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IN THE COMPETITON TRIBUNAL OF SOUTH AFRICA

CT CASE NO:
CC CASE NO:
In the matter between:
COMPETITION COMMISSION OF SOUTH AFRICA Applicant
and
SHOPRITE CHECKERS (PTY) LTD Respondent

CONSENT AGREEMENT BETWEEN THE COMPETITION COMMISSION AND
SHOPRITE CHECKERS (PTY) IN RESPECT OF THE RECOMMENDATIONS
MADE BY THE GROCERY RETAIL SECTOR MARKET INQUIRY CONCERNING
LONG-TERM EXCLUSIVE LEASE AGREEMENTS, AS SET OUT IN THE FINAL
REPORT PUBLISHED ON 17 DECEMBER 2019.

The Grocery Retail Market Inquiry recommended that the Competition Commission
must seek to secure voluntary compliance by national supermarket chains with its
recommendations concerning Long-Term Exclusive Lease Agreements, within six
months of 17 December 2019.

Shoprite Checkers Proprietary limited has resolved to agree with the Commission
concerning the recommendations.

The Competition Commission and Shoprite Checkers Proprietary Limited hereby agree
that an application be made for the confirmation of this Consent Agreement as an order
of the Competition Tribunal in terms of section 49D(1), read with section 58(1)(b) of the
Competition Act No 89 of 1998, as amended.
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DEFINITIONS

For purposes of this Consent Agreement the following definitions shall apply and

cognate expressions bear corresponding meanings -

11

12

1.3

1.4

1.5

1.6

‘Commission’ means the Competition Commission of South Africa, a
statutory body established in terms of section 19 of the Competition Act with
its principal place of business at 1st Floor, Mulayo Building (Block C) the

DTI Campus, 77 Meintjies Street, Sunnyside, Pretoria, Gauteng;

‘Commissioner’ means the Commissioner of the Commission as

appointed in terms of section 22(1) of the Competition Act;

‘Competition Act' means the Competition Act No 89 of 1998, as amended;

‘Consent Agreement’ means this agreement, duly signed by the
Commissioner and concluded between the Commission and Shoprite

Checkers, and any annexures thereto;

'Effective Date’ means the date upon which this Consent Agreement is
made an order of the Tribunal in accordance with section 49D of the

Competition Act;

‘Existing Complaints’ means all complaints, whether (1) initiated by the
Commissioner in terms of section 49B(1), or (2) submitted by a third party
in terms of section 49B(2)(b) of the Competition Act, concerning exclusivity

provisions, or provisions that have a substantially similar effect, in Long-



1.7

1.8

1.9

1.10

3
Term Exclusive Lease Agreements concluded by Shoprite Checkers, that

are the subject of a Commission investigation pending at the date of
conclusion of this Consent Agreement. A list of existing complaints is

attached as Annexure B;

‘GRMI' means the Grocery Retail Market Inquiry established in terms of
section 43B(2) of the Competition Act and initiated by the publication of the

terms of reference;

‘Final Report’ means the report prepared by the Commission pursuant to
the GRMI and published on 17 December 2019 following the release of a

provisional report and further submissions and stake holder input;

'Franchisee’ means a franchisee contracted to Shoprite Checkers in the

Franchise Business;

'Franchise Business' means the supermarket franchise business
conducted by Shoprite as franchisor currently under the name and style of

OK Foods;

‘Long-Term Exclusive Lease Agreements’ refers to lease agreements
entered into between property developers and Supermarkets which include
provisions that restrict the landlord from letting premises in the same
Shopping Centre to potentially competing grocery retailers and Specialty

Stores;
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1.14

1.15

1.16

147

4
‘Non-Urban Areas’ refers to, Peri-Urban Areas, Townships and Rural

Areas. [n relation to this consent agreement, Non-Urban Areas in which

Shoprite has existing stores are specified in Annexure C;

‘Parties’ means the Commission and Shoprite Checkers, or either of them

should the context provide for the singular,;

‘Peri-Urban Areas’ refers to locations adjoining an urban area between

suburbs and the countryside;

‘Rural Areas’ means areas that are located outside towns and cities and
without access to ordinary public services such as water and sanitation,

especially areas of predominant agricultural production;

‘Shopping Centre’ means a group of retail and other commercial
establishments that are developed, owned and managed as a single

property, typically with on-site parking provided;

‘Shoprite Checkers' means Shoprite Checkers Proprietary Limited
(registration number 1929/001817/07), a private company duly incorporated
in terms of the applicable company laws of South Africa, with its registered
address at the corner of William Dabbs Street and Old Paarl Roads,
Brackenfell, Western Cape, operating as a National Supermarket Chain
whose supermarket brand portfolio includes Shoprite, Checkers, Checkers

Hyper and Usave stores and its Franchise Business;



1.18

1.19

1.20

1.21

1.22

1.23

1.24

5
'Shoprite Checkers' Undertakings’ means the undertakings of Shoprite

Checkers as set out in clauses 4.1 and 4.2 of this Consent Agreement;

‘SMME' means a small, medium or micro enterprise as defined in section

1(k) of the Competition Act, read with sections 1(f) and 1(l);

‘Specialty and limited line stores’ refers to retail stores within the grocery
retail sector that focus on a specific product category, such as butcheries,
bakeries, delicatessens, liquor stores and greengrocers, or 15 and fewer

product categories;

'Supermarket' refers to a store devoted to the retail sale of groceries and
household goods and which stocks a range of goods from more than 15

product categories;

‘Township' refers to less formal and underdeveloped Urban Areas that

were set aside during the period of apartheid for black population groups;

‘Tribunal’ means the Competition Tribunal of South Africa, a statutory body
established in terms of section 26 of the Competition Act, with its principal
place of business at 3rd Floor, Mulayo Building (Block C), the DT| Campus,

77 Meintjies Street, Sunnyside, Pretoria, Gauteng; and

'‘Urban Areas' refers to central business districts, suburban and other

developed areas located within towns and cities.
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2.

GRMI INVESTIGATION AND RECOMMENDATIONS

21

22

2.3

24

2.5

2.6

On 30 October 2015, the Commission gave notice in Government Gazette
No 3924 announcing the establishment of the GRMI in terms of section

43B(2) of the Competition Act.

Consistent with the purposes of and chapter 4 of the Competition Act, the
GRMI was not concerned with prohibited conduct of an individual firm, or
group of firms, but to understand how the grocery retail sector operates
because it believed there to exist features, or a combination of features, in

the sector that had the capacity to prevent, distort or restrict competition.

Amongst others, the Commission identified the impact of Long-Term
Exclusive Lease Agreements, and the role of financiers in these
agreements on local competition in the grocery retail sector as an objective

of the GRMI.

In respect of Long-Term Exclusive Lease Agreements, the GRMI did not
investigate identified markets, but considered the effect of this market

feature broadly.

Shoprite Checkers participated in the work of the GRMI.

The Final Report recorded the view that Long-Term Exclusive Lease
Agreements are widely prevalent in the grocery retail sector and that the
foreclosure of competing retailers, particularly small and independent

retailers as well as emerging challenger retailers, is sustained over



27

2.8

7

significantly long periods. The Executive Summary of the Final Report is

attached as Annexure A.

The Final Report concluded that Long-Term Exclusive Lease Agreements -

271 give rise to customer harm as they limit consumer choice within

Shopping Centres;

2.7.2 the continued presence of such Long-Term Exclusive Lease
Agreements will perpetuate the observed concentration levels and
sustain the existing incumbency patterns, and thus deprive
consumers of dynamism and innovation in the grocery retail sector;

and

2.7.3 there are no compelling justifications to substantiate the continued

unfettered presence of Long-Term Exclusive Lease Agreements.

Accordingly, the GRMI in respect of Long-Term Exclusivity Lease
Agreements recommended the remedial action that within six months of
publication of the Final Report the Commission must seek to secure
voluntary compliance by the national Supermarket chains with the following

recommendations:

2.8.1 National Supermarket chains must, with immediate effect, cease
from enforcing exclusivity provisions, or provisions that have a

substantially similar effect, in their lease agreements against:

28.1.1 SMMEs;



2.8.1.2 Specialty Stores; and
2.8.1.3 other grocery retailers (including the emerging challenger
retailers) in Shopping Centres located in Non-Urban

Areas.

2.8.2 No new leases or extensions to leases by grocery retailers may
incorporate exclusivity clauses (or clauses that have substantially
the same effect) or clauses that may serve to restrict the product
lines, store size and location of other stores selling grocery items

within Shopping Centres.

2.8.3 Subject to the requirement described in clause 2.8.1 above, the
enforcement of exclusivity in Long Temm Exclusive Lease
Agreements by the national Supermarket chains as against other
grocery retailers must be phased out by the next extension of the
lease or within five years from 17 December 2019 (the date of the

publication of the Final Report), whichever is earlier.

2.9 Following the publication of the Final Report the Commission and Shoprite
Checkers have engaged in discussions regarding the recommendations

relating to Long Term Exclusive Lease Agreements.

3. EXISTING COMPLAINTS

3.1 The Commission has not concluded all of its investigations or pursued
litigation in respect of the Existing Complaints and matters emanating from

the GRMI in respect of Long-Term Exclusive Lease Agreements.



3.2 The Commission is satisfied that the terms of this Consent Agreement are
sufficient to address any concerns that may potentially have arisen as a
result of conduct that forms the subject of investigation and/or litigation in
the Existing Complaints and/or arises from any evidence gathered by the

GRMI concerning Long-Term Exclusive Lease Agreements.

4. SETTLEMENT

4.1 Shoprite Checkers undertakes to and agrees with the Commission that it

shall -

411 with immediate effect, cease enforcing exclusivity provisions, or
provisions that have a substantially similar effect, in its Long-Term

Exclusive Lease Agreements against:

4111 SMMEs;
4.1.1.2 Specialty and limited line stores; and

4.1.1.3 Any other Supermarket in Shopping Centres located in
Non-Urban Areas (specified in Annexure C). For
avoidance of doubt in respect of other supermarkets in

Urban Areas clause 4.1.3 shall apply.

4.1.2 not incorporate exclusivity provisions, or provisions that have
substantially the same effect into any new Supermarket leases in

Shopping Centres;



4.2

43
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not, subject to clause 4.1.1, enforce exclusivity provisions, or
provisions that have substantially the same effect, as against
supermarkets in any extended (or renewed) Long Term Exclusive
Lease Agreement or after the elapse of five years reckoned from

17 December 2019, whichever is the earlier.

Shoprite Checkers undertakes to and agrees with the Commission that in

respect of the Franchise Business it shall-

4.2.1

422

423

Comply with the provisions of clauses 4.1 where Shoprite Checkers

holds the lease of or head lease to a Franchisee' s Supermarket

Ensure all new franchise agreements prohibit Franchisees from
holding Supermarket leases with exclusivity provisions, or

provisions that have substantially the same effect;

Negotiate and reach agreement with each of its Franchisees on
amendments to the existing franchise agreements of the Franchise
Business such that they are consistent with the provisions of clause

4.1 within 12 months of the date of this Consent Agreement.

The Commission undertakes to and agrees with Shoprite Checkers that it

shall -

4.3.1

finalize the Existing Complaints on the basis that there will be no
complaint referrals or any other proceedings under the Competition

Act by the Commission as against Shoprite Checkers in respect of

/
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the conduct that forms the subject of investigation and/or litigation

in the Existing Complaints;

4.3.2 not initiate investigations or investigate any complaints initiated
against Shoprite Checkers in respect of Long-Term Exclusive

Lease Agreements emanating from the GRMI.

4.4 The Commission’s undertaking in 4.3 will extend to the Franchisees who
have agreed in writing to the amendment of the franchise agreement as set
outin 4.2.3. For the avoidance of doubt, clause 4.3 is in respect of Shoprite
Checkers only, and the Commission reserves the right to investigate and
prosecute any Franchisee to the extent that it continues to enforce

exclusivity provisions in a manner inconsistent with clause 4.1.

NO ADMISSION

Nothing in this Consent Agreement amounts to or should be taken as an admission

of any facts, conduct, liability or wrongdoing on the part of Shoprite Checkers.

GENERAL VARIATION

6.1  The Commission or Shoprite may bring any disputes regarding the terms of
this consent order to the Tribunal for determination; and either party may
upon good cause shown, apply to the Tribunal for the waiver, relaxation,

modification and/or substitution of all or any part of this consent order.
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6.2

6.3

12

In the event of the Commission and Shoprite agreeing upon the waiver,
relaxation or modification of this Settlement Agreement and the remedies
provided herein, the Commission and Shoprite shall apply to the Tribunal

for confirmation by it of such waiver, relaxation, or modification.

In the event of the Commission withholding its consent to a waiver,
relaxation or modification, Shoprite shall be entitled to apply to the Tribunal
for an order waiving, relaxing or modifying this Settlement Agreement
and the remedies provided herein. The Commission shall be entitied to

oppose such application.

7. FULL AND FINAL SETTLEMENT

71

72

This Consent Agreement is concluded in full and final settlement of-

7.1.1 all matters in respect to Shoprite Checkers arising from the Final

Report in respect of Long-Term Exclusive Lease Agreements; and

7.1.2 all of the Commission's investigations and litigation of Existing
Complaints and in respect of evidence concerning Long-Term

Exclusive Lease Agreements gathered in the GRMI.

For the avoidance of doubt, the Commission confirms that there are no
pending referrals as against Shoprite Checkers in respect of Long-Term

Exclusive Lease Agreements; and



13
7.3  Upon confirmation of this Consent Agreement as an order of the Tribunal,

all proceedings between the Commission and Shoprite Checkers in respect

of the Existing Complaints shall be concluded.

8. MONITORING

8.1  Shoprite Checkers shall ensure that within 3 (three) months of the end of

each of its next five financial years:

8.1.1 Shoprite Checkers reports in writing to the Commission that it has
substantially complied with the Shoprite Checkers' Undertakings,
which report has been verified by Shoprite Checkers' internal audit

department; and

8.1.2 Shoprite Checkers provides the Commission with a report in
relation to the Franchisees with such information as is reasonable
for the Commission to ascertain compliance with Shoprite

Checkers' Undertakings in relation thereto.

8.2 To the extent that the Commission believes that Shoprite Checkers is not
complying with its obligations under this Consent Agreement, the
Commission may require that Shoprite Checkers appoints an independent
auditor of Shoprite Checkers' choice to audit its compliance with the

Shoprite Checkers' Undertakings.

8.3 In the event of non-compliance audit findings, Shoprite Checkers shall be

allowed a reasonable period within which to remedy any such finding.

P et 5
L/ J
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FOR SHOPRITE CHECKERS PROPRIETARY LIMITED
Dated and signed at “4ACKEAS FEZL— on the 2§ 74/day of S22 8] 2020,

e o

C;ull names: Pieter Gerrit du Preez

Designation: Director

Duly authorized representative of Shoprite Checkers (Pty) Ltd

FOR THE COMMISSION
Dated and signed at PRETORIA onthe 28" day of SEPTEMBER 2020,

o
o
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Full names: Tembinkosi Bonakele

Designation: Commissioner
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SUMMARY OF THE FINAL FINDINGS AND
RECOMMENDATIONS OF THE GROCERY
RETAIL MARKET INQUIRY

1.  On 30 October 2015, the Competition 34
Commission (“the Commission”) gave
notice in the Government Gazette
("Gazette*) announcing the establishment
of the Grocery Retail Sector Market Inquiry
(“the Inquiry”) in terms of Section 43B(2)
of the Competition Act no 89 of 1998 {as
amended) (“the Act”). The Gazatte set out
the Terms of Reference {"ToR") which would
guide the work of the Inquiry.

2. The Commission initiated the Inguiry in
order:

21 to understand how the grocery 4.1
retail sector operates because the
Commission had reason to believe that
there exist features, or a combination of
features, in the sector that may prevent,
distort or restrict competition; and

22 1o achieve the purpose of the Act. 4.2
3, The Inquiry was conducted in four phases:

31 phase one involved the publication
of the ToR, initial background
consultations, literature review and the
publication of the Ststement of Issues
("SOI"), Guidelines for Participation and 43
Administrative Timelines;

32 phase two inveolved information
gathering through site visits and re-
visits, surveys, targeted consultations,
information requests and public
hearings; 8.4

33 phase three, involved the processing
and anzalysing of infarmation, identifying
information gaps, follow up consultations,
targeted consultations, and Information
requests to address any identified gaps,
culminating in the publication of the
Preliminary Report; 2nd

SUMBARY OF THE TINAL FINDINGS AND RECOMMENDATIONS

phase fourinvolved the formulation and
testing af recommendations, drafting
and publication of the Final Report.

The SOl contained the Inquiry's envisaged .
framework to assist the participants in the
Inquiry to focus on issues that the Inquiry
envisaged to be the most relevant in
answering questions arlsing from the ToR. in
line with the scope of the Inquiry, and as set
out in the ToR, the SOI proposed to assess
competition in the grocery retail sector
according to these stated objectives.

Objective 1: The impact of the
expansion, diversification and
consolidation of national supermarket
chains on small and independent
retailers in townships, peri-urban and
rural areas and the informal economy.

Objective 2: The impact of long-term
exclusive lease agreements entered
into between property developers and
national supermarket chains, and the
role of financiers in these agrsements
on local competition in the grocery
retail sector.

Objective 3: The impact of the
dynamics of competition between local
and foreign national operated small
and independent retailers in townships,
peri-urban and rural aress and the
informal economy cn competition,

Objective 4: The impact of regulations,
including, among others, municipal
town planning and by-laws on small and
independent retailers in townships, peri-
urban and rural arcas and the informal
economy.



4.6

Objective 5: The impact of buyer
groups and buyer power of the national
retail chains on small and independent
retailers in townships, peri-urban and
rural areas and the informal economy.

Objective 6: The impact of certain
identified value chains on the operations
of small and independent retailers in
townships, peri-urban and rural areas
and the informal economy.

In conducting this Inquiry due regard was
giventoensuringthatthe processesfollowed
were both thorough and fair. The Inquiry
reached out to numerous stakeholders
operating at different levels of the grocery
retail value chain across South Africa and
received both written and oral submissions.
The stakeholders that panticipated included
the national supermarket chains, small
and independent rctailers, spaza shop
owners, FMCG suppliers, consumers,
local authorities, provincial and national
government departments, and industry
regulators. The Inquiry received more than
500 submissiens from the main parties, held
over 80 round-table discussions as well
as public hearings in the Western Cape,
KwaZulu Natal, and Gauteng. These public
hearings were supplemented with six mini-
pubiic hearings in Limpopo, Mpumalanga,
the Northern Cape, the Eastern Cape and
the North West. In addition, the Inquiry also
conducted site visits to spaza shop owners,
grocery retallers, wholesolers and other
stakeholders st a number of sites in towns
and cities where local grocery retailing
issues had been brought to its attentien,

On the basis of these submissions, the
Inquiry published its Preliminary Report on
29 May 2019 setting out its initial findings
and proposed recommendations, and
invited stakeholders to make submissions
in response, Having considered the vicws
and submissions from stzkeholders arising
from the Preliminary Repert, this report
reflects the Inquiry's final findings and
recommendztions (“the Final Report”),

The Inquiry received numerous submissions
from stakeholders in response to its

Preliminary Report These included various
national and provincial government
departments, industry regulators, industry
associations, the national supermarket
chains and emerging challenger retailers,
small and independent rewilers, buyer
groups, property owners or developers
and managers, banking institutions, FMCG
suppliers, spaza shop owners, and zcademic
rescarch institutions. These submissions
and comments added to the substantial
body of information, evidence and data
gathered in the period leading to the
publication of the Preliminary Report. The
combination of these submissions provides
the basis for the Inquiry’s final findings and
recommendations as set out in this Final
Report.

Broadly, the Inguiry found that a
combination of features in the grocery
retail sector may prevent, distort or restrict
competition. In particular, three principal
areas of concern warrant remedial action:
long-term exclusive lease agreements and
buyer power; competitiveness of small and
independent retailers; and the regulatory
landscape.

fxtricture Andtha cronih of aralvs

By way of context, the grocery retail sector
is characterised by low levels of economic
regulation and openness of markets,
The openness of the sector has enabled
the increased expansion of corporate
retailers to the displacement of small and
independent businesses. This displacement
has been further exacerbated by the ease
of entry in the informal segment, leading to
the replacement of small and independent
retailers, which were primarily family
operated and malnly serviced rural and
non-urban communities, before the boom
of shopping malls in these areas. It is within
this context that the Inquiry has considered
the competitive dynamics in the grocery
retail sector.

There are low barriers to starting survivalist
informal spaza shops. However, there are
significant challenges to building them
into thriving, competitive businesses that

AIAFNCET INGLIRY

12.

can enter the higher value segments within
grocery retail, such as tenancy in formal
shopping malls. The Inquiry believes that
there is a need to remove impediments to
the increased and effective participation of
SMMEs and operations owned by HDIs in
the grocery retall sector. Making markets
more inclusive, as anticipated by the
provisions on the purpose of the Act, not
only adc social imp but also
provides a platform for more competitive
markets, which benefit consumers.

The Inquiry considered the market structure
of the grocery retail sector, and found
that it is complex, consisting of numerous
players including manufacturers  or
suppliers of grocery retail products, buyer
groups and distributors, wholesalers,
hybrid wholesalers {i.e. wholesalers that
also have retail supermarket offerings),
national supermarket chains, speciality
stores, emerging challenger retailers,
independent retailers (formal and informal)
and consumers.

At the supplier level, there are a number of
firms who manufacture and supply various
FMCG products to different retail platforms.
These suppliers are of varying size, with a
limited number of large multi-product firms.
Similarly, the wholesale level comprises a
number of formal players such as buyer
groups and cash and carries, who primarily
supply the independent and informal
retailers such as spaza shops.

The retail level of the value chain is
segmented between the formal and
informal channels. The formal retail
segment is choracterised by the presence
of the incumbent national supermarket
chains, speciality stores and the emerging
challenger retailers, while the informal
segment mostly has an active presence of
small and independent retailers including
general dealers and spaza shops. The sale
of grocery products takes place through
both the formal and informal retail channels.
The formal channel is the larger and more
important distribution segment. Within
the formal channel, a large proportion
of grocery product sales takes place in

16.

shopping centres which are primarily
occupied by national supermarket chains as
the anchor tenants.

Following the publication of the Preliminary
Report, stakeholders submitted that in order
for the Inquiry to conduct a competition
assessmentand make findings, itmustdefine
relevant product and gecgraphic markets,
in accordance with intemational standards
and previous decisions of the Competition
Tribunal {*Tribunal"). Stakeholders also
submitted that the Inquiry was inconsistent
and contradictory in the use of its ‘market
definition’ in that in some instances it
considered a broad national grocery retail
market, and in others a narrower segment,
for formal retailers.

The Inquiry sets out below its responses
to these stakeholder submissions and
sets out 3 legal framework for the conduct
of this market inquiry and the approach
adopted in respect of market definition and
the approgriate framework to consider in
defining the grocery retail market.

All the stakeholders that raised concerns
regarding the lssue of market definition
appear to have conflated Chapter 2
and Chapter 4A of the Act An aspect
of importance in making a distinction
between the Commission embarking on
an investigation that is conducted under
Chapter 2 of the Actand conducting a market
inquiry, in terms of Chapter 4A, is noting that
the Inquiry is much more widely focused. The
former is only concerned with prohibited
conduct by an individual fim (or group of
firms) while the latter is much broader in
its reach and is concerned with features
of markets that may hinder competition,
consumer choice or effective participation,
often not ascribed to a single firm,

Section 43B of the Act, which deals with the
initiation of market inquiries, contemplates
that some notion of a market is relevantinthe
conduct of a market inquiry. However, this is
not in the context of establishing dominance
for Section 2 abuse of dominance cases.

SUAAINARY OF THE FINAL FNDINGS AND SECOMNCNDATIONS



It is important to note that the use of the word
features' in the wording of this provision
allows for a consideration and inclusion
of factors that may or may not warrant a
market defintion. By way of example, the
identification of regulatory constraints as a
feature that hinders or distorts competition
does not, inand of itself, warrant the definition
of a market in respect of that issue, It is for
this reason that the Inquiry, in its Preliminary
Report, identfied grocery retailing as the
scope for its analysis. This broad approach to
its analytical frrmework allowed the Inquiry
to engage with the issues or features within
the grocery sector that may have an impact
on competition.

It is also open for the Inquiry to define a
preduct market with certain features, even
if this product market is characterised by
numerous local markets, as is the case
in grocery retail. It is our view that where
a feature of the product market, such as
exclusive leases, repeats itself across these
local geographic markets, it is valid to
consider such a feature broadly, and not
local market by local market.

The second aspect of section 43B is that the
basis for the Commission to embark on a
market inquiry is to achieve the purposes of
the Act which are more broadly defined than
pure price competitian. This is of relevance
to this Inquiry in general, and exclusive leases
in particular. The purposes of the Act are
alsc emphasized in the preamble to the Act
which states that the Act exists to "provide for
markets in which consumers have access to,
and can freely scloct, the quality and variety
of goods and services thay desine”

A market inquiry investigating market
features which impact on the purposes of
the Act clearly is broader in scope than
simply abuse of dominance provisions under
section 2. Even within a marketinquiry, certain
market feotures may be assessed from the
perspective of multiple purposes of the Act,
For instance, exclusive leases may be viewed
from a hindering of competition perspective
{noting this is a lesser test to those in section
2 of the Act), a consumer choice perspective
and a participation of SMMEs and historically

disadvantaged individuals' perspective. It
is thus the view of the Inquiry, that for the
legislature not only to employ different
tests, but also to distinguish the nature of
the conduct that these two processes are
concerned with, points to the clear intention
by the legislature to have these processes
distinguished from each other.

The Inquiry believes that the point of defining
markets is to allow for the identification of
competitive constraints on specific firms,
and to be able to estimate the size and
position of 3 firm in a specific market. The
market definition process Is essentially an
analytical tool which assists in identifying
these constraints and thus is used where
appropriate. The Inquiry further believes
that what is more telling in the conduct of
2 competition analysis is the presence and
level of competitive constraints that firms
face. Developments in economic literature
show that in instances of differentiated
product and service markets, such as we
have in retail markets, a strict and traditional
approach to market definition is not always
possible due to the difficulty of determining
how dose a potential substitute must be in
order to be included in the market.

Research and legal precedent show that the
broad grocery retail market is differentiated
between supermarkets and convenience
shopping which are differentiated by the
type of shopping expedition they primarily
seek to service or target, and which is
reflected in the size, and range of products
on offer. These are not necessarily perfect
market boundaries and there will ke a
competitive overlap between the two, Large
supermarkets, which are mainly in malls, may
still be conveniently located, anc shopping
malls in general also attract daily shoppers.
Convenience stores come in various sizos,
with some having a fairly extensive range
that caters for a lacger weekly shop. Similarly,
large weekly shopping may obviate the need
for some top up convenience shopping, and
competitive convenience store pricing may
result in some items falling off the weekly list

Alongside these two broad types are
the specialist stores. These stores stock

FIE AL MARKET INQUHRY

2 single product range but typically with
complementary products. These specialist
stores will also interact competitively with
the supermarket and convenience stores in
various ways.

The Inquiry believes that what is most
relevant is that there is likely to be a greater
closeness of competition between stores
located within the same shopping mall for
the same product lines. Itis lessinconvenient
for a consumer to purchase some products
at one store then move to another store in
the same mall for some additional items,
than the altemative of visiting numerous
different locations. In the same way, shops
within 2 strip mall would also compete more
closely if they sold the same product The
rationale here is also convenience.

This conclusion has relevance to both
grocery competition and to the interaction
with speciality stores. The use of exclusivity
provisions to keep out specialist stores which
only compete with certain product lines, is a
recognition that supermarkets do interact
competitively with these in a mall and would
impact on sales of their own product lines.
In censidering the importance of shopping
malls as destinations for consumers,
access to such malls also impacts on other
objectives of the Act such as participation in
the economy.

From a geographic market perspective,
the most common approach is to consider
localised markets because consumers
tend to shop within the vicinity of where
they live or work, or on the route to and
from work. This focus is reinforced by the
fact that shopping malls and strip malls
consider the catchment area around their
location when determining what their likely
footfall will be. However, as much as there
is product differentistion, there is also
spatial differentiation which impacts on the
closeness of competition and competitive
constraints imposed by different outlets,

The local nature of markets does not
eliminate the fact that there are several
competitive variables which may be set
nationally due to head office purchasing
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ceals, For example, products may be listed
nationally, have common retail prices
within the supermarket groups, and have
coordinated promotions due to national
advertising policy. However, some (if not
most) aspects of competition are also
determined locally. The size of the store, its
product range, local promotions and range
selection, and store layout are ali likely to be
impacted by local competition dynamics.
While these may not always relate to price
(except through promotions), they go to
other demand-related variables which affect
consumer wellare such as product range,
variety and innovation, as well as the overall
shopping experience.

The Inquiry is of the view that both local and
national competition is impartant. While
many aspects of grocery retailing markets
may be localised, the nature of the issues
under consideration (such as exclusive
leases and buyer power) are replicated
across the country and thus create a
national phenomenon which provides 2
further reason for the Inquiry’s assessment
to be conducted on the basis of the broader
retailing of grocery products, taking into
account the possible narrower markets that
may exist. The adoption of such a broad
approachtoits 1t, has also allowed
the Inquiry to assess the multifaceted
nature of the competition dynamics that
underscore the issues raised in the ToRs.

Marker concantation

Following the publication of the Preliminary
Report, the naticnal supermarket chains
submitted that the Inquiry had over-
estimated their market shares and the
resultant levels of concentration in the
grocery retaifing sector, They attributed this
mistake to the inclusion of revenue realised
from the sales of non-grocery products and
out of country sales.

The Inquiry accepted the submissions by
the national supermarket chains and revised
its concentration ratio estimate for grocery
retailing. It is important to note that, as in
the Preliminary Report, the concentration
ratio estimate relied upon by the Inquiry
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only censidered the farmal grocery retail
sagment, including specialist  stores,
Inforraal stores are rightly excluded as they
do not exert a strong competitive constraint
on supermarket chains. Whare there is
competitive Interaction, it Is asymmetric,
namely supermarkets on spaza shops. In
this regard, the Inguiry maintains ils view
that the grocery relail sector is characterised
by high levels of concentration, with the top
five retailers accounting for approximately
64% of the market.

The levels of concenwation in the formai
retail ¢channal are reinforced by the high
levels of barriers to entry that seem 10 exist
at this level of the value chain. it is commen
cause that entry 3t this level requires the
acauisition of land and bulldings which
necessitates significant capital expenditure,
the realisavon of significamt ecenomiss
of scale and scope, the establishment of
an extensive distribution network in order
to be competitive, and compliance with
siringent regulatory requirements in order
10 remain operational. The Inquiry also finds
that the formal segment is characterised by
high barriers to entry and expansion at the
supplier level of the value chain.

The Inquiry established that the national
supermarket chains are vertically integrated
in that they act 2 both distributor and
ratailer of groceries. This vertical integration
appears to confer some competitive
adventage as there is recognition that
such strategies yleld efficiencies in the
distiibution  system  and  savings  for
suppliers. This vertical integration does not
appear uniqus te the national supermerkat
chains as some Buyer groups have alwo
sdopted this strategy and established their
own cenmral distribution centres while some
of the buyer groups have members wha
252 own distribution cantres

The sbove entry and competitive conditions
are applicable to all players that are active in
the formal reail channel.

1t is the view of the Inquiry that the market
structure of the grocery retail sector
crestes a coaducive environment for 3
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significantly altered bargaining framework
between the national suparmarket chains
and their suppliers {whether suppliers of
FMCG products or propernty developers),
This sltered bargaining framework leads
to distortions in cempotition batwesn the
nstional suparmarket chains, emerging
challenger retailers, specialist  stores
and those firms that are serviced by
the wholesalers and buyer groups, ie.
indepandent stores and spaza sheps.

Fram @ customer perspecrive, the
purchasing decisions (underpinned by
demand-side consideratians) made by
consumers across LSM groups tend to
be |nformed by the same factors, namely
price, svaitabifity, cenvenience and quality.
Low incoma housshelds, for example,
appear to rely on both snaza shops and
the national supermarket c<hains for
their grocery needs. For customears that
reside in nan-urban areas, the national
supermarket chains and spazs shops serve
a useful substitutable and compliementary
purpose. it seems that consumers shop at
spaza shops {whers they generally spend
tass than 40% of their budget) lor the
convenience of location and trading hours,
mostly for day-ta-day items, whilst they
shop atthe nationsi supermarket chains for
weakly and monthly shopping where price,
variaty, guality and packaging size mater.
In non-urban areas, spaza shops serve 3
useful convenience role (akin to thet of
convenience steres in tie garapes locatad
in the urbwn areas).

This consumopr dynamic is  expacied,
given that there is acknowledgement that
asymmietrical compettion dynamics exist
between large national supermarket chaing
and independent grocery retailars in the
informal retail chanael, Consumers may find
that large national supermarket chaine are
substittesfor indapendent gracery retail
under cerzain conditions, particuiady where
a large national suparmarket chainis able to
sarvice the convenience aspact thet spaza
shops have traditionaliy filied,

We now tum to the findings of the Inguiry in
light of its ohjectives.
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Long-term exclusive lease agreements, buyer
power and their distortions on competition
between grocery retaiiers

39.

First, when viewed within @ bargaining
framework, there appears to be a sustained
pattem of behaviour by the national
supermarket chains and their counterparts
{whether prooerty evalopers or suppliers
of FMCG products)that:

391  enables or resuls in the exercise

of market power by the national
supermarket chaing to the exclusion of
smaller, independent stores as well as
emerging challenger retaflers such as
O8C, Choppiles, Frult and Veg and Food
Lovers Market; and

392 creates 3 conducive environment for

40.

the exercise of buyer powes, with its
concomitant distortion of competition
between the national supermarket
chains, wholesalers and indesendent
r2i24ars,

This pattern is demonstrated in long-term
exclusive leases in shopping centres and
the payment of rebates by supgliars to the
national supermarket chains, both of which
have the eflect of.

461 ruinforcing the lavels of concentration in

the formal metail segment;

402  entrenching incumbency by the national

suparmarket chaing; and

40,3  ralsing barriers to entry for small and

47,

independertretailzrs and thus removing
a crucial element lor competition in the
retail ecosystum.

Cumulatively, the distontions to cempatition

~ariming from this pattern have resulted in

restricted consumer choige.

The impact of long-tenn exclusive leose
agresments on competition in the grocery retail
sector

42.

The bargaining power possessed by the
national superrnarket chains las anchar
tenants} manifests itself in the requirement
{or oxclusivity in lease agreements. While

45

some of the national suoermarket chains
slleged that the financiers of propeny
davelopments required such exclusivity, the
incuiry established that this is not the case.

The inquiry established that financiers
typically require proparty developers to
secure natignal supermarket chzins &s
anchor tenants that will remain operational
in the development for the duration of the
ican repaymant perind, which is usually ten
years, before they are willing to finance a
devalopmient.

The Inquiry finds that national supermarket
chains (8s anchor tenants) took advantage
of this requirement by requiring exdusivity,
claiming that this s to protea their
investment and compensate them for
actepting the rsk of paying rent for ten
years, irrespective of the suecess of the mall.

The Inquiry cstablished that thece is a sattern
of sustained use of langterm exclusive lease
agreements by the natonal supermarket
chains in shopping cenires across South
Africa. The pawern of these longterm
axclusive lesse sgreements appears to
have persisted over fong periods with the
initizf lease period being generally 10 years.
When regard is given 1o the renewal clauses
in thase isaze sgreemerts, some of thase
contracts could andure for &t least 30 years,

The Inguiry finds shat given the high levals
of concentration in the formal retail channel,
primarily through national supermarket
choins, the foreciosure eflects that aiise as
a rasult are sigrificant. Whilst the historic
focus of the effoct of exciusive feases was an
competition between the national chains,
the Inquiry has focused on the effact of such
leases on the entry and axpansion of smaller
challepger retail chains and indapendent
stares, including speciafist retilers. The
Inquiry has found that exclusive leases have
substantially hindered the ememonce of
challenger rowil chains to the main four
national retallers and has also served to
prevent economic parucipation by small
independent retailers, including specialist
retallers.

SUMMARY OF THE *RNAL FINDINGS AND RECOMMENDATIONS
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The Inquiry established that the vast
majority of Shoprite and Spar leases, and
a majority of Pick n Pay leases, contain
exclusivity  provisions.  Woolworths
leases do not contain explicit exclusivity
provisions but have provisions which
impact on letting @nd usage. The
Inquiry finds that clauses which simply
provide a limited exclusion on the zane
area around the tenant in respect of
certain businesses which pose a risk of
undermining the maintenance of health
and safety standards of a tenant are not
objectionable. These clauses do not
restrict the entry of competing rivals in
shopping centres nor do they dictate
where in the shopping centre a rival tenant
can operate their business. However, the
Inquiry is of the view that these clauses
must have an objective justification and
must be reasonably relsted to such
justifications.

A number of small independent retailers
and the emerging challenger retailers
provided evidence of their inability to
access shopping centres across the country
as a result of the long-term exclusive lease
agreements, Property devclopers  also
affirmed that these long-term exclusive
lcase agreements prevent the would-
be entrants from entering the shopping
centre environment in competition with the
national supermarket chains,

Much has been made, by the national
supermarket chains, of the fact that the
emerging challenger retailers or small
specialist stores could and are able to
grow outside of the shopping centre
environment. The Inquiry also established
that these emerging challenger retailers
and independent stores have been forced
to seek alternative avenues in order 1o
compete in the grocery retail sector.
The Inquiry finds it conceming that their
growth and competitive ability has been
substantially limited because of exclusion
from the shopping malls, Notably, the
Inquiry established that consumers
generzlly spend a significant portion of their
grocery expenditure in shopping centres
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and that small and independent retailers
and the emerging challenger retailers are
deprived of this custom as a result of being
excluded from shopping centres.

The Inquiry is concerned that the observed
pattern of the use of long-term exclusive
lease agreements serves to sustain and
entrench incumbency and the current
levels of concentration in the grocery retail
sector. In essence, the current exclusive
leases prevent emerging chains from
developing to the point where they can
suitably play the anchor tenant role in new
developments, which means that the same
four retail chains are the only candidates,
thereby perpetuating and entrenching
their cumulatively dominant position.
Furthermore, given the slightly different
LSM or consumer targeting of these chains,
there would typically only be a few that
might be appropriate for any single new
development given location and target
market.

The Inquiry finds that the distortion of
competition arising from the use of
exclusive long-term lease agreements are
also aided and abetted by the presence of
usage clauses stipulating the purpose of the
space that is being leased and limntations
on the landlord's right of letting the rental
space. The Inquiry established that the
usage clauses essentially stipulate not only
current business activities but also those
the nationsl supermarket chains could
potentially engage in atthe shopping cantre
in future such as sale and hire of video
recorders and accessories, electronics and
communications.

The Inquiry finds that this conduct is akin
to the national supermarket chains carving
out potential product markets that they may
wish to enter in the future without explicitly
prohibiting property developers from
leasing out rental space to suppliers of these
particular products, The Inquiry was provided
with evidence of instances where retailers in
these carved owt potential product markets
would be allowed to operate in the shopping
centre environment. However, their tenancy
would be immediately terminated by the
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property developers once the national
supermarket chain decided to expand into
these carved out product markets. Some
of the limitations to the landlord's right to
let included the requirement that property
developers must consult the national
supermarket chains on the tenant mix and
any future developmants. The usage clauses
further stipulate the location and size of
potentially competing stores that could be
allowed in a shopping centre,

The national suparmarket chains provided
a number of reasons in justification of long-
term exclusive lease agreements. These
justifications ranged from the view that
exclusivity is aimed at compensating the
national supermarket chains for having
committed to a long-term agreement with
its concomitant risk factors, to compensation
for the investments made.

54. The Inquiry finds that the justifications

provided by the national supermarket
chains are not compelling. Although
historically the national supermarket chains
did not possess sufficient information and
the tools to gauge the cconomic viability
of the areas which they were entering and
thus relied on exclusivity as a means of
protecting themselves, this is no longer the
case. With the proliferation of information
and the sophistication of research tools,
national supermarket chains are able 10
assess realistically the viability of opening
a store In a panicular location. Evidence
before the Inquiry indicated that a detailed
and intensive viability assessment is made
by these mational supermarket chains before
entering into a lease agreement. Further,
risk is also reduced for these chains through
negotiating low rental rates and transferring
more of the development costs onto other
tenants, thereby reducing the need for
exclusivity clauses. Most importantly, all
busi take on ir ntrisk as part of
doing business and the ability of the national
retail chains to transfer this risk to property
developers and other tenants simply reflects
their considerable market power. Other
tenants are not able to mitigate such risks in
the same manner.
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The Inquiry received evidence of instances
in which the naticnal supermarket chains
waived exclusivity provisions in order to
allow competitors (including ather national
supermarket chains, speciality stores and in
limited instances, the emerging challenger
retailers) to access shopping centres,
Whilst some national suparmarket chains
are becoming more lenient regarding the
enforcement of exclusivity against small
and specialist stores, the Inquiry remains
concerned that they still require limitations
on the size of these competing line tenants.
The Inquiry finds that the restrictions
on size have the effect that line tenants
cannot effectively compete and grow their
businesses beyond the required floor space
imposed by the landlords at the behest of
the national supermarket chains,

Similarly, while in some large shopping
centres there has been a relaxation of the
enforcement of exclusivity provisions, such
that competing anchor tcnants may be
present, there is very limited evidence of
the emerging challenger retailers such as
OBC, Fruit and Veg City, Liquor City and
Choppies, being allowed to enter shopping
centres, This may be because they lack the
negotiating power to forca entry into larger
malls in competition with the anchor tenant,
ar a more deliberate strategy by the cument
dominant chains to keep such emerging
challenger retailers by denying them
entry specifically. Entry by these emerging
challenger retailers into the formal grocery
retail sector has largely been outside
shopping centres, though very few, such as
Food Lovers Market and Fruit and Veg City,
have entered the shopping centres. The
Inquiry finds that this conduct effectively
maintains the incumbency of the national
supermarket chains in the shopping centres
and retail supermarket trade more generally
given the importance of shopping cantres
for consumer shopping expeditions.

The national supermarket chains tendered
undertakings to the Inquiry proposing
to walve the enforcement of exclusivity
provisions in their lease agreements.
These waivers had conditions ranging from

BUMMARY G- ThE FINAL FINDINGS AND RECOMMENDATIONS



59.

the type of products sold (in the case of
speciality stores) to the size (both in terms
of revenue 2nd lease space) and location of
the potential compatitors. The Inquiry found
#t challenging to establish a consensus
between the national supermarket chains in
respect of the conditionalities for the waiver
of exclusivity provisions.

In summary, the Inquiry finds that the
pattern of the sustained use of exclusive
long-term contracts has not only restricted
competition and given rise to consumer
harm, but that it also violates the purpose
of the Act which seek, amongst others,
to ensure that small and medium sized
enterprises are afforded an equitable
opportunity to participate in the economy.
The Inquiry is particularly concerned that
these practices have effectively excluded
widespread participation in the retail sector
where barriers to entry should be low, thus
fundamentally undermining the objectives
of the Act and broader national economic
policies aimed at facllitating transformation
and economic inclusion.

Tne Inquiry was made aware of alicgations
that line tenants are not only affected by
exclusive lease agreement clauses but
by other terms enforced by property
developers such as high rental costs. It was
argued that property developers are forced
totransfer cests formanaging the shopping
centre onto the line tenants to appease the
requirements of the anchor tenants for low
rental rates. The Inquiry is concerned that
the higher cost of rental for the smaller
tenants limits their ability to effectively
compete ard to grow their businesses.
This constraint applies to existing tenants
that are not direct competitors to the
national retail chains due to the exclusive
leases but would also apply to smaller
specialist stores or challenger chains in
the event that they gain entry in future. The
Inquiry is therefore concerned that simply
eliminating exclusive leases may still not
achieve greater jevels of competition and
economic participation if these businesses
are faced with high rental costs relative to
the national chains.

60. The Inquiry finds that this conduct is
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generally widespread as part of the
business model in the retail property lessing
environment. The practice is premised on
a number of justifications provided by the
property developers which include market
forces; size and position of the unit to be let;
visibility of the unit to be let; footfall Tikely
to be created by the tenant; depth of the
store; the cost of installing the tenant; and
trading densities. The Inguiry notes that the
bargaining dynamics between landlords
and the national supermarket chains
do appear to have an influence on the
differential treatment accorded to different
customer groupings. The Inquiry finds that
this conduct is akin to the waterbed effect.

lod,

The Inquiry ack iges the complexity
sssociated with the determination of
applicable rental rates to different types of
customers. Itis for this reason that the Inquiry
does not make any recommendations in this
regard, However, the Inquiry is cognizant of
the need to ensure that there is balanced
treatment of tenants, premised on the
principies of faimess and transparency.

and iy impact on csmpiition

ry rotail seerpr

62. The Inquiry finds that the presence of

buyer groups in the grocery retail sector
has beneficial competition outcomes
for members (generally traditional and
hybrid wholesalers as well as independent
grocery retallers), who largely operate
in the informal retall trade segment. In
particular, buyer groups enable wholesalers
and independent retailers that lack
scale economies to be able to poo! their
purchesing power in bargaining with
suppliers of FMCG. The Inquiry established
that buyer groups play a pivotal role
in improving the competitiveness of
wholesalers and independent retailers.

63. I is against this finding that the Inquiry

assessed the bargaining dynamics between
the supplicrs of FMCG and the national
supermarket chains as well as the buyer
groups. The Inquiry sought to determine
whether the exercise of buyer power by

JERY RETAL MARKE T INGUIRY

65,

66.

SUMMARY OF THE FNAL FINDNGE AND RECOMMENDATONS

the natianal supermarket chains, relative
to that of buyer groups and wholesalers
serving smaller retailers, had an effect on
competition at the grocery retail level of the
value chain.

The Inquiry finds that the structure
of the formal grocery retail segment
is characterised by factors that are
conducive to the existence of an unequal
bargaining framework between the
national supermarket chains and suppliers,
especially relative to wholesalers and buyer
groups. The Inquiry established that the
national supermarket chains are a critical
route to market for the suppliers of FMCG
products, based both on revenue and
volume contributions. With few exceptions,
there was evidence of the Inability of FMCG
suppliers o walk away from negotiations
with national supermarket chains and
the rigidity of trading terms, particularly
related to the composition and quantum
of the terms. The national supermarket
chains are sble to extract more favourable
trading terms than customers in the informal
segment.

The findings of the Inquiry suggest that in
soma instances there is no clear rationale to
explain the difference in the quantum of the
rebates peid to the national supermarket
chains end to those obtained by those
customers in the informal segment, other
than simply differential buyer power. In
some instances, even where the national
supermarket chains were not the largest
customers, they were still able to extract
better and more favourable trading terms
than buyer groups, who were the larger
customers. This differential treatment is
indicative of the exercise of buyer power.

In particular, the nationai retail chains
have moved to demanding rebates to
cover the costs of certain retail store leve!
actvities, such as merchandising, store
openings and refurbishment, advertising
and promotion, access to shelf space
and category management. The primary
discriminatory effect of these rebates
is that they are by their very nature not
made avzilable to wholesalers and buying
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groups servicing the independent retailers,
because the wholesalers do not serve
the retail store function given their lack of
vertical integration. The implication is that
independent retailers, which also incur these
self-same costs, do not benefit from similar
rebate categories and, therefore, are placed
at a material and competitive disadvantage
to the national supermarket chains.

The Inquiry is thus of the view that these
rebates are more favourably offered to the
national supermarket chains, which, as a
result reduces, their costs of offering FMCG
products, maintains their market positions
and provides an unfair competitive
advantage over the independent retailers.
The costs of the independent retailers,
owing to their lack of vertical integration
with wholesalers, are not reduced to the
same extent. The independent retailers
incur all of these costs with no rebates,
even in instances where they qualify for the
rebates as they conduct the same activities
of ultimately placing products on shelf.
This ultimately impedes these independent
ilers’ ability to compete and grow.

Furthermore, whilst some of these rebates
paid by FMCG suppliers appeared to be
underpinned by productive efficiencies (as
in the case of distribution allowances), there
were some which did not appear to have
any efficiency or beneficial justification,
they were simply a refiection of buyer
power by the national chains. Further, the
Inquiry found mixed evidence about the
pass-through of rebates to the final prices
paid by consumers. This is particularly
concerning since some suppliers factor in
the cost of these rebates to the price paid
by the national supermarket chains for the
products. This could potentially have a price-
raising effect on the cost of products to the
detriment of consumer welfare where such
rebates are not passed through. Further,
there is a lack of transparency regarding
back-end margins.

The Inquiry has concluded that cumulatively,
the grocery retail sector possesses features
and characteristics that are conducive to
the exercise of buyer power. The indicative
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evidence obtained through the rebate
analysls attests to the excrcise of such pawer
to. the detriment of Independent retallers
and srnatler metail cheins, and poteatially
2iso to consumers.

Following further engagemants  with
stakeholders, the Inquiry did not recelve any
evidence that challenced the axistence of
buyer power by the national supermarket
chains. However, the inquiry noted the
Justifications proffered for the difference in
tresiment batween the national supermarker
chains and other customer segments
such  wholesalers  and  indepandent
fetailers, namely, the provision of efficient
digtribution sanvices and valuable dats on
end-consumer purchases which suppliers
canuse 1o Improve their business sirategies,
Y¥vholosalers and indepandent retallers wore
said to be unablato offer thesa services due
tatheirlackofvertical integration. The Incuiry
2lso raceived submissions, particularly from
the suppliers of FMCG products, indicating
that there i & recognition of the need for

- a mure balanced trestment of the different

customar segmants,

The nauiry engaged with stakeholdars
discuss possivle reccmmendutions (¢ deal
with those instences of unreasonable and
uniusthied differantial treatment. The Inquiry
decidad thata ende ef condust premisad on
the principles of faimess and transparency
wonid be an appropriste and proportionate
means of addressing the concerns raised,

While the sunpliers of FMCG had differing
views regarding what should be contained
within such 3 code, and 1o whom it should
anply, the Inqulry found that, in the main,
suppliers supponted the principles of
farmess and transparency.

The Inguiry Fas noted the direet antry and
diversification of Shoprite under its "Usave
e-Kast” brand nto the spaza shop segment.
Given the sv.dence and discussion of the
buyer power possessed by the national
supermarket chains, the Inquiry finds such
direst entry and compettion to spaza
shops to be very conceming. Given the
asymmigtric compatitics that axists betwaen
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the netionsl siparmarket chaing and spazn
shops, as well as the massive buyer powsr
held by these rowilirs, such enuy and
diversification, if ollowed, can anly have the
effact of obliterating ordinary spazs shops.
This conduct warranis action by policy
makers.

The Inquiy received submissions that
indicate hovithe highlevels of concentration
in the formsl gmeery remil sector and
the position of the aational supermarket
chains In the grocary velue chain have
created  disadventages  for  smaller
suppliers {emergont, black and smatholder
producers), and effectively acts 1o exdude
these smaller producers from the sgro-fovd
value chain. The Inguiry received exdence
indigating that the bayer powar of national
suparmarket chaing, exercised in the context
of rebates, externalises the risks of netional
supermarkat chalng and passes them up the
va'ue chain towards farmers and producars
and aleo limits the ability of smatler suppliers
o access shell space in the formal retail
segment, 35 these smaller suppliats cannat
afford the rebatas reguined.

Same small suppliers beleve that access
inte the formal retail channel can be
promoted through supplier development
funds. The Inquiry was made aware of
tha difficultes faced by smal! supplers
in terms of qusifying for the emisting
supplier development programmes and
substantively benefiting from tham,

The Inauiry notes that concern over unfair
trading conditions in the food value chain, as
woll as the impsct on prices paid to smaller
and historically disadvantaged suppliers,
has culminated in an amendment 1o the Ax
in the form of (3 new) section 8(4) direciad
spaecifically at the abuse of buyer power by
dominant firms in designated sectars.

The Inguiry alzo notes that the nations!
supermarket chamns recognise the nead
to ansure and 10 increase access by
smigllar suppliars to shelf space in the
formal retail segment. Each of the nesional
supermarkes chains have established a
supplier  development programme  in

MATKET INCUIRY

which they have invested funds towards the
development of a diversified supply base.
This action is commendable and ought
be devaloped furthar in order to optimise
the gaine to competition that arise.

Shifts in the competitive landscape and the impact
on smali and independent ratailers

8.
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Tre Inquiry notes that spaza shops and
indepandent retailers in peri-urban arcas
developed at a point in time where, as 3
sasult of the apartheid regime's spatisl
policies and construction of the economis
landscape, there was no close comporitan
whother from national supermarket chains
or foreign nztionals in the Immadiate vicinity
Since 1994, this ecenomic landscape has
changed dramaticaily,

The Inguiry has found that the entry of the

national supermarket chains into tewsnship
areas haa shifted the competitive landscape
in those areas. The abserver dacline or exit
of spaza shops and indapendant retaders,
aspecially in the rural towns, cen parly be
attributed to this change. The Inquiry alse
finds that 3s spaza shops and independent
rataiiors in townships were grappling with
this changing compstitive dynamic, thare
was, simultaneously, increasing campatitive

. prassire from foreign-owned spaza shops

that have displaced, in some casas, localk
owned spaza shops.

Tha Inquiry found thal spaza shops and
indenendent retaifers serve & critical role
in the grocery rtail ecosystem, particularly
{or those rasiding in per- and non-urban
areas, Despite the lower prices offered
by suparmarket chaine, spaza shops wifer
convanience in terms of longer trading
hours, proximity of locstion and products in
smallar quanities making them affordable
to poor cansumers who could not alferd 10
purchase bulk products from supermarket
chains. This conveniznce role is akin to the
smaller convenience stores of the national
chains and petrol station forecourts that have
aroilergiec in weslthier ar2as, As 8 resull,
there continues 1o ba 3 role for spaza shops
despite the enty of suponnarket chains into
these ped-uraan and non-urban areas.

81.

Further, and must impertantly, the Inguiry
has concluded that spaza shops and
independent ratailers are a3 crucisl too! for
the malisation of the objectives of the Act.
Specifically, spazs shops and independent
retsil operatiuns are pant of the suite of
avenues available for the achieverment
of broader and Inclusive economic
participation given the lower antry barriers
into these types of businesses, for example,
offering the potential to build onc's own
business and accurnulate capital rather than
simply engage in salaried employment.

The inguiry believes that the entry of national
supermerket chains into townships and rural
areas has had both negative and positive
eliecie. From a consumer perspective, thelr
entry has provided closer proximity to the
source of weekly and monthly shopping
acttvities and offered the range and lower
prcing of largar supermarket chains,
Historically consumers from township areas
would have wavelled grester distaaces o
froquent these chzins, Incurring groater
costs interms of time and tanspont.

From a small and indepeadent businass
perspactive, the evidence is often mixud
The more conveniont location of the
matinnal supermarket chains means that
some convenionce shopping which would
have accurred at the spazs shops has now
shifted to tho larger retail chains, negarively
sffacting the spaza shops, The Innuiry
establishad that, overall, there has been 2
decling in the number of small independant
grocery retsiless operating In non-urban
areas following the entty of national
supermarket chains. However, the shaner
shapgping hours, a single location on the
periphery of the per-urban araas and big
box femrat means that these supemmarket
chaine have not displazed all convariencs
shopping. especially for smaller daily tap-
up shopping by commuters that may leave
and return outeide of shopeing hours o for
thosa located further from the supermarket
store.

This shift in the competitive landscape has
racquirad that locsl spaza shops respond
by adapting their own business models



85,

B6.

87

and even locations within peri-urban areas
in order to continue to be relevant to
consumers in those areas. This adaption
may include longer opening heurs or a
change in products stocked in order to fulfil
the convenience role more appropriately,
Location has also become more important.
it may involve moving further from the new
supermarket location, a'though the Inquiry
also found that those spaza shops and
independent retailers that are |located closer
to the shopping centres have sometimes
benefitted from the increased foot traffic in
the area.

The challenges for local spaza shops from
a changed competitive environment due
to large supermarket chains entering
peri-urban areas are compounded by the
additional challenge of new entry by foreign
nationals into these same areas. The Inquiry
foundthatlocal spaza shopsface competition
from a growing rumber of foreign-owned
spaza shops and independent retailers that
are generslly perceived by consumers to
be cheaper than most local-owned spaza
shops. As a result, foreign-owned spaza
shops often pedform better in comparison
to local-owned small businesses, especially
in the context of the broadening footprint of
national supermarket chain stores in areas
where changes to business models are
required.

The Inquiry found that there are numeraus
factors that are perceived to contribute to
the success of foreign-owned spaza shops,
based on consumer surveys, targeted
engagements and public forum discussions.
These factors included efficiencles in the
procurement of goods from cooperative
arrangemens  (both  horizontal  and
vertical), greater convenience through
longer trading hours, stock diversity and
product packaging, but also greater price
competition from trading in counterfeit
goods.

Tha Incuiry established that foreign-ownec
spaza shops and indepencent retailers
in many instances employ horizontal
{operational ties) and vertical (spaza
shops linked to wholesalers) co-operative

88.

B89.

strategies to compete, At a horizontal level,
the Inguiry estsblished that separate but
allied retzil outlets share opportunities for
bulk purchasing and synergizing deliveries
as well maintaining ‘'multiple retail outlets’
under central control. From a vertical
perspective, the Inquiry found that foreign-
owned spaza shops may in some cascs
be linked to specific wholesalers, some of
which are also foreign-owned, providing
these spaza shops with the opportunity
for preferential pricing. In contrast, most
local-owned spaza shops and small grocery
retailers are family owned and operate
on 3 standalone basis. This approsch to
conducting business not only inhibits local-
owned businesses from raising capita!
for expansion but elso deprives them of
the ability to realise economies of scale in
raspect of purchasing and transport costs.

In relation to stock diversity, product choice
and packaging, the Inquiry found that
foreign owned spaza shops offer customers
a wider variety of products and volumes
whilstlocal spaza shop cwners admitted that
their shops have less stock in comparison.
This means that local-owned spaza shops
are not able to fully cater to the demand
from customers compared to the foreign-
owned spaza shops.

The Inquiry found that trade in counterfeit
goods confers some form of price advantage
to those that engage in the sale of such
goeds. There are also broader negative
ramifications for the fiscus in terms of lost
tax revenue and the increased burden thatis
likely 1o be placed on the public healthcare
sector. The inguiry found that while
local-owned spaza shops also traded in
counterfeit products, the sale of such goods
appeared to be more prevalent in foreign-
owned spaza shops. This unfair competitive
advantage was also confirmed by the
observed trends in consumer preferences
as they appear to prefer foreign-owned
spazs shops due to, amongst others, lower
prices.

Having regard to the emerging competitive
pressures, from both the national
supermarket chains and foreign nationals,

THOCTY RETAL BAATRKET INQUIRY

faced by small and independent retailers,
the Inquiry noted that local spaza shops
and independent retailers have struggled
to adapt to these changes in competition
dynamics. The Inquiry found that the
challenges facing spaza shops in particular,
and which are said to have contributed
to their difficulty to adapt to changes in
competition, include:

90.1  aninability to tap into the economies of

scale and scope in procurement offered
by buyer groups and larger wholesalers
due to the smaller and informal nature
of these romilers, relative to even
independent retsil stores that make
use of buyer groups, and 3 lack of co-
operation amongst locally-owned spaza
shops which prevents them from taking
advantage of the opportunities for bulk
buying at more competitive prices;

90.2  an inability to tap into credit markets

due to again the small and informat
nature of these businesses. There is
typically 3 lack of verifiable performance
information and systems in place which
result in information asymmetries
with all potential providers of credit,
thereby limiting the ability to ensure
greater stock levels and variety to
meet the convenience requirements of
customers, which is reinforced by the
lack of social netwarks of cooperation;

90.3 the need for greater levels of

1.
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professionalisation  and  improved
business management  skills  in
the context of more sophisticated
competitors entering these areas of
operation, and the need to adapt the
businesses to such competition.

In addition, the Inguiry found that the
regulatory environment is nat conducive to
supporting the sustainable competitiveness
of small and independent retailers, in
competition to supermarket chains, and in
many cases, actively undermines their ability
to respond to the changing competitive
envircnment.

92. The Inquiry found that local authorities

93.

94.

95.

impose restrictive apartheid-era trading
times that are at odds with the convenience
role that spaza shops and independent
traders are best positioned to play. This is
especially important in the context of the
entry of supermarket chains as the spaza
shops need to position themselves firmly as
convenience options in order to survive and
thrive. It also creates an asymmetry between
those shops willing to ignore the trading
hours and to pay enforcement officials to
ignore the lack of compliance. Such shops
are able to gain an advantage in senvicing
consumer demand to the detriment of those
that do comply, which also undermines their
transition from informal to formal enterprises.

Similarly, in relation to liquor regulation, the
Inquiry found differential treatment of smail
and independent traders and the national
supermarket chains that are licensed
with longer trading hours. This difference
enablos the national supermarket chains to
be able to service demand in those oeriods
in which the small and independent traders
are not able to trade, conferring upon the
national supermarkets a level of campetitive
advantage.

In addition, the Inquiry found that the
regulatory processes for trading are
burdensome for small traders, particularly
in relation to zoning and land use. The
Inquiry found that the cost and time
constraints associsted with rezoning of
property, depending on the location of
the land, are onerous for micro-enterprises
and could have a negatve impact on
potential entrepreneurs. This is especiaily
so in a context where shop owners may
need to relocate in responsa to the antry of
supermarket chains and would require new
sites zoned for business use.

More generally on zoning and trading
hours, submissions were mzde that
some municipalities used these lzws to
push out informal traders in favour of the
national supermarket chains and formal
independent stores because these stores
contribute to municipal taxes. However, the
Inquiry notes that the informal businesses



also

contribute to municipal development

and the welfsre of their residents In terms of
providing economic participation for their
awnars and convenient shopping for their
customers. In addition, these businesses can

anly

be developed Imo formal tax-paying

operations {i they are provided vith the
necessary support from municipalities.

Recommendad remapddial action

96, The

Ingulry secommends & nember of

ramedial actions designed to recily the
identified festures that have the effect of
praveating and distoting compettion in
the grocery fetail sector and inhibiting the
eficctive partidpation of Seuth African spaza
shops and independent rotailors inthis sector.

97 Bipadiy, the required actions require @
sulte of interventions Including (i} changes
in flm behaviour in order to amefiorste
the distortions in competition in relaton to

lang

“term excdusive lease agreements and

wuyer powar; {ii} support machanisms to
polster the sustainable competitiveness of

smal
mod

| and indesendent retailers; and
arnisation of the regulatory landscape

in order 1o crogte 2 conducive environment
for the optimal functioning of competiton.

98. The Inguiry recommends that a5 of the date
of publication of this Finai Repoert:

Long-tors

98.1

28.1.1

98.1.2

exciusive lsase agraements

National supemmarket chains miust, with
immediate effect, cease from enlorcing
exclusivity. provisions, or provisions that
have asubstantially similar effect, in their
lease agreaments against:

SMME'S;

specia’ity stares; and

9813 other grocery setziters {including

the emerging challenger retailers)
in shopping centees located in
agturban aress.

Mo new leases oF extensions 1 ieases
by grocery retallers may inctrporate
exclusivity ¢lauzes (or ¢lauses that have
substaptially the same citoct) or clauses

98.3

984

$3.5

5.6

95.61 use  feir,

that may serve to zestrict the product
lines, store size and lacation of other
storas selling grocery tems within the
shopping centre; and

Subject to 9B.1, the enforcement of
exclusivity by the nationa) supermarket
chains a5 against other grocery retailers
must be phased out by the next
extansion of the lease or within five
yaars from the date of the publication of
this Final Report, whichever is earlior,

tn erder 1o continue the work of the
fnquiry, the Commissien must seek to
secure voluntzry complisnce by the
national supermarket chains within six
months from the date of publization
of this Final Report. If the national
supesmarket chains do not underake to
give effect 1o these recommendations,
the Gowerament should introduce
legistation. i the form of a statuze,
reguistions, of 8 code of practite to give
effect to these recommendations,

Lastly, the sbove recommendations
do not precude the Commission
from pursuing litigation in respect of
the existing complaints and evidence
gatherad in this Inquiry. & fina! decision
on a referad! w o Tribunal will bave
regard to the response of cach of the
nationalsypermarket chairistothe efforts
of the Commission in relation to the
prcarement of voluntary comphian
with the above recammendations. The
Inguiry is of the view that the svidence
gathared in these proceedings may
astablish & prima fadie case tor a referral
ta the Tribunal. However, the Inguiry alse
accepts et lgation is 3 protracted
process and the ialerests of consume:s
may be best sarved by an immediate
and voluntary complianca by the
nationat supsrmarket Chains,

85

Fropeity owasrs and managers  of
shopping centres must.

teansparant  and
commercially justifiable eriteris in

FHOCEAY RE 1A MARKET INQLIRY

2862

dotermining differences in rental
rates scross tenants;

ensure that escalztion rates
across tensnts are uniform unless
there are foir, tansparent and
commercially justifiable reasons
for them to differ; and

$8.4.3 ensure that lease deposits and

982

shop fitting allowances are
bated on fair, vansparent and
commerdally justifiable critaria,

in order o continue with the work done
by the inquiry, the Minister should
appoint & faciitator 1o seek to secure
volustery complisance by landionds
and managers of shopping centres.
If the faciltator is unable to secure
volustary compiiance within six menths
from the date of publication of this
Final Repon, the Government should
intreduce 2 legislative framework to
give offect 16 these recommendations
in the form of @ code of good practice
3nc the establishment of an industry
Ombudsman % be finsnced by
tandiords.

Buyer power

8.8

98.8.

988.2

i

Suppliers of fastmoving  consumer
goods must ansure -

that trade terms are urilfermiy
svallabictostiretailers, wholesalers
=nd buyer groups;

that the {rsde terms offered have
an objective justification bssed
on <ost savings, supply chain
efliciencies, efficiernt risk-sharing or
salas promation. The supplier must
clearly stipidate and communicate
the link between the trade termy
oifered and the efficiencies to all
retatiers, whelesalers and buyer
aroups;

€883 that the sveilsbie wado torms

and the congitiens roquired to
qualify for thuse terms are clearly
communicated to all retailers,

8.84

wholesalers and buyer groups
and applied in a feir and uniferm
manner;

that the percentsge walue
provided under each trede term to
ditferent custemers is reasonably
related to qualifying criterfa and
valup provided In respect of the
objective justification for the tade
term and

98.8.5 that the velume purchased may

9891
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not form the basis for qualification
or  celative perentage vaiue
sifersd for any trade term o the
designatad class of resilers or
wholesalers,

in erder to addross the challenge fazed
by small suppliers in accessing the
shei space of the national supemmarket
chains and taking inte actount the recent
amendmants and retaller initistives
aoted shove, the Inguiry recommends
the following actions:

First, that the curremt draft
regulations  designating  agro-
processing and grocery

whoiesale/rewil, a5 well as the
draft  epforcement  guidelines
detiling  specific practices as
unfair bz confirmed In the finaf
regulations and guideiines, It s
also recommended that these
sre widely publicised in order to
empower small and  historically
dissovanteged  suppliers i
negotiations  with  the  large
national retall chains. In addition,
the Inguiry recommends that once
the regulaticns and guicslines
are finalised, the Commission
must engage the lirge nationsl
retaii chains on their procurement
practices to ensurme thar their
procurement  oractives  are
aligned with the final enforcement
guidelines, falling which, 1t shoukd
zonsider initiatng an investigation
of these firms' trading practices.



98.9.2  Second, the

98.10

enterprise
development programmes
of the national retail chains
should be formalised and
strengthened. Accordingly, the
Inquiry recommends that the
national supermarket chains
commit to a formal ongoing
pregramme to develop small
and historically  disadvantaged
suppliers. Furthermore, that such
a programme should establish
binding industry targets for a
proportion of turnover to be
supplied by SMMEs and historically
disadvantaged suppliers, as well
as a proportion of turnever to
be spent on the development
of new SMME and historically
disedvantaged suppliers. These
may initially be set in line with
current enterprise  development
spend in order to entrench such
programmes, However, the formal
commitments should also entail
a gradual escalation of these
binding commitments over time.
This escalation should take into
account what is realistic and
achievable but should also be
ambitious in its efforts to address
concentration in the supply chain.
Giventhatitis alsothe government
department  that  oversees
the B-BEEE codes of practice
which incorporate an enterprise
development component, this
industry commitment may be
facilitated by the DTIC,

In order to continue with the work
of the Inquiry, the Minister should
appoint 2 facilitator to seek to secure
voluntary compliance by suppliers of
fast-moving consumer goods. If the
facilitator is unable to secura voluntary
compliance within six months from
the date of publication of this Final
Report, the Government should
introduce a legislative framework te
give effect 1o these recommendations
in the form of a code of goed practice

Ceit

small

and the establishment of an industry
Ombudsman financed by suppliers of
FMCG.

oo (8¢ spazs thops and

98.11  Government should facilitate the
establishment of distribution centres
to be located in peri- and non-urban
areas to service small and independent
retailers and wholesalers;

98.12 Government should establish an
incentive programme that will provide
seed finance for innovative commercial
models of private businesses that aim
to offer the following suppert for small
informal spaza shops:

98.12.1 the ecffective incorporation of
spaza shops Iinto buyer groups
and larger wholesale operations
in order to assist them to realise
economies of scale and scope in
purchasing;

98.12.2  the generation of key informarion
on individual spaza shop
operations such that the risks of
extending credit finance to these
shops can be more accurately
assessed in order to fadilitate
credit access for the purchase of
stock; and

98.12.3 the development of consumer
and business information to
assist in the improvement of such
businesses, including business
and financial ~ management
training.

98.13 All rthree spheres of govermnment

involved in the regulation of planning
and trade should cooperate with one
another to coordinate their activities
and legislation in accordance with
section 41(h)(iv) of the Constitution
and coordinate their actions in terms
of section 35 of the Intergovernmental

GEOCERY FE TAR N2AREE T INOURY

Relations Framework Act, 13 of
2005 1o give effect to the following
recommendations:

98.13.1

98.13.2

98.133

98.134

28.135

98.13.6

98.13.7

organised  local  government
must seck to develop 2 common
approach for local government
in terms of section 3(3)a) of the
Local Government: Municipal
Systems Act, 32 of 2000 to develop
uniform guidelines for by-laws and
regulations to give effect to these
recommendations;

provinces and  municipalities
must coordinate and streamline
applications for liquor licenses
with applications for the rezoning
of premises;

municipaliies must review the
trading times in bydaws and
regulations in relation to spaza
shops and street traders, with a
view to amending or abolishing
those byldaws and regulations
in accordance with the uniform
guidelines;

municipalities must fast-track the
processing of existing re-zoning
requests for spaza shops in
township areas;

municipaliies must proactively
rezone aress to enable them
to carry on business in a more
effective and formalised manner
and in accordance with the uniform
guidelines;

municipalities must develop and
implement  preferred  zoning
processes and practices that
facilitate ocase of entry for SMMEs
in non-urban areas including
imposing conditions on the
approval of shopping centre
developments to secure the
indusion of SMME businesses in
and around shopping centres; and

municipaiities must develop and
implement a simplified framework

for the registration of informal
businesses, particularly spaza
shops.

98.14 In so far as counterfeit goods are
eoncerned, it is recommended that-

98.14.1

98.14.2

law enforcement officers
appeinted by municipalities are
given powers to enforce the
Counterfeit Goods Act, 37 of 1997
either under section 22 of that Act
or by way of declaration in terms
of section 334(1) of the Criminal
Procedure Azt, 51 of 1977; and

there must be increased
coordination between the South
African Revenue Services, South
African Police Services and
municipalitiesto facilitate proactive
policing of counterfeit gaods.

Given the multiplicity of issues that appear

to distort and impede competition in the
South African grocery retail sector, the
Inquiry recommends that government
should develop a legislative framewaork with
a statutory industry body for the regulation
of the retail sector in South Africa, taking
into account, among others, the findings
and recommendations of this Inquiry.
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Annexure B: List of complaints against Shoprite Checkers “Confidential”




Annexure "C"

SHOPRITE CHECKERS EXLUSIVITY CLASSIFICATION - RSA NON-URBAN

e s A 8!

Albertinia - USave

Alexandra - Shoprite

Apel (Limpopo) - USave

Ashton - USave

Atteridgeville - Shoprite

Bakenburg (Limpopo) - USave

Bapong (Mooi Nooi, North West) - Shoprite

Bapong (Pilanesberg) - USave

Bara Mall - (Soweto) Shoprite

Barkly Road (Kimberley) - Shoprite

Batho Plaza (Soshanguve SS) - Shoprite

Beaufort West - USave

Belhar - Shoprite

Belhar - USave

Bethanie (North West) - USave

Blood River (Seshego) - USave

Blue Downs - Shoprite

Boitekong (Rustenburg) - Shoprite

Boitumelo (Welkom) - Shoprite

Boschoek (North West) - USave

Botleng (Delmas) - Shoprite : Main Lease

Botshabelo Mall - Shoprite

Botshbelo - USave

Bramfischerville (Soweto) - USave (Shbprite Mini)

Bronville (Welkom) - USave

Bungeni (Limpopo) - USave

Casteel (Bushbuckridge) - USave

Chiawelo (Soweto) - USave

Chris Hani Crossing (Vosloorus) - Shoprite

Clanwilliam - Shoprite Mini

Clayville - Shoprite

Cloetesville, Stellenbosch - USave

Cloverdene (Gauteng) - Shoprite

Colenso (KZN) - USave




Colorado, Mitchell's Plain - USave

Cosmo City - Shoprite

Daku Road (Ibhayi - PE) - Shoprite

Danhouse (Hammanskraal) - USave

Daveyton - Shoprite

Delft - Shoprite

Delft - USave

Dennilton - Shoprite

bl

Devland (Soweto) - Shoprite

Diepsloot - Shoprite

Diepsloot West - Shoprite

Dinokana (Zeerust) - USave

Dobsonville - Shoprite

Dobsonville - USave

Driekoppies (Burgersfort) - USave

Du Noon - Shoprite

Dzanani (Makhado) - USave

Ebony Park(Kaalfontein/Tembisa) - Shoprite

Edendale (PMB) - Shoprite

' Ekangala (Bronkhorstspruit) - USave
Ekangala D - USave

Ekuvukeni - Shoprite Mini

Eldorado Park - Shoprite

Elukwatini (Nelspruit) - Shoprite

Embalenhle {Secunda) - Shoprite
Emfihlweni - USave

Emjindini (Mpumalanga) - USave

Emoyeni (Mpumalanga) - Shoprite

Esikhaleni (Richards Bay) - Shoprite

Etwatwa (Springs) - USave

Evaton - Shoprite Mini

Evaton - USave

Evaton Plaza - Shoprite

Fernie Village (Ermelo) - Shoprite Mini

Franschhoek - USave

Gaba Village(Tshaulu) - USave

Gandlanani (Giyani) - USave

' Ganyesa - Shoprite

Ganyesa - Land




Garankuwa - Shoprite ( Ex OK )

Garankuwa - USave

Garankuwa Zone 6 - USave

Gaylee (Blackheath) - USave

Geluksdal (Tsakane) - USave

Gingindlovu (KZN) - Shoprite

' Glen Ridge (Soweto) - Shoprite

Golden Highway (Soweto) - Shoprite Mini

Grabouw - USave

Grabouw 2 - Shoprite

Gugulethu - Shoprite

Ha Ravele (Louis Trichardt) - USave

Hammanskraal - Shoprite

Hanover Park - Shoprite (Ex FW)

Hartbeestfontein (Brits) - USave

Hermanus - USave

Hinterland (Mamelodi) - USave (Shoprite Mini)

Hluhluwe - Shoprite

Hugenot, Paarl - Shoprite (Ex FW)

lkageng (Potchefstroom) - Shoprite

Imarike (Philippi) - USave

Inanda (Dube Village Mall) - Shoprite

Inanda (SAPS) - Shoprite

Isithame (Tembisa) - USave

ltsoseng - USave

Jane Furse - Shoprite

Jane Furse Crossing (Burgersfort) - Shoprite

Jeffreys Bay - Shoprite Mini

Johandeo (Sebokeng) - Shoprite Mini

Jouberton (Klerksdorp) - Shoprite

Jozini (KZN) - Shoprite

Ka Majosi (Limpopo) - USave

Kaalfontein (Tembisa) - Shoprite

Kabokweni (Nelspruit) - Shoprite

Kambhluswa (Mpumalanga) - USave

Kanana (Orkney) - Shoprite

Kanyamazane (Nelspruit) - Shoprite

Katlehong - Shoprite

Katlehong (Germiston) - Shoprite Mini




Kayamandi, Stellenbosch - USave

Kentani - Shoprite

Khayalisha Site C - Shoprite

Khayelitsha (Nonqubela) - Shoprite

Khayelitsha CBD - Shoprite

Klapmuts - Shoprite Mini

Kleinvlei, Cape Town - USave
Klipgat (Soshanguve) - USave

Klipspruit (Soweto) - USave

Koma Road (Soweto) - USave

Korsten - Shoprite

Korsten - USave

Kosi Bay (KZN) - Shoprite

Kwa Mashu - Shoprite (Ex OK)

Kwa Thema Junction (Springs) - Shoprite

Kwa Thema Square (Springs) - Shoprite

Kwaggafontein (Mpumalanga) - Shoprite

Kwa-Guaga (Witbank) - Shoprite

Kwambonambi - USave

Kwamhlanga - Shoprite

 Kwamnyandu, Umlazi (KZN) - Shoprite

Kwanobuhle (Uitenhage) - Shoprite

Kwanokuthula (Plettenberg) - USave

Kwanonqgaba (Mossel Bay) - Shoprite

Kwa-Thema (Springs) - USave

Kwazakhele (PE) - USave

Langa - USave

Langa (Junction) - Shoprite

Lebowakgomo - Shoprite

Lenasia - Shoprite

Lenasia - USave

Lentegeur, Michell's Plain - Shoprite

Lentegeur, Mitchell's Plain - USave

Lethlabile (Brits) - Shoprite

Libode (Umtata) - USave

Lifateng (Tembisa) - USave

Lotus Gardens - Shoprite

Louwville (Vredenburg) - USave

Luka Village (Rustenburg) - USave




Lulekani {Phalaborwa) - Shoprite Mini

Lwamondo (Makhado) - USave

Maake Plaza (Tzaneen) - Shoprite

Mabopane - Shoprite (Ex OK)

Mabopane - USave

Mabopane Square - Shoprite

Macassar - Shoprite

Madadeni - Shoprite

Madi Street (Ilkageng) - USave

Madiba Park (Seshego) - USave

Madombidzha (Makhado) - USave

Mahwelereng (Mokcpane) - Shoprite

Maidstone, Tongaat - USave

Makapanstad (Hamanskraal) - USave

Makhaza, Khayelitsha - Shoprite

Malaita (Limpopo) - USave

Malamulele - Shoprite

Malamulele Crossing - Shoprite

Maldovia Street (Cosmo City) - USave

Mamaila (Limpopo) - USave

Mamelodi - Shoprite

Manapsane (Marble hall) - USave

Mandalay (Khayelitsha) - Shoprite

Mangaka (Polokwane) - USave

Mangaung - Shoprite

Mankweng (Polokwane) - Shoprite

Mankweng (Polokwane) - Super USave

Mapela Village (Limpopo) - USave

Marapyane (Rust De Winter) - Shoprite

Marapyane (Rust De Winter) - USave

Marikana - USave

Marikana (Rustenburg) - Shoprite

Marlboro (Alexandra JHB) - USave

Mashau (Louis Trichardt) - USave : Main Lease

Mashishing (Lydenburg)- USave

Masibekela (Hectorspruit) - USave

Matoks - USave

Mayfield Square (Daveyton) - Shoprite

Mbekweni, Paarl - USave
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Mbekweni, Paarl - Shoprite

Mbuzini (Malelane) - USave Mini

Mdantsane, EL - Shoprite

Mdantsane City, EL - Shoprite

Mdutjana (Mpumalanga) - USave

Metz (Limpopo) - Shoprite

Mfuleni - Shoprite

Mhluzi (Middelburg) - Shoprite

Mini Toekomsrus (Randfontein) Usave

Mitchells Plain (Town Centre) - Shoprite

Mijejane (Hectorspruit) - USave |

Mkhuhlu Plaza (Hazyview) - Shoprite

Mkuze (KZN) - Shoprite Mini

Modjadji (Limpopo) - Shoprite

Mofolo (Soweto) - USave

Mohlakeng (Randfontein) - Shoprite Mini

Moleleki (Katlehong) - USave

Mooi River (KZN) - Shoprite Mini

Moretele - USave

| Morula Centre - Shoprite (Ex OK)
Moruleng - Shoprite

Motherwell - Shoprite

Mothulung (Brits) - USave

Mount Ayliff - Shoprite Mini

Mount Fletcher - USave

Moutsiya Mall (Sivabuswa) - ShoBriie

Mpati Street (Orlando) - USave

Mphakane (Limpopo) - USave

Mphephu - Shoprite

Mpophomeni - Shoprite Mini

Msala Street (Soweto) - USave Mini

Mthembu Village (Kwa-Thema) - Shoprite Mini

Mtubatuba - Shoprite

Mudabula (Malamulele) - USave

Mukulu - USave

Munsieville (Krugersdorp) - USave

Mutale - Shoprite

Mutale (Sibasa) - USave

Mzamo (Newcastle) - USave




Naas (Kamaghekeza) - USave

Nababeep - USave

Namakgale {Phalaborwa) - Shoprite

Ndudula (Duduza) - USave

New Brighton (PE) - Shoprite

Nkandla (KZN) - Shoprite Mini

Nkowankowa - Shoprite

Nkowankowa {Tzaneen) - USave

Nokaneng - USave

Nomzamo - USave

Noordgesig (Sowetc) - Shoprite

Northam - Shoprite

Northam - USave

Nquthu - Shogprite

Numbi Gate (Mpumalanga) - Shoprite

Nyavani (Malamulele) - USave

Ogies - USave

Olifantsfontein - USave

Orange Farm - Shoprite

‘Orlando East - USave

Ottery, Cape Town - USave

Paarl East - USave

Paledi Mall (Mankweng) -~ Shoprite

Palm Ridge(Katlehong) - USave

Pampierstad - USave

Pankop (Hammanskraal) - USave

Peacock Street {Lenasia) - USave

Pelican Park (Strandfontein CT) - Shoprite

Philippi, Cape Town - Shoprite

Phola (Ogies) - USave

Phola Park (Kwamhlanga) - Shoprite

Phosaville (Nelspruit) - USave

Pienaar (Nelspruit) - USave

Pimville (Soweto) - Shoprite

Plettenberg Bay - USave

Pomeroy - USave

Protea Gardens - Shoprite

Protea Glen (Soweto) - Shoprite

Protea Park (Atlantis) - USave
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Qumbu - Shoprite Mini

Rabali (Louis Trichardt) - USave

Ralerata(Mohlakeng) - USave

Ramongoane (Polokwane) - USave : Main Lease

Ratanda (Heidelberg GP) - Shoprite Mini

Rensburg (Heidelberg) - USave

 Retreat, Cape Town - Shoprite

Roodepan - USave

Sandfontein - USave

Sandkraal, George - USave
Saselamani - USave

Scottsdene (Kraaifontein) - USave

Sebokeng - USave

Sebokeng Plaza - Shoprite

Sebokeng Zone 11 - USave

Sebokeng Zone 14 - USave i

Sebokeng Zone 17 - USave

' Sekgakgapeng - USave

Sekgopo Usave

Serepta, Kuilsriver - USave
Seshego - USave

Seshego CBD (Chris Hani Drive) - USave

Shakaskraal - USave

Sharpville - Shoprite Mini

Shayandima - USave

Shayandima (Thohoyandou) - Shoprite Mini

Shongoane (Lephalale) - Shoprite

Shongwe Village (Malelane) - USave

Sir Lowry's Pass (Somerset West) - USave

Siyathuthuka (Belfast) - USave

Skosana (Pretoria) - USave

Sontonga Mall (Katlehong) - Shoprite

Soshanguve Block H - USave

Soshanguve F - USave

Soshanguve Plaza - Shoprite

Soshanguve South View - Shoprite

Soweto (Dube) - Shoprite

 Soweto (Naledi) - Shoprite




St Lucia (KZN) - Shoprite Mini

Steilloop (Limpopo) - Shoprite

Stretford Station (Orange Farm) - Shoprite

Surrey, Cape Town - USave

Tabankulu - Shoprite Mini

‘Tafelkop - USave
Taung - Shoprite

Temba - Shoprite

Tembisa - Shoprite

Tembisa - USave

Thaba Nchu - Shoprite

Thabong (Welkom) - Shoprite

Thembalethu (George) - Shoprite

Thokoza - Super USave

Thornhill - USave (Container)

' Thorntree (Soshanguve VV) - Shoprite

Thulamahashe (Mpumalanga) - Shoprite

Tibanifontein (Limpopo) - Shoprite
Tobys Bara (Soweto) - USave

Tsakane Centre - Shoprite

Tshikhundini (Vhembe Limpopo) - USave : Main Lease

Tudlame Street (Kagiso) - USave Mini

Tumahole - USave

' Umlazi H Section, Ulazi - USave

Umlazi U Section, Umlazi - USave

Veni Yeni (Umlazi, KZN) - Shoprite

Vlietfontein - USave

Vondwe (Thohoyandou) - USave : Main Lease

Vosloorus - Shoprite

Vosloorus (Gold Spot) - Shoprite

Vuwani (Limpopo) - USave

Wembezi - Shoprite Mini

Wesselton - USave

Wilberforce (Evaton) - USave

Winterveld - USave
Zebediela (Limpopo) - Shoprite




Zenzeli (Madadeni) - USave

Ziyabuya, PE - Shoprite

Zwelentemba, Worcester - Shoprite Mini

New Leases since June 2019
Morgenster, Mitchell's Plain - Usave

' Maja (Polokwane) - Usave

Philippi Wholesale, Cape Town - Shoprite

Kew (Alexandra) - Usave

Sam Ntuli Mall, Katlehong (Ekurhuleni) - Shoprite

Dalton - Usave

Viakbult, Malelane - Usave

Siyathemba (Balfour, Mpumalanga) - Usave

Delft (Roosendal, Cape Town) - Usave

Clau-Clau, Mpumalanga - Usave

Emangozeni, Mpumalanga - Usave (Container)

Jeppes Reef, Mpumalanga - Usave (Container)

Gezinsila, Eshowe - Usave (Container) B

Addo - Usave (Container)

Verena (Loskop) - Usave

Tshikombani, Limpopo - Usave

Maokeng (Kroonstad) - Shoprite

Blouberg Village, Polokwane - Usave

Nduli (Ceres) - Usave (Container)

Ekhaya Mall (Embalenhle, Secunda) - Shoprite
Masemola (Limpopo) - Usave

Suurman Ridge (Hammanskraal) - Usave (Container)

Kliptown, Soweto - Usave

Avian Park (Worcester) - Usave (Container)

Soshanguve BB (Gauteng) - Usave
Moroke, Limpopo - Usave

Zwelisha (White River) - Usave

Chatsworth - Usave (Container) i

Leroro - A (Graskop, Mpumalanga) - Usave

Mall of Tembisa, Tembisa - Shoprite

Zithobeni, Bronkhorstspruit - Usave

Kgabalatsane, North West - Usave




Ironsyde (Evaton) - Usave

Lekgalong, North West Province - Usave

Sebayeng (Limpopo) - Usave

Chavani Centre, Limpopo - Usave

Khotso street, Katlehong - Usave

Magneetshoogte, Limpopo - Usave

Sebokeng Unit 12 (Vanderbijlpark) - Usave

Gedlembane, White River (Mpumalanga) - Usave

Langeloop (Malelane, Mpumalanga) - Usave

Klawer - Usave

Maphumulo - Shoprite Mini

Slangspruit, PMB - Usave

Hammarsdale, Mpumalanga, Durban - Shoprite

Midway Crossing, Durban - Shoprite

Savannah Park, Durban - Shoprite Mini

'Ekuvukeni - Shoprite Mini

Bulwer (The Berg) - Shoprite Mini

Trenance Mannor, Durban - Shoprite Mini

Daljosafat, Paarl - Shoprite

Lotus River, Cape Town - Shoprite Mini

Siyabuswa Lifestyle Centre - Shoprite

Mphephu Shopping Centre, Siloam (between Wylliesport & Sibasa) - Shoprite

Mmakau, Ga-Rankuwa - Shoprite Mini

Hluvukani (Mpumalanga) - Usave

Dlamini Retail Centre (Soweto) - Shoprite

Booysens Park, Port Elizabeth - Shoprite

Olievenhoutbos - Shoprite

Sakhile Shopping Centre (Standerton) - Shoprite Mini

Lakeview Junction (Soweto) - Shoprite

Pella, North West - Usave

Driefontein (Mpumalanga, but KZN Div) - Shoprite Mini

Mgobode (Mpumalanga) - Usave

Hebron Mall, Soshanguve - Shoprite

Sekwati street - Sebokeng - Usave

Munsieville, Mokgatle Street (Krugersdorp) - Usave

Sephaku Village - Shoprite

Malekane Mall, Steelpoort - Shoprite

Dundonald (near Carolina) - Shoprite

Boschenmeer, Paarl - Checkers
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Riba Crossing, Burgersfort - Shoprite

Nkowankowa Plaza - Shoprite

Umlazi Station, Durban - Shoprite

Emfuleni Mall, Vanderbijlpark - Shoprite

Tshepiso (Vanderbijlpark) - Shoprite Mini

Soshanguve GG (Pretoria) - Usave

 Wembezi - Shoprite Mini

Matsamo Mall (Schoemandal) - Shoprite




