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Introduction

• Barriers to entry and inclusive growth – a research agenda
• Methodology:

• Review of competition cases and regulatory framework
• Review of existing literature and data
• Interviews with:

 Firms involved in fuel wholesaling
 Industry  associations  including  the LFWA, PRAF and 

SAPIA
 Government departments and agencies including DoE, 

NERSA and Transnet
• Presentation will cover:

• Industry context
• Barriers to entry emerging from the research
• Competition outcomes observed
• Recommendations



Industry context
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Competition issues in the sector
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State of competitionLevel of the value chain

Refining/ 
importing

• 6 major OCs with refineries around the country
• Imports only by OCs
• Fuel “swaps” to service different parts of the country
• Competition Act exemption in terms of coordinating 

fuel supply for security of supply 
• Information exchange case referred by Competition 

Commission - alleged to have dampened competition

Distribution

Customers

• Branded distributors locked into OC value chain with 
exclusive contracts

• Independents cannot compete hard with OCs/branded 
distributors - dependent on them for supply

• Independents accommodated in a niche if they can 
provide new customers – e.g. due to BEE status

• Competition usually on service, does not seem to be 
vigorous price competition

• Price regulation at wholesale (diesel) and retail (petrol) 
level.

• Formula determines indicative margins at each level of 
value chain based on “average” service station/depot

• Provides focal point around which firms can coordinate

Transport and 
storage

OC storage 
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storage 
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• Storage capacity extremely limited, esp. in Durban
• Access to uncommitted capacity mandated in theory but 

not going to independents in practice
• Independent storage capacity mainly committed to OCs
• Pipeline access mandated but not usable without storage 

at each end
• Independents cannot import due to lack of storage



Recommendations

Upstream Reconsider competition exemption - due to expire in 2015. If further 
exemption granted, consideration should be given to finding a less 
anti-competitive arrangement. E.g. could an independent 
body/government agency coordinate instead of SAPIA?

Transport
and storage

Open up facilities for the importing and storage of fuel. Very little 
progress in last 14 years – can this be done?
Possibly:
• Government-facilitated investment in new storage capacity
• Additional licence conditions mandating setting aside of storage 

capacity in existing and new facilities for independents – look at 
what has been done in coal in terms of access to RBCT

Wholesale Conduct review of implementation of RAS
Address exclusive territories and pricing in long term supply 
agreements perhaps linking duration to investments made
Increase access to and provision of capacity building and training
for new entrants (this will only help if other problems are dealt with)
Deregulate the market once a sufficient level of competition is
achieved upstream

Retail Deregulate the market once a sufficient level of competition is 
achieved upstream


