.

63
.

It
is

 a
ga

in
st

 th
is

 fi
nd

in
g 

th
at

 th
e 

In
qu

iry
as

se
ss

ed
 th

e 
ba

rg
ai

ni
ng

 d
yn

am
ic

s 
be

tw
ee

n
th

e 
su

pp
lie

rs
 o

f F
M

C
G

 a
nd

 th
e 

na
tio

na
l

su
pe

rm
ar

ke
t c

ha
in

s 
as

 w
el

l a
s 

th
e 

bu
ye

r
gr

ou
ps

. T
he

 In
qu

iry
 s

ou
gh

t t
o 

de
te

rm
in

e
w

he
th

er
 th

e 
ex

er
ci

se
 o

f b
uy

er
 p

ow
er

 b
y

th
e 

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s,
 r

el
at

iv
e

to
 th

at
 o

f b
uy

er
 g

ro
up

s 
an

d 
w

ho
le

sa
le

rs
se

rv
in

g 
sm

al
le

r 
re

ta
ile

rs
, h

ad
 a

n 
ef

fe
ct

 o
n

co
m

pe
tit

io
n 

at
 th

e 
gr

oc
er

y 
re

ta
il 

le
ve

l o
f t

he
va

lu
e 

ch
ai

n.

64
.

T
he

In
qu

iry
fin

ds
th

at
th

e
st

ru
ct

ur
e

of
th

e
fo

rm
al

gr
oc

er
y

re
ta

il
se

gm
en

t
is

ch
ar

ac
te

ris
ed

by
fa

ct
or

s
th

at
ar

e

co
nd

uc
iv

e 
to

 th
e 

ex
is

te
nc

e 
of

 a
n 

un
eq

ua
l

ba
rg

ai
ni

ng
fr

am
ew

or
k

be
tw

ee
n

th
e

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s 
an

d 
su

pp
lie

rs
,

es
pe

ci
al

ly
 r

el
at

iv
e 

to
 w

ho
le

sa
le

rs
 a

nd
 b

uy
er

gr
ou

ps
. T

he
 In

qu
iry

 e
st

ab
lis

he
d 

th
at

 th
e

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s 
ar

e 
a

cr
iti

ca
l

ro
ut

e 
to

 m
ar

ke
t f

or
 th

e 
su

pp
lie

rs
 o

f F
M

C
G

pr
od

uc
ts

, b
as

ed
 b

ot
h 

on
 r

ev
en

ue
 a

nd
vo

lu
m

e 
co

nt
rib

ut
io

ns
. W

ith
 fe

w
 e

xc
ep

tio
ns

,
th

er
e 

w
as

 e
vi

de
nc

e 
of

 th
e 

in
ab

ili
ty

 o
f F

M
C

G
su

pp
lie

rs
 to

 w
al

k 
aw

ay
 fr

om
 n

eg
ot

ia
tio

ns
w

ith
na

tio
na

l
su

pe
rm

ar
ke

t
ch

ai
ns

an
d

th
e 

rig
id

ity
 o

f t
ra

di
ng

 te
rm

s,
 p

ar
tic

ul
ar

ly
re

la
te

d 
to

 th
e 

co
m

po
si

tio
n 

an
d 

qu
an

tu
m

of
 th

e 
te

rm
s.

 T
he

 n
at

io
na

l s
up

er
m

ar
ke

t
ch

ai
ns

 a
re

 a
bl

e 
to

 e
xt

ra
ct

 m
or

e 
fa

vo
ur

ab
le

tr
ad

in
g 

te
rm

st
ha

n 
cu

st
om

er
s 

in
 th

e 
in

fo
rm

al
se

gm
en

t.

65
.

T
he

 fi
nd

in
gs

 o
f t

he
 In

qu
iry

 s
ug

ge
st

 th
at

 in
so

m
e 

in
st

an
ce

s 
th

er
e 

is
 n

o 
cl

ea
r 

ra
tio

na
le

 to
ex

pl
ai

n 
th

e 
di

ffe
re

nc
e 

in
 th

e 
qu

an
tu

m
 o

f t
he

re
ba

te
s 

pa
id

 to
 th

e 
na

tio
na

l s
up

er
m

ar
ke

t
ch

ai
ns

 a
nd

 to
 th

os
e 

ob
ta

in
ed

 b
y 

th
os

e
cu

st
om

er
s 

in
 th

e 
in

fo
rm

al
 s

eg
m

en
t, 

ot
he

r
th

an
 s

im
pl

y 
di

ffe
re

nt
ia

l b
uy

er
 p

ow
er

. I
n

so
m

e 
in

st
an

ce
s,

 e
ve

n 
w

he
re

 th
e 

na
tio

na
l

su
pe

rm
ar

ke
t c

ha
in

s 
w

er
e 

no
t t

he
 la

rg
es

t
cu

st
om

er
s,

 th
ey

 w
er

e 
st

ill
 a

bl
e 

to
 e

xt
ra

ct
be

tte
r 

an
d 

m
or

e 
fa

vo
ur

ab
le

 tr
ad

in
g 

te
rm

s
th

an
 b

uy
er

 g
ro

up
s,

 w
ho

 w
er

e 
th

e 
la

rg
er

cu
st

om
er

s.
 T

hi
s

di
ffe

re
nt

ia
l t

re
at

m
en

t
is

in
di

ca
tiv

e 
of

 th
e 

ex
er

ci
se

 o
f b

uy
er

 p
ow

er
.

66
.

In
pa

rt
ic

ul
ar

,
th

e
na

tio
na

l
re

ta
il

ch
ai

ns
ha

ve
 m

ov
ed

 to
 d

em
an

di
ng

 r
eb

at
es

 to
co

ve
r 

th
e 

co
st

s 
of

 c
er

ta
in

 r
et

ai
l s

to
re

 le
ve

l
ac

tiv
iti

es
,

su
ch

as
m

er
ch

an
di

si
ng

,
st

or
e

op
en

in
gs

 a
nd

 r
ef

ur
bi

sh
m

en
t, 

ad
ve

rt
is

in
g

an
d

pr
om

ot
io

n,
 a

cc
es

s 
to

sh
el

f s
pa

ce
an

d 
ca

te
go

ry
 m

an
ag

em
en

t. 
T

he
 p

rim
ar

y
di

sc
rim

in
at

or
y

ef
fe

ct
of

th
es

e
re

ba
te

s
is

 th
at

 th
ey

 a
re

 b
y 

th
ei

r 
ve

ry
 n

at
ur

e 
no

t
m

ad
e 

av
ai

la
bl

e 
to

 w
ho

le
sa

le
rs

 a
nd

 b
uy

in
g

gr
ou

ps
 s

er
vi

ci
ng

 th
e 

in
de

pe
nd

en
t r

et
ai

le
rs

,
be

ca
us

e 
th

e 
w

ho
le

sa
le

rs
 d

o 
no

t s
er

ve
th

e 
re

ta
il 

st
or

e 
fu

nc
tio

n 
gi

ve
n 

th
ei

r 
la

ck
 o

f
ve

rt
ic

al
 in

te
gr

at
io

n.
 T

he
 im

pl
ic

at
io

n 
is

 th
at

in
de

pe
nd

en
t r

et
ai

le
rs

, w
hi

ch
 a

ls
o 

in
cu

r 
th

es
e

se
lf 

-s
am

e 
co

st
s,

 d
o 

no
t b

en
ef

it 
fr

om
 s

im
ila

r
re

ba
te

 c
at

eg
or

ie
s 

an
d,

 th
er

ef
or

e,
 a

re
 p

la
ce

d
at

 a
 m

at
er

ia
l a

nd
 c

om
pe

tit
iv

e 
di

sa
dv

an
ta

ge
to

 th
e 

na
tio

na
l s

up
er

m
ar

ke
t c

ha
in

s

67
T

he
 In

qu
iry

 is
 th

us
 o

f t
he

 v
ie

w
 th

at
 th

es
e

re
ba

te
s 

ar
e 

m
or

e 
fa

vo
ur

ab
ly

 o
ffe

re
d 

to
 th

e
na

tio
na

l s
up

er
m

ar
ke

t c
ha

in
s,

 w
hi

ch
, a

s 
a

re
su

lt 
re

du
ce

s,
 th

ei
r 

co
st

s 
of

 o
ffe

rin
g 

F
M

C
G

pr
od

uc
ts

, m
ai

nt
ai

ns
 th

ei
r 

m
ar

ke
t p

os
iti

on
s

an
d

pr
ov

id
es

an
un

fa
ir

co
m

pe
tit

iv
e

ad
va

nt
ag

e 
ov

er
 th

e 
in

de
pe

nd
en

t r
et

ai
le

rs
.

T
he

 c
os

ts
 o

f t
he

 in
de

pe
nd

en
t r

et
ai

le
rs

,
ow

in
g 

to
 th

ei
r 

la
ck

 o
f v

er
tic

al
 in

te
gr

at
io

n
w

ith
 w

ho
le

sa
le

rs
, a

re
 n

ot
 r

ed
uc

ed
 to

 th
e

sa
m

e 
ex

te
nt

. T
he

 in
de

pe
nd

en
t r

et
ai

le
rs

in
cu

r 
al

l
of

 th
es

e 
co

st
s 

w
ith

 n
o 

re
ba

te
s,

ev
en

 in
 in

st
an

ce
s 

w
he

re
 th

ey
 q

ua
lif

y 
fo

r 
th

e
re

ba
te

s 
as

 th
ey

 c
on

du
ct

 th
e 

sa
m

e 
ac

tiv
iti

es
of

 u
lti

m
at

el
y 

pl
ac

in
g 

pr
od

uc
ts

 o
n 

sh
el

f.
T

hi
s 

ul
tim

at
el

y 
im

pe
de

s 
th

es
e 

in
de

pe
nd

en
t

re
ta

ile
rs

' a
bi

lit
y 

to
 c

om
pe

te
 a

nd
 g

ro
w

.

68
.

F
ur

th
er

m
or

e,
 w

hi
ls

t s
om

e 
of

 th
es

e 
re

ba
te

s
pa

id
 b

y 
F

M
C

G
 s

up
pl

ie
rs

 a
pp

ea
re

d 
to

 b
e

un
de

rp
in

ne
d 

by
 p

ro
du

ct
iv

e 
ef

fic
ie

nc
ie

s 
(a

s
in

 th
e 

ca
se

 o
f d

is
tr

ib
ut

io
n 

al
lo

w
an

ce
s)

, t
he

re
w

er
e 

so
m

e 
w

hi
ch

 d
id

 n
ot

 a
pp

ea
r 

to
 h

av
e

an
y

ef
fic

ie
nc

y
or

be
ne

fic
ia

l
ju

st
ifi

ca
tio

n,
th

ey
 w

er
e 

si
m

pl
y 

a
re

fle
ct

io
n 

of
 b

uy
er

po
w

er
 b

y 
th

e 
na

tio
na

l c
ha

in
s.

 F
ur

th
er

, t
he

In
qu

iry
 fo

un
d 

m
ix

ed
 e

vi
de

nc
e 

ab
ou

t t
he

pa
ss

- 
th

ro
ug

h 
of

 r
eb

at
es

 to
 th

e 
fin

al
 p

ric
es

pa
id

 b
y 

co
ns

um
er

s.
 T

hi
s

is
pa

rt
ic

ul
ar

ly
co

nc
er

ni
ng

 s
in

ce
 s

om
e 

su
pp

lie
rs

 fa
ct

or
 in

th
e 

co
st

 o
f t

he
se

 r
eb

at
es

 to
 th

e 
pr

ic
e 

pa
id

by
 th

e 
na

tio
na

l s
up

er
m

ar
ke

t c
ha

in
s 

fo
r 

th
e

pr
od

uc
ts

. T
hi

s 
co

ul
d 

po
te

nt
ia

lly
 h

av
e 

a 
pr

ic
e 

-
ra

is
in

g 
ef

fe
ct

 o
n 

th
e 

co
st

 o
f p

ro
du

ct
s 

to
 th

e
de

tr
im

en
t o

f c
on

su
m

er
 w

el
fa

re
 w

he
re

 s
uc

h
re

ba
te

s 
ar

e 
no

t p
as

se
d 

th
ro

ug
h.

 F
ur

th
er

,
th

er
e 

is
 a

 la
ck

 o
f t

ra
ns

pa
re

nc
y 

re
ga

rd
in

g
ba

ck
 -

en
d 

m
ar

gi
ns

.

69
.

T
he

 In
qu

iry
 h

as
 c

on
cl

ud
ed

 th
at

 c
um

ul
at

iv
el

y,
th

e 
gr

oc
er

y 
re

ta
il 

se
ct

or
 p

os
se

ss
es

 fe
at

ur
es

an
d 

ch
ar

ac
te

ris
tic

s 
th

at
 a

re
 c

on
du

ci
ve

 to
th

e 
ex

er
ci

se
 o

f b
uy

er
 p

ow
er

. T
he

 in
di

ca
tiv

e
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ev
id

en
ce

 o
bt

ai
ne

d 
th

ro
ug

h 
th

e
re

ba
te

an
al

ys
is

 a
tte

st
s 

to
 th

e 
ex

er
ci

se
 o

f s
uc

h 
po

w
er

to
 th

e 
de

tr
im

en
t o

f i
nd

ep
en

de
nt

 r
et

ai
le

rs
an

d 
sm

al
le

r 
re

ta
il 

ch
ai

ns
, a

nd
 p

ot
en

tia
lly

al
so

 to
 c

on
su

m
er

s

70
.

F
ol

lo
w

in
g

fu
rt

he
r

en
ga

ge
m

en
ts

w
ith

st
ak

eh
ol

de
rs

, t
he

 In
qu

iry
 d

id
 n

ot
 r

ec
ei

ve
 a

ny
ev

id
en

ce
 th

at
 c

ha
lle

ng
ed

 th
e 

ex
is

te
nc

e 
of

bu
ye

r 
po

w
er

 b
y 

th
e 

na
tio

na
l s

up
er

m
ar

ke
t

ch
ai

ns
H

ow
ev

er
, t

he
 In

qu
iry

 n
ot

ed
 th

e
ju

st
ifi

ca
tio

ns
 p

ro
ffe

re
d 

fo
r 

th
e 

di
ffe

re
nc

e 
in

tr
ea

tm
en

t b
et

w
ee

nt
he

 n
at

io
na

l s
up

er
m

ar
ke

t
ch

ai
ns

an
d

ot
he

r
cu

st
om

er
se

gm
en

ts
su

ch
w

ho
le

sa
le

rs
an

d
in

de
pe

nd
en

t
re

ta
ile

rs
, n

am
el

y,
 th

e 
pr

ov
is

io
n 

of
 e

ffi
ci

en
t

di
st

rib
ut

io
n 

se
rv

ic
es

 a
nd

 v
al

ua
bl

e 
da

ta
 o

n
en

d 
-c

on
su

m
er

 p
ur

ch
as

es
 w

hi
ch

 s
up

pl
ie

rs
ca

n 
us

e 
to

 im
pr

ov
e 

th
ei

r 
bu

si
ne

ss
 s

tr
at

eg
ie

s.
W

ho
le

sa
le

rs
 a

nd
 in

de
pe

nd
en

t r
et

ai
le

rs
 w

er
e

sa
id

 to
 b

e 
un

ab
le

 to
 o

ffe
r 

th
es

e 
se

rv
ic

es
 d

ue
to

th
ei

rla
ck

of
ve

rt
ic

al
 in

te
gr

at
io

n.
T

he
 In

qu
iry

al
so

 r
ec

ei
ve

d 
su

bm
is

si
on

s,
 p

ar
tic

ul
ar

ly
 fr

om
th

e 
su

pp
lie

rs
 o

f F
M

C
G

 p
ro

du
ct

s,
 in

di
ca

tin
g

th
at

 th
er

e 
is

 a
 r

ec
og

ni
tio

n 
of

 th
e 

ne
ed

 fo
r

a 
m

or
e 

ba
la

nc
ed

 tr
ea

tm
en

t o
f t

he
 d

iff
er

en
t

cu
st

om
er

 s
eg

m
en

ts
.

71
.

T
he

 In
qu

iry
 e

ng
ag

ed
 w

ith
 s

ta
ke

ho
ld

er
s 

to
di

sc
us

s 
po

ss
ib

le
 r

ec
om

m
en

da
tio

ns
 to

 d
ea

l
w

ith
 th

os
e 

in
st

an
ce

s 
of

 u
nr

ea
so

na
bl

e 
an

d
un

ju
st

ifi
ed

 d
iff

er
en

tia
l t

re
at

m
en

t. 
T

he
 In

qu
iry

de
ci

de
d 

th
at

 a
 c

od
e 

of
 c

on
du

ct
 p

re
m

is
ed

 o
n

th
e 

pr
in

ci
pl

es
 o

f f
ai

rn
es

s 
an

d 
tr

an
sp

ar
en

cy
w

ou
ld

 b
e 

an
 a

pp
ro

pr
ia

te
 a

nd
 p

ro
po

rt
io

na
te

m
ea

ns
 o

f a
dd

re
ss

in
g 

th
e 

co
nc

er
ns

 r
ai

se
d.

72
.

W
hi

le
 th

e 
su

pp
lie

rs
 o

f F
M

C
G

 h
ad

 d
iff

er
in

g
vi

ew
s 

re
ga

rd
in

g 
w

ha
t s

ho
ul

d 
be

 c
on

ta
in

ed
w

ith
in

 s
uc

h 
a 

co
de

, a
nd

 to
 w

ho
m

 it
 s

ho
ul

d
ap

pl
y,

 th
e 

In
qu

iry
 fo

un
d 

th
at

, i
n 

th
e 

m
ai

n,
su

pp
lie

rs
su

pp
or

te
d

th
e

pr
in

ci
pl

es
of

fa
irn

es
s 

an
d 

tr
an

sp
ar

en
cy

.

73
.

T
he

 In
qu

iry
 h

as
 n

ot
ed

 th
e 

di
re

ct
 e

nt
ry

 a
nd

di
ve

rs
ifi

ca
tio

n 
of

 S
ho

pr
ite

 u
nd

er
 it

s 
"U

sa
ve

e 
-K

as
i" 

br
an

d 
in

to
 th

e 
sp

az
a 

sh
op

 s
eg

m
en

t.
G

iv
en

 th
e 

ev
id

en
ce

 a
nd

 d
is

cu
ss

io
n 

of
 th

e
bu

ye
r 

po
w

er
 p

os
se

ss
ed

 b
y 

th
e 

na
tio

na
l

su
pe

rm
ar

ke
t c

ha
in

s,
 th

e 
In

qu
iry

 fi
nd

s 
su

ch
di

re
ct

en
tr

y 
an

d 
co

m
pe

tit
io

n
to

sp
az

a

sh
op

s 
to

 b
e 

ve
ry

 c
on

ce
rn

in
g.

 G
iv

en
 th

e
as

ym
m

et
ric

 c
om

pe
tit

io
n 

th
at

 e
xi

st
s 

be
tw

ee
n

th
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Warning!!!
To all suppliers and potential suppliers of goods to the  

Government Printing Works

The Government Printing Works would like to warn members of the public  

against an organised syndicate(s) scamming unsuspecting members of the  

public and claiming to act on behalf of the Government Printing Works.

One of the ways in which the syndicate operates is by requesting quotations for  

various goods and services on a quotation form with the logo of the  

Government Printing Works. Once the official order is placed the syndicate  

requesting upfront payment before delivery will take place. Once the upfront  

payment is done the syndicate do not deliver the goods and service provider  

then expect payment from Government Printing Works.

Government Printing Works condemns such illegal activities and encourages  

service providers to confirm the legitimacy of purchase orders with GPW SCM, 

prior to processing and delivery of goods.

To confirm the legitimacy of purchase orders, please contact:

 Anna-Marie du Toit (012) 748-6292 (Anna-Marie.DuToit@gpw.gov.za) and

 Siraj Rizvi (012) 748-6380 (Siraj.Rizvi@gpw.gov.za)
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