






















































































64. Furthermore, CMA indicated that while branded food chains accounted for “a significant

65.

66.

share of takeaway restaurant revenue” evidence indicated that consumers ‘[wejre
unlikely to view these as sufficiently close substitutes to the restaurants and services
offered by [food] ordering marketplaces”. In particular, CMA highlighted the following:™
64.1. The results of the CMA’s econometric analysis for Just Eat/Hungryhouse did not
find evidence that Domino’s (the largest of these chains by revenue and number
of branches) exerted a discernible competitive constraint on Just Eat or
Hungryhouse.
64.2. The responses to the CMA’s consumer survey for Just Eat/Hungryhouse did not

point towards these chains being close substitutes.

The Inquiry also notes that established food delivery platforms and restaurant chains
have co-branding and marketing campaigns partnerships whereby they contribute
towards advertising and marketing campaigns that promote and market both the platform
and restaurant chains (e.g., National TV adverts for displaying customers ordering a
national food chain food via a particular platform). This suggests that on the one hand,
restaurants and platforms aim to work together and co-operate to enhance the
performance of the platform — and subsequently the restaurant chains on the platform.
These kinds of arrangements complicate the incentives of chain restaurants own online
channel and raise the question of whether their own online channels are aimed and

incentivised to compete aggressively with food delivery platforms.

Thus, the Inquiry finds from the above that restaurants own app/website and delivery
services are unlikely to pose a meaningful competitive constraint upon food delivery

platforms.

1.4.2.5. Competitive constraint imposed by walk-ins, take-away and home cooked on

food delivery platforms

67. Takeaways, walk-ins and home cooked represent a different customer journey and do

not seem to impose a significant competitive constraint on food delivery platforms.
Convenience plays a role in the consumer journey and decision-making. For instance,
take-away may be convenient for a consumer in a shopping area or where it is on the
path home, but less so when the consumer is at home and would be required to travel

and wait for food unlike the convenience of delivery.

74 Just Eat/Hungryhouse, Final Report, 16 November 2017, paragraph 4.27.
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it raises funding to support the business in re-launching.’” Dryvar indicated that it had
not been successful in raising funds to relaunch and part of the challenges encountered
include:

163.1. Lack of programme and/or public grants available to support SMEs or start-ups in
the digital space;'”*

163.2. Venture capitalist funding criteria that focuses on the performance of the company
and actual revenue generated with littte focus on the local competitive
dynamics;'’*and

163.3. Venture capitalists scepticism to funding firms that are competing against

established platforms with deep pockets.'’®

3.1.11. Conclusions and findings on marketing and promotions

164. As demonstrated by evidence, the established food delivery platforms have over time
employed aggressive competitive strategies, characterised largely by substantial meal
discounting and the provision of large discounts on delivery fees. In some instances, the
established platforms have offered free delivery services to consumers despite the costs
incurred for rendering such services. Evidence further shows that the established
platforms have over the years made substantial loses (even at a variable costs level),
which are largely attributable to the aggressive competitive strategies which they employ.
It is apparent from evidence that the established platforms incur significantly high costs
because of these strategies and, as a result, are not profit making. The Inquiry observes
that the established platforms will still channel money into discounted meals and low
delivery fees, albeit potentially at a lower level, and will try fund this through higher

commission fees.

165. The Inquiry has also observed that the aggressive competitive strategies employed by

established platforms have resulted in some of the players in the food delivery market,

73 Dryvar (Ms Naidoo) Public Hearing Transcript dated 22 November 2021.

174 Dryvar (Ms Naidoo) state that they did come across a Tech Support Programme funded by DTI. However, it did
not fit into their spec as forinstance it wanted to support app in the process of being developed not been developed.
Thus, the programme is for up and coming apps not app already established.

'75 Dryvar (Ms Naidoo) puts it that venture capitalists want to see traction and often when the company has taken
a dip they are not going to understand all of the local factors that are come into play. They are just concerned about
bottom line and top revenue numbers.

'8 Dryvar (Ms Naidoo) state that the fact that they are competing against companies that are backed and funded
by internationally listed companies has also been a deterrent in obtaining funding from venture capitalists. In
explaining their interaction with venture capitalist on this issue Ms Naidoo state that “A lot of the conversation
comes around how they are heavily capitalised [Uber Easts and Mr D Food] over us. So the VC [Venture Capitalists]
understands that they are going to have to put a lot of money into the marketing efforts of the company alone just
to try and compete. So that has also been a deterrent because they know who is backing the two main competitors”.
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175.

176

. Reward to restaurant numbers and volumes by established platforms has the potential
of incentivising the restaurant chains to focus their support on these platforms, and to
bring in their corporate and franchisee restaurants. This is because the leading platforms
are already the source of the most eater orders in the market and allowing their corporate
or franchisee restaurants to support competing platforms would dilute order volumes and
potentially reduce restaurant numbers (if the franchisee elected to only support a limited

number of platforms), leaving them more vulnerable to commission fee increases.

This results in a lack of support for competing national and local food delivery platforms
by restaurant chains. The lack of support for competing platforms emanating from these

incentives can also be illustrated by way of this example:

175.1. There are three competing delivery platforms in a local area: established platform
A and B and smaller platform C;

175.2. Franchise restaurant A wants to use two platforms in their locality;

175.3. Franchise restaurant A decides that most value will be derived from using
established platform A and smaller platform C;

175.4. By deciding not to use the other established platform, Platform B, this essentially
affects the number of restaurants that the restaurant chain at national level can
bring to Platform B; and

175.5. If franchisees are at liberty to take these kinds of decisions in greater numbers
across areas, then the restaurant chain at national level may not be able to commit
to bring the large number of restaurants in negotiations and may accordingly fail to
reap the associated rewards.

175.6. Alternatively, the franchisee makes use of all 3 platforms but this means the orders
through platform B are reduced as some go to platform C. This too results in loss

in bargaining power by the head office.

. Itappears that it is these kinds of incentives that explain why numerous restaurant chains
(i) refuse to support local delivery platforms for corporate-owned restaurants and (i) may
be actively preventing franchisees from contracting with competing national or local
delivery platforms that are not approved, limiting them to the established platforms only.
These incentives ensure that franchise stores are not able to choose smaller platforms
over established ones. It may also explain why franchisees are not allowed to contract
with smaller platforms even in areas where established platforms are not active — if a

franchise store contracts with a smaller platform, it creates the possibility that the
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APPENDIX A: STAKEHOLDER ENGAGEMENTS

List of all stakeholder engagement: submissions, meetings, public hearing and In-

Camera

Market Conduct Abuse of Dominance all RFls Submissions

Submission made by Stakeholder type (e.g. | Submission date Report Reference
platform, Restaurant)
Uber Eats Platform 31-Jul-2020 Uber Eats submission dated 31
July 2020
Uber Eats Platform 21-Aug-2020 Uber Eats submission dated 21
August 2020
Uber Eats Platform 11-Dec-2020 Uber Eats submission dated 11
December 2020
Mr D Food Platform 28-Jul-2020 Mr D Food submission dated 28
July 2020
Mr D Food Platform 25-Nov-2020 Mr D Food submission dated 25
November 2020
Mr D Food Platform 18-Jan-2020 Mr D Food submission dated 18
January 2021
Mr D Food Platform 1-Feb-2020 Mr D Food submission dated 1
February 2021
Inquiry all RFls Submissions
Submission made by Stakeholder type (e.g. | Submission date Report Reference
platform, Restaurant)
Uber Eats Platform 30-June-2021 Uber Eats submission dated 30
June 2021
Uber Eats Platform 13-Sep-2021 Uber Eats submission dated 13
September 2021
Uber Eats Platform 9-September-2021 Uber Eats submission dated 9
September 2021
Uber Eats Platform 31-Jan-2022 Uber Eats submission dated 31
January 2022
Mr D Food Platform 2-Jul-2021 Mr D Food submission dated 2
July 2021
Mr D Food Platform 2-Aug-2021 Mr D Food submission dated 2
August 2021
Mr D Food Platform 11-Sep-2021 Mr D Food submission dated 11
September 2021
Mr D Food Platform 17-Jan-2022 Mr D Food submission dated 17
January 2022
Bolt Food Platform 30-Jun-2021 Bolt Food submission dated 30
June 2021
Bolt Food Platform 23-Jul-2021 Bolt Food submission dated 23
July 2021
Bolt Food Platform 10-Sep-2021 Bolt Food submission dated 10
September 2021
Famous Brands Restaurant 15-Jul-2021 Famous Brands submission
dated 15 July 2021
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