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1. Summary
1.1. On the 11 March 2013, the Executive Director of the Competition Commission (hereinafter referred to as
‘CCM’) launched an investigation under section 51 of the Competition Act 2007 (hereinafter referred to as
‘the Act’) into the provision of Image-based clearing solutions by Blanche, Birger Co. Ltd (hereinafter referred
to as ‘Blanche, Birger’) to commercial banks in Mauritius (hereinafter referred to as ‘the investigation’). The
allegation is that Blanche, Birger may be in a monopoly situation in the supply of Image-based clearing
solutions to commercial banks and it might be engaging in exclusionary conduct. It is thus alleged that
Blanche, Birger may be foreclosing the retail market for the supply of hardware components for the purpose
of cheque truncation in Mauritius by restricting the use of the software it markets (NCR Image Mark
NCompass) exclusively to the scanners that it distributes.
1.2. On the 31 October 2013, the Executive Director issued a Statement of Issues (hereinafter referred to as “SoI”)
which set out the preliminary concerns that the CCM had in relation to the investigation. The CCM identified
several issues for consideration in relation to a possible breach of Section 46 of the Competition Act 2007 by
Blanche, Birger. As stated in the SoI, “the CCM is concerned that there might be a possible anti-competitive
tying of these two markets in the light of the market power held by Blanche, Birger in the tying market
(software market).”1
1.3. On the 22 November 2013, Blanche, Birger submitted its comments on the SoI. Following Blanche, Birger’s
comments, the CCM continued its information gathering and assessment, taking into account the comments
of Blanche, Birger. On the 13 May 2014, the CCM met with Mr. Jacques Harel, Chief Executive Officer of
Blanche Birger and two other employees of Blanche Birger who are well-versed with the matter, to further
discuss the potential concerns of the CCM.
1.4. On the 27 May 2014, another meeting was held with Mr. Harel where the latter expressed Blanche, Birger’s
willingness to offer Undertakings as provided under Section 63 of the Act and Rule 28 of the Competition
Commission Rules of Procedure 2009. The Executive Director considered the stance of Blanche, Birger and
engaged into discussions with Blanche, Birger in relation to the Undertakings.
1.5. The Executive Director has completed the investigation on the basis of undertakings offered by Blanche,
Birger under section 63 of the Act and is now producing the present report which contains the concerns
which have been identified during the Investigation. This report also contains the subsequent assessment of
the Undertakings offered in light of those concerns.
1.6. The concerns were in substance that Blanche, Birger may be engaging in exclusionary practice by tying the
sales of its software with the scanners it distributes. The ‘NCR Image Mark NCompass’ software supplied by

1

Para 1.3 of the SoI
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Blanche Birger is restricted to certain scanners that are distributed by Blanche, Birger. Thus, the brands of
cheque scanners, other than those supplied by Blanche Birger, cannot communicate and operate with the
Blanche, Birger software. This lack of interoperability of the ‘NCR Image Mark NCompass’ software with other
scanners might result in the foreclosure of competitors supplying other brands of cheque scanners.
1.7. To address the above concerns, Blanche, Birger has offered undertakings, the gist of which is to the effect
that Blanche, Birger will consider requests for integration of non-NCR cheque scanners into the NCR software
by uploading an ‘Application Programming Interface’ into the NCR software. The Executive Director is of the
opinion that the Undertakings satisfactorily address the competition concerns raised by the conduct of
Blanche, Birger.
1.8. In that respect Section 63 of the Act provides that the Commission may, after having taken cognizance of the
report of the Executive Director on the matter, determine a case on the basis of an undertaking if it considers
that the undertaking satisfactorily addresses all the concerns it has about any prevention, restriction,
distortion or substantial lessening of competition. The Executive Director therefore recommends that the
Commission accepts the undertakings and formalises it in the form of a decision of the Commission as
provided under section 63(4) of the Act.
1.9. The Commission shall therefore decide whether the Undertakings offered by Blanche Birger resolve the
competition concerns identified during the Investigation and make a final determination on the matter.
1.10.This Report does not, in any way, however prevent the CCM from launching future investigations in relation
to Blanche, Birger and in relation to the products which were under scrutiny in this Investigation
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2. Background
The process of cheque truncation
2.10 Cheque truncation or image-based clearing represents a paradigm shift in the processing and clearing of
cheques between banks and it is aimed at reducing the time taken to clear cheques. It is the process by
which the recto and verso images of cheques are captured, imaged into a digital representation of the
physical cheque which is then forwarded by electronic means to the paying bank for clearing. Under this
system, banks retain all cheques deposited by their clients and send only scanned images of the cheques to
the clearing house.
2.11 Cheque Truncation is an inward and outward process through which cheque images are acquired, processed,
encrypted and sent to the Clearing House where there is the Cheque Truncation Central System (electronic
clearing and image exchange). Images of cheques are then sent to the Paying Bank. Thereafter, the cheques
are either honoured or dishonoured following computer-aided verification of cheques, accounts and
signatures.
2.12 An Image-based clearing solution typically consists of a software component and a hardware component
(the cheque scanner).

Cheque Clearing in Mauritius
2.13 To facilitate the clearing of cheques, a Clearing House known as the Port Louis Automated Clearing House
(PLACH) was established in 1967 by the Bank of Mauritius in conjunction with authorized banks.
2.14 The first phase of automation of the PLACH started in November 2002 with the standardisation of cheques
using Magnetic Ink Character Recognition (MICR) technology which was followed by the electronic clearing
and settlement of cheques and other articles through the Mauritius Automated Clearing and Settlement
System (MACSS).
2.15 In 2011, the second phase of the automation of the PLACH started with the objective of carrying out bulk
clearing of low value payments and truncation of cheques. The PLACH Rules have been amended to cater for
the operations of the Bulk Clearing and Cheque Truncation system.
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Branch level / Head Office level truncation
2.16 According to a communiqué2 from the Bank of Mauritius (BOM), the branch level truncation is not mandatory
as at the time of the drafting of the Report. The Governor of the BOM has invited banks to further implement
the process by providing this facility at branch level, thereby setting up a full-fledged truncation system so
that the number of days taken to clear cheques is reduced, which will be to the benefit of customers. The
transfer of funds will also take place in a more effective manner.
2.17 The different banks3 with which the CCM met, explained different scenarios about how to implement cheque
truncation at branch level and they are all at different stages on this project. There is no set rule on the way
to implement branch level cheque truncation.
The different stages of cheque clearing
2.18 The process of the cheque Truncation System is as follows:
1. Cheques are deposited at the collecting bank as per current practice.
2. Cheques are scanned with a cheque scanner. The images and other data are sent electronically to the
PLACH where cheque images are exchanged electronically.
3. The paying bank makes the decision whether to honour the cheque or not based on the images received
from the system.
4. Cheques, which are in order, are honoured and the account of the cheque holder is credited by the
collecting bank.
5. Cheques, which are not in order, are not honoured. Details of the cheques are returned to the collecting
bank which notifies the customer and gives him/her a Cheque Return Advice which contains the reason for
the return and an image of the original cheque.

2

Communique issued by the Bank of Mauritius on 31 January 2013 – “ Cheque Truncation System Banks will move to the Full
Truncation of Cheques on 4 February 2013”
3
All the commercial banks in Mauritius

[Public Document]– COMPETITION COMMISSION OF MAURITIUS

[Investigation into image-based clearing systems provided to commercial banks-INV/024]

Cheque Deposit

Bank Counter
Account of holder
credited

Collecting Bank
Digital Imaging and
Sorting
honoured cheque
Image of cheque to clearing house

Clearing House
Electronic clearing &
image exchange
Image of cheque from clearing house

Paying Bank
Verification of cheques,
accounts and signatures
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Background of Blanche, Birger Co. Ltd
2.19 Blanche, Birger Co. Ltd is a private company incorporated in 1953. It is one of the leading firms in the
provision of Information Technology services in Mauritius. It provides services ranging from High end
servers solutions, Automatic Teller Machines, Cheque Processing Solutions, to Network and Security.
2.20 The information gathering process shows that Blanche, Birger has supplied the following products in respect
of Image-Clearing Solutions provided to banks :


The Cheque Scanner (hardware component)



NCR ImageMark NCompass (software component)



Item Processing Manager known as IPM (software component)

2.21 The cheque scanners have been supplied as per the respective requirements of the banks on the number of
cheques to be scanned per day. Large banks like State Bank of Mauritius (SBM) and the Mauritius Commercial
Bank (MCB) have purchased heavy-duty scanners since the number of cheques scanned per day is very high.
Other banks have purchased scanners of relatively less capacity.
2.22 The NCR Image Mark NCompass software was initially supplied to meet the requirements of the BOM for
the MICR project for image acquisition. After the requirements evolved, Blanche, Birger developed a utility
in-house called the IPM, which allowed the cheque images to be encrypted, digitally signed and transmitted
to the PLACH through a secured network.
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3. The Competition Act and the Guidelines
Monopoly Situation and Monopoly Abuse under the Competition Act 2007
3.10 This section of the Report sets out the legal background of the Investigation. Reference is made to the Act
and the Guidelines issued by the CCM that are of relevance to the present Investigation.
3.11 Sub-Part III of Part III of the Act deals with monopoly situations. Section 46 (1) of the Act sets out the criteria
for the existence of a monopoly situation and Section 46(2) of the Act describes the types of conduct of an
enterprise in a monopoly situation that may be subject to review.
3.12 The CCM Guidelines relating to monopoly situation are:
(a)

CCM2 Guidelines - Market Definition and the Calculation of Market Shares (‘CCM2 Guidelines’)

(b)

CCM4 Guidelines - Monopoly Situations and Non-Collusive Agreements (‘CCM4 Guidelines’)

3.13 At the outset, it should be noted that no guidelines can be exhaustive, and conduct which is not covered by,
or referred to in, the above guidelines should not be assumed to be beyond the scope of Section 46 (2) of
the Act.
Existence of Monopoly Situation
3.14 Section 46(1) of the Act defines a monopoly situation as follows:
(1) A monopoly situation shall exist in relation to the supply of goods or services of any description where(a) 30 per cent or more of those goods or services are supplied, or acquired on the market, by one
enterprise; or
(b) 70 per cent or more of those goods or services are supplied, or acquired on the market, by 3 or fewer
enterprises.
Abuse of Monopoly situation
3.15 Section 46 (2) of the Act lists the types of conduct of an enterprise in a monopoly situation, that may be
reviewed by the Commission.
Section 46 (2) Review by the Commission
(2)

A monopoly situation shall be subject to review by the Commission where the Commission has

reasonable grounds to believe that an enterprise in the monopoly situation is engaging in conduct that –
(a)

has the object or effect of preventing, restricting or distorting competition; or
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in any other way constitutes exploitation of the monopoly situation.

CCM Guidelines on Monopoly Situation and Non-collusive agreement
3.16 The CCM has published a number of Guidelines as per the Act. For the present investigation, it is mainly the
CCM Guidelines on Monopoly Situation and Non-Collusive Agreements (CCM Guidelines 4) which deal in
detail with restrictive practices under the Sub-parts II and III of Part III of the Act (Monopoly Situations) that
are relevant. The CCM Guidelines 4 should be read in conjunction with the CCM Guidelines on Market
Definition and the Calculation of Market Shares (CCM Guidelines 2) and the CCM Guidelines on Remedies
and Penalties (CCM Guidelines 6)4.
3.17 According to the CCM Guidelines 4, tying occurs when the sale of one product is conditional on the sale of
another product, the two products are then said to be ‘tied’ or ‘bundled’ when neither product can be
purchased separately.
3.18 Tying a product with another does not in itself constitute an anti-competitive behavior that is contrary to the
Act. As it can be seen in practice, a number of products are sold in ‘bundles’, e.g. razor and razor blades.
However, there are instances where tying and bundling can be used in an anti-competitive manner. For
instance, this is the case when an enterprise with significant market power in a market (a monopoly situation
with a market share of more than 30% inter alia) as per the Act in one market uses its dominant position to
restrict, distort or prevent competition in another market where it does not possess a dominant position.
Such conduct might have an adverse effect on competition “if this irreparably damages [those] competitors
or forces them out of the market.”
3.19 In making its assessment, the CCM will adopt a case-by-case approach to examine the effects of any tying
and bundling arrangements in view of the specific facts of the case. As per the CCM Guidelines5, “a key
test will be whether the tying and bundling seems to have a purpose other than anti-competitive
foreclosure.”
Experience of other Competition Authorities

3.20 Tying and bundling arrangements when used by enterprises which are in a monopoly situation in one
market in order to leverage market power or to reduce competition in another can foreclose competition.
3.21 Tying and bundling have been found to foreclose competition by various foreign competition authorities.

4
5

See Paragraph 1.6 of CCM Guidelines 4
Paragraph 3.30 CCM Guidelines 4 – Monopoly situations and non-collusive agreements
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3.22 An important case on this issue is the case of Microsoft v Commission6 where the European Commission
investigated Microsoft Corporation (Microsoft) for tying its Windows Media Player (WMP) with the Windows
2000 PC Operating System (PC OS).
3.23 It was held that Microsoft used its dominance in the PC OS market to strengthen the position of its WMP in
the media player market, a market in which Microsoft faces competition. This was considered to foreclose
competition and was not justified by any efficiency reasons. The decision was based on the following 5-step
procedure:
1) Microsoft held a dominant position in the PC OS market.
2) The tying good (Windows PC OS) and the tied good (WMP) were two separate products.
3) Microsoft did not give the choice to consumers to obtain the Windows OS without the WMP.
4) Microsoft’s tying foreclosed competition in the streaming media player market.
5) Microsoft’s arguments to justify tying were rejected.

In view of the above, the European Commission found that an abuse of dominance was established.
Furthermore, the Commission stated that the abuse by Microsoft hindered innovation in the streaming media
player market and harmed the competitive process and consumers who ultimately would face less choice.
3.24 In Napier Brown v British Sugar7, British Sugar, the biggest producer and seller of sugar in the UK, tied the
supply of sugar to the services of delivering the sugar. The Commission was of the view that “reserving for
itself the separate activity of delivering the sugar which could, under normal circumstances be undertaken
by an individual contractor acting alone” amounted to an abuse. Furthermore, it was held by the Commission
that the tying deprived customers of the choice between purchasing sugar on an ex factory and delivered
price basis “eliminating all competition in relation to the delivery of the products.”

3.25 In Tetra Pak II8, the issue was the tying of consumables to the sale of the primary product. Tetra Pak, the
major supplier of carton packaging machines and materials required purchasers of its machines to agree also
to purchase their carton requirements from Tetra Pak. The Court upheld the Commission’s decision and
condemned the tying as abuse of a dominant position.
3.26 In Hilti9 , the sale of nail cartridges was tied to the sale of nails. The Commission held that the tying harmed
consumers and had adverse effects on competition and hence constituted an abuse of dominant position.

6

Microsoft v Commission, Case T-201/304 [2007] ECR II-3601
Napier Brown v. British Sugar, Commission Decision 88/519/EEC, 1988 O.J. (L 284) 41
8
Tetra Pak II, Commission Decision 92/163/EEC, 1992 O.J. (L 072) 1
9
Hilti v Commission; T-30/89 [1990] ECR-II-163, [1992] 4 CMLR 16, CFI
7
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3.27 In the light of the above cases, it is clear that if an enterprise in a monopoly situation in a market uses that
power in order to gain more market power or to restrict and/or prevent competition in the second market,
this would clearly amount to an abuse of monopoly situation. The factors to be taken into consideration as
follows:
1) The enterprise under investigation is in a monopoly situation in the tying market.
2) The tying product and the tied product are two separate products.
3) No choice is given to consumers to obtain the tying product without the tied product or vice versa.
4) The tying has the object or effect of preventing, restricting or distorting competition or may constitute
exploitation of the monopoly situation.
3.28 Tying under U.S. law has been defined as “an agreement by a party to sell one product but only on the
condition that the buyer also purchases a different (or tied) product, or at least agrees that he will not
purchase that product from any other supplier”10.

3.29 The landmark case of Eastman Kodak Company v. Image Technical Services, Inc11 can be considered. Kodak
is manufacturer and seller of photocopiers, micrographic equipment and replacement parts and service for
its equipment. There are independent service organizations (ISOs) also provide service for Kodak equipment
at a lower price than that offered by Kodak. Kodak customers had the possibility of buying the replacement
parts and hire the ISOs to service the machines or they could also hire the ISOs to provide both the parts
and the service. Of course, customers could also turn to Kodak for both replacement parts and service.
Eventually, Kodak set up a policy of selling replacement parts only to buyers who purchased Kodak services
to repair their machine. This resulted in ISOs not being able to repair Kodak machines. A number of ISOs
filed suit on the ground that Kodak illegally tied the sale of service for Kodak machines to the sale of parts.
The Supreme Court held that the tying done by Kodak was unlawful and in breach of antitrust12 law.
3.30 In Consumer online foundation v Tata sky Ltd & Ors13, the Commission held that “DTH service providers are
forcing the consumers to get into a tie-in arrangement with them. They require the purchaser of their DTH
Services to also buy/take on rent the STBs procured by them. They are not giving DTH services to those who
are not willing to buy/ take on rent their STBs. This is a clear violation of section 3(4) of the Act under which
a tie-in arrangement would prime facie be considered violative of section 3 if it has an appreciable adverse
effect on competition in India. A tie-in arrangement has been defined as including an “agreement requiring

10

Northern Pacific Railway Co. et al. v. United States, 356 U.S. 1, 5-6 (1958)
Eastman Kodak company v. Image technical services, inc. , 504 U.S. 451 (1992)
12
Antitrust law is the American term for Competition
13
Case no. 2 of 2009, Competition Commission of India, March 2011
11
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a purchaser of goods, as a condition of such purchase, to purchase some other goods” As these four DTH
service providers control more than 80% of the market, any anti-competitive practice would definitely have
an appreciable adverse effect on the market. Hence, this is a clear case of a tie-in arrangement which is
having not only an appreciable but a ‘significant’ adverse effect on competition in the market.
Conclusion
3.31 From the different cases mentioned above, the common test for finding that tying results in foreclosure is as
follows: the enterprise in question must be in a monopoly situation in the tying market and uses that power
to leverage its position in the tied market and/or prevents competition in the tied market. As a result of this,
if there is foreclosure, the tying will be in breach of competition laws.

Undertakings – Section 63 of the Competition Act 2007
3.32 Section 63 of the Act provides that:
(1) An enterprise may offer a written undertaking to the Commission to address any concern that has arisen,
or is likely to arise, during an investigation in respect of a restrictive agreement subject to investigation, a
monopoly situation or a merger situation.
(2) The undertaking may be offered before the start of any investigation or at any stage during the
investigation.
(3) The Commission may, after having taken cognizance of the report of the Executive Director on the matter,
determine a case on the basis of an undertaking if it considers that the undertaking satisfactorily addresses all
the concerns it has about any prevention, restriction, distortion or substantial lessening of competition.
(4) An undertaking accepted by the Commission shall be published by the Commission in the form of a decision
of the Commission.
(5) An undertaking accepted by the Commission shall have effect as if were a direction under section 60.
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4. Market definition
Market definition overview
4.10 Section 46 of the Act provides that:
(1) A monopoly situation shall exist in relation to the supply of goods or services of any description where
(a) 30 per cent or more of those goods or services are supplied, or acquired on the market, by one enterprise; or
(b) 70 per cent or more of those goods or services are supplied, or acquired on the market, by 3 or fewer
enterprises.
(2) A monopoly situation shall be subject to review by the Commission where the Commission has
reasonable grounds to believe that an enterprise in the monopoly situation is engaging in conduct that(a) has the object or effect of preventing, restricting or distorting competition; or
(b) in any other way constitutes exploitation of the monopoly situation.
4.11 Subsection 46(3) of the Act provides for the factors that the Commission must take into account when
reviewing a monopoly situation.
4.12 Section 46 of the Act provides for the review of conduct of enterprises which are subject to a monopoly
situation. Therefore the first step in assessing a conduct under this provision is to determine whether the
said enterprise is in a monopoly situation. That is, whether the said enterprise supplies 30 percent or more
of goods and services within a market; or a 3 or fewer suppliers within the market supplies 70 per cent or
more of goods and services within the market. Inherent within the definition of the monopoly situation is
the relevant market within which the market share of enterprise(s) will be measured.
4.13 This chapter of the report assesses what should be the relevant market for the purpose of this investigation
and whether Blanche Birger meets the market share threshold set under the Act to quality as being in
monopoly situation.
4.14 The relevant market is a defined set of products which could compete with each other or act as a competitive
constraint to the focal product and a defined geographical area within which competition occurs. The CCM
will adopt the approach of the “Hypothetical Monopolist Test” to define the relevant markets14.

14

Paragraph 2.13 of the CCM Guidelines on Market Definition, CCM2
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4.15 In line with standard international practice, “the CCM will take as its relevant market the narrowest
candidate market for which a monopolist of all the products in the candidate market would be able to
profitably increase the price of the product being investigated (the focal product) by a small but significant
amount (typically 5-10%) over a sustained period.” This is called the “Hypothetical Monopolist test” or the
“SSNIP test”15.
4.16 The product market is defined after taking into account the substitutes of the product from both the demand
and supply sides. Demand-side substitution is the ability of consumers to rapidly switch to alternative
products/services, in the face of a small but significant price rise while supply-side substitution is the ability
of alternative suppliers to rapidly switch supply for the product in question, in the face of a small but
significant price rise. Such substitution, both from the demand and supply sides should occur within a
reasonable lapse of time, such as one year, so as to render any price increase unprofitable to the
monopolist16.
4.17 The CCM will consider the geographic market to be the island of Mauritius for a very wide variety of products
and services. The geographic market is defined according to the same principles as the product market17.
4.18 Supply-side substitution might be evaluated from a consideration of costs and technology. The CCM would
assess if suppliers would be able to switch production over a reasonable amount of time into the focal
market, should prices of the focal product increase. Profitability of such a move would be considered.
Factors such as switching costs and capacity of the alternative production facility would be considered as
well18.
4.19 The CCM may also take into account reasoned decisions of other Competition Authorities on market
definition to form its own conclusion on the market being defined19.
4.20 Given that the allegation concerns tying of software with the scanner, the initial assessment must determine
whether the software and the scanner constitute two separate markets or form part of the same market.
That is, it must be determined whether there are separate markets for the scanner and the software.
4.21 The CCM has conducted various assessments during the course of this investigation based on information
gathered through information request orders sent to banks and other suppliers.

The solution which comprises of the current product

15

Paragraph 2.16-2.17 of the CCM Guidelines on Market Definition, CCM2 (SSNIP test stands for the Small but Significant and
Non Transitory Increase in Price).
16
Paragraph 2.18 of the CCM Guidelines on Market Definition, CCM2
17
Paragraph 2.22 of the CCM Guidelines on Market Definition, CCM2
18
Paragraph 2.34 of the CCM Guidelines on Market Definition, CCM2
19
Paragraph 2.37 of the CCM Guidelines on Market Definition, CCM2
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4.22 Blanche, Birger, as the only distributor of NCR (a brand) in Mauritius, distributes the NCR software and the
NCR scanners for image-based clearing solution. In addition, it has developed a software called the IPM
which enables banks to connect to the PLACH for the transmission of files20. The complete solution sold to
banks by Blanche, Birger consists of the following:
(i) NCR scanner – to capture the image
(ii) NCR NCompass Software – to convert image in digital form
(iii) IPM software – enables the bank to connect to the BOM

From a bank’s perspective, the CCM gathered that there were numerous functionalities associated with the
NCR system as proposed by Blanche, Birger. Representatives of a bank21 said that there were functionalities
such as (a) the returned files22 were sent to the BOM in the prescribed format, (b) payment files are
generated and used for interbank and own cheques, (c) Online viewing of images of cheques is possible, and
(d) the signatures are fetched and the user can see the technicalities and the signatures online.
4.23 Representatives of another client of Blanche, Birger explained that when the cheque is scanned by the NCR
scanner, the following information is captured: (i) MICR line, (ii) Account number, (iii) Serial number and (iv)
Bank code23. The payment amount of the cheques is usually input manually as the handwritten information
cannot be read by the scanner. The ‘NCR NCompass’ would then provide two sets of file: the data captured
and the image. Those files would then be sent to the PLACH as per the requirements after being processed
by the IPM24.
4.24 The CCM gathered25 that Blanche, Birger sold its image-based clearing software and hardware as a package
or a solution to its clients. The solution would consist of the hardware (scanners) and software including the
licensed software and the development part of Blanche, Birger (IPM). The CCM also gathered that the
software part may be more costly than the hardware26.
4.25 Throughout the investigation, the CCM gathered that purchasing the software and the hardware
components for the purpose of cheque truncation, whether separately or as a solution, is considered as a
significant investment which may entail the processes of decision making, tendering and a survey of all the
available products on the market. In that perspective, banks as the main clients of such software and
hardware components for the purpose of cheque truncation, have enumerated some criteria which would

20

[]
[]
22
Returned files: cheques for which payment is not able to be effected.
23
[]
24
[]
25
[]
26
[]
21
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enable them to choose the best supplier(s), with the view of clearing cheques and transmitting the data in
the most efficient way possible.
4.26 The CCM has asked for a description of such criteria, to better understand the purchasing behavior of the
banks. The criteria used by the banks to choose a supplier of image-based clearing solution have been
assessed by the CCM through information gathering meetings with banks27 and further information
gathering through information request orders issued to the same banks. Results of the assessment of the
responses in that respect, have been summarized in the table as follows:
Criteria for choosing a supplier

% of banks which quoted
this criteria

Cost (implementation cost, total cost of life

66%

cycle, cost of solution, cost of ownership)
Local support and service

50%

Know-how and expertise of the supplier

41%

Compatibility with existing core banking system

33%

Price of hardware and price of software

25%

Ease of use

25%

Customization and parameterization of system

16%

BOM’s specification (cheque image quality and

16%

resolution)
Deadline from BOM

16%

Table 1. Table showing the percentage of banks associated with the criteria enumerated when choosing image-based
clearing solution provider (Source: Responses to IROs sent to banks).

4.27 As shown in Table 1, banks would mostly consider “cost” as the most important criterion before choosing a
supplier for the hardware and software components for the purpose of cheque truncation. The “cost”
criterion would include the implementation cost, development cost, the total cost of the life cycle, cost of
solution and the cost of ownership). The next criterion considered by 50% of banks to be important, is “local
support and service”. This was an important factor for banks which relied on having a supplier with a local
27

[]
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presence and availability for any after sales service and support should there be any issues with either the
hardware or software components for the purpose of cheque truncation.
4.28 The next criterion ranked most important by 41% of the banks is the “know-how and expertise of the
supplier”. This is followed by “compatibility with existing core banking system” ,“price of hardware and
software”, “customization and parameterization of system”, as well as “ease of use”. The last two criteria,
chosen by 16% of banks, relate to the guidelines of the BOM which have to be respected by banks, such as
the deadline for cheque clearing and the specifications such as cheque image quality and resolution. These
two criteria would thus be important to a certain extent and may affect the determination and choice of a
supplier for the software and hardware components for the purpose of cheque truncation.
Assessment of whether software for cheque truncation and the hardware constitute the same product market
or separate product markets
4.29 This section assesses to what extent the software and the hardware may constitute the same product market
or separate product markets. The approach used is first to consider the products as currently being supplied,
secondly to assess whether there would have been sufficient demand for the products separately (assuming
there was no ‘tying’) and finally to assess supply side aspects which are relevant such as technological
possibilities and industry practice.
Assessment whether the products are separate from a demand perspective
4.30 This subsection is aimed at assessing whether there exists separate demand for the two products. That is,
whether in the absence of the ‘tying’, would a significant number of customers purchase or have purchased
the software without buying the scanner from the same supplier.
4.31 As explained in the CCM Guidelines for Market Definition, the CCM has considered the narrowest focal
products as a starting point for the assessment, that is, (i) the NCR NCompass software and the IPM software
for the purpose of cheque truncation and (ii) NCR hardware (scanners) for the purpose of cheque truncation.
At a preliminary stage of the investigation, the CCM has considered the IPM and NCompass as the software
component in the solution provided by Blanche, Birger.
4.32 The CCM has assessed if banks would be willing to purchase components (hardware and software) as two
separate products, or if they would prefer to take a complete package/bundle from one supplier. In
particular, the CCM wanted to know if:
a) Banks considered buying the software and hardware separately.
b) Banks would be willing to switch to buying software separately and hardware separately should the
prices of Blanche, Birger rise by 5-10%, assuming that Blanche, Birger offers the software and
hardware components for the purpose of cheque truncation separately.
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Would banks buy the software and the hardware separately?
4.33 The CCM assessed the extent to which banks would have opted or considered to buy the two products from
separate suppliers. This was firstly done through information gathered from factual meetings and then after
the issue of the SoI, from IROs sent to banks including both clients and non-clients of Blanche, Birger.
4.34 The CCM gathered that some banks28 which were past clients of Blanche, Birger (that is, they bought other
products from Blanche, Birger) purchased their software components for cheque truncation separately,
from other suppliers of such components as the prices for Blanche, Birger were viewed to be too expensive
by them.
4.35 One bank29 has stated that it would be better to take a complete solution, in terms of the price and the
compatibility factor, and another30 has said that due to the image-based clearing solution being an end-toend process, it was normal to buy it as a solution. The former purchased the software and hardware
components separately from another supplier, and added during the information gathering meeting, that
any hardware from any supplier would be able to work with the software purchased.
4.36 Further information gathering from responses to IROs has brought more insight into the purchasing behavior
of banks. A survey of responses obtained from banks, clients and non-clients of Blanche, Birger has shown
that 23% of banks had purchased the hardware and the software for the purpose of cheque truncation as
separate products from separate suppliers. The majority of banks, that is 77% of banks, have therefore
purchased the software and hardware for the purpose of cheque truncation from the same supplier in the
past. However, this conduct occurred at a time when the alleged practice was in existence and it cannot be
discarded that the result could have been influenced by the tying on the market.
4.37 Thus, the CCM tried to assess the potential behavior of banks had they been offered the possibility of
purchasing the two products separately. The CCM also obtained information on the current and future
purchasing behavior of banks with regards to the cheque truncation process. The CCM wanted to know in
particular, if the banks would have considered buying their hardware and software from separate suppliers
in the event they were availed of this choice. 66% of banks surveyed would have considered buying from
separate suppliers.

28

[]
[]
30
[]
29
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SSNIP test to assess whether banks would consider buying or would buy hardware and software components
separately
4.38 A SSNIP test was further conducted to understand more about the purchasing behavior of banks. The CCM
wanted to confirm if banks would have bought their software for the purpose of cheque truncation from
separate suppliers, in the eventuality of a 5-10% price increase in the price of the software from their current
supplier. 46% of banks surveyed replied in the affirmative to this question, showing that they would have
switched to buying software from separate suppliers in the presence of a 5-10% price increase in the
software sold by their current supplier. This would imply that, banks are now more likely to change their
purchasing behavior, in favour of a switch or a substitution to buying their hardware and software for the
purpose of cheque truncation from separate suppliers. This may thus indicate, that the software and
hardware for the purpose of cheque truncation may be in separate product markets, from the banks’
perspective.
4.39 With regards to the hardware components, the CCM gathered at the SoI stage that some banks31 will
consider switching to other suppliers of hardware components should the prices of NCR hardware from
Blanche, Birger increase by 5-10%. It is to be noted that the CCM had quoted the scenario of branch-level
truncation and prices of Blanche, Birger as well as more competitive prices which may possibly be quoted
by other suppliers of cheque truncation components. This was confirmed during further information
gathering by the CCM, after the issue of the SoI. The CCM asked if banks would have considered to buy other
hardware from other suppliers in the event that that the NCR hardware were 5-10% more expensive and
there was no ‘tying’. The CCM gathered that 44%32 of the banks which are current users of NCR hardware
have said that, in the event of a 5-10% price increase of the NCR hardware, they would consider buying the
hardware from a separate supplier in this scenario. Thus, it seems that a considerable proportion of banks
would have considered switching suppliers in the event of a price increase of a component of the solution
had they been offered the possibility.
Other factors relevant to the demand of banks for software and hardware components
4.40 The CCM also found that some banks33 which were willing to take either the hardware or the software from
separate suppliers were concerned about compatibility. Compatibility between the hardware and the
software had to be guaranteed. In the event that integration between NCR NCompass software and other
brands of hardware was possible, the CCM found that other banks34, clients of Blanche, Birger, were willing
to take their hardware components from other suppliers. Banks35 which have not taken the products from

31

[]
This percentage has been calculated as: 4 out of 9 banks which are clients of Blanche, Birger
33
[]
34
[]
35
[]
32
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Blanche, Birger have said that it was possible to take the hardware and the software from other separate
suppliers, provided that integration was possible.
4.41 In the absence of the ‘tying’, the initial investment behind the image-based clearing solution of NCR was not
going to be a hurdle when the bank36 would want to switch from NCR hardware to hardware from other
suppliers. The bank’s main concern, would in that instance, be the ability to respect the specifications set
by the BoM. A bank further stated that it would be beneficial to have two suppliers; provided the alternative
supplier can give the bank the assurance about its technical compatibility at a reasonable price.
4.42 Decentralization of cheque truncation at branch level is another important element that may impact on the
market. For instance, if the hardware can work on a standalone basis at branch level, this will further
demarcate the two products.
4.43 The CCM has also gathered more information37 in respect of branch level truncation, namely on whether
banks have implemented branch level truncation. The majority of banks which are clients of Blanche, Birger
have not implemented branch level truncation yet; while a few are in the process of doing so.
4.44 To summarise, it can therefore be observed that:
a) 23% of the banks have purchased the two products from two separate suppliers,
b) 77% of the banks have purchased both the software and hardware from the same supplier38,
c) In the absence of tying 66 % of the banks have said that they will consider purchasing the products
from separate suppliers,
A significant proportion of banks have said that they would have considered switching hardware in the
event of a price increase had there been no tying.
Assessment of whether the products are separate from the supply perspective
4.10 Hardware and software, though complementary seem to constitute two separate technologies in terms of
production process.
4.11 The CCM understood over the course of meetings with suppliers of software components and hardware
components that such components were being sold separately to some banks, which were not clients of
Blanche, Birger.

36

[]
Information submitted by banks, in response to Information Request Orders by the CCM dated the 30 th January 2014
38
Please note that this data applies in the presence of the ‘tying’, that is, without the possibility to buy the products separately
from Blanche, Birger.
37
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4.12 It was further gathered that, such software components or hardware components were being supplied to
banks on an autonomous basis, irrespective of the software components or hardware components for
cheque truncation already present at the banks.
4.13 Further information gathering was conducted after the issue of the SoI. Suppliers of hardware and software
for the purpose of cheque truncation were surveyed and the responses obtained were assessed for the
purpose of defining the relevant market.
4.14 The CCM sought to know if the hardware products for the purpose of cheque truncation as supplied by such
suppliers could be used independently from the software. It was found that 80% of the suppliers, the
majority in this case, did consider that the hardware could be used independently from the software.
4.15 With regards to the software for the purpose of cheque truncation as supplied by the same suppliers, it was
observed that 50% of the suppliers considered that their software could not be used independently; that is
the software needed a component to be integrated to, in order to achieve the purpose of cheque truncation.
4.16 The CCM also assessed if the suppliers of hardware and software for the purpose of cheque truncation
considered the hardware and the software to be separate products. 75% of the suppliers surveyed
responded that the software and the hardware were considered as separate product markets.
4.17 Given that suppliers offer both the hardware and software components for the purpose of cheque truncation
to their clients, and consider that the hardware can be used independently of the software and in addition
acknowledge that the software and hardware components are separate product markets, the CCM can
conclude that the software and the hardware components are separate product markets.
Conclusion
4.18 It seems that at least 66% of the banks have considered or would consider purchasing the products of
different brands, provided the software component is compatible with more than one hardware, in the
absence of the ‘tying’. The CCM has found that a significant number of the banks would purchase or would
have purchased the products separately in the absence of the ‘tying.’ Furthermore, from the supply side it
appears that a significant proportion of suppliers supplies the products separately. Indeed, a significant
proportion of suppliers considers that the software and the hardware components to be separate product
markets.
4.19 The CCM is therefore of the view that the software and hardware components of the image-based clearing
solution can be considered as being two separate product markets.
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Market definition: Software component
4.20 As explained above, the software and hardware components of the image-based clearing solution constitute
two separate product markets. This section focuses on the software market and assesses the relevant
market in relation to the software component from its demand side, supply side and its geographical
dimensions. The focal product for the purpose of this assessment would be the software component offered
by Blanche, Birger, under the assumption that the software was compatible with any hardware.
Demand- side substitution
4.21 It seems that there are substitutes to the software of Blanche, Birger so that some customers may switch
to buying the whole solution and/or the software from other suppliers in the event that the price of the
product offered by Blanche, Birger increases by 5-10%.
4.22 As explained earlier, 23% of the banks purchased the software from a supplier other than Blanche, Birger.
46%39 of banks surveyed expressed their intent to consider other software providers in the event that the
product offered by Blanche, Birger incur a price increase of 5-10%.
4.23 The CCM also found that banks, which were clients of Blanche, Birger, have considered other suppliers
before purchasing their software for the purpose of cheque truncation. The CCM may thus infer that such
suppliers, are in the same market as Blanche, Birger and may offer a comparable software component for
the purpose of cheque truncation as Blanche, Birger.
4.24 The CCM has also carried out a SSNIP test for assessing whether banks would substitute to other suppliers
of software components for the purpose of cheque truncation, in the event that prices of software
components of Blanche, Birger increased by 5-10%. It was found that 46%40 of banks stated that they will
shift to buying software components from other suppliers in this eventuality.
4.25 From the above assessment, it seems that a significant portion of customers already consider other products
offered as substitute to the NCR software and others expressed that they may consider purchasing from
other suppliers in the event of a price increase. The CCM has identified 5 suppliers who are currently
supplying banks for their software needs for the purpose of cheque truncation.
Conclusion on demand-side substitution
4.26 Based on the analysis conducted , the CCM can conclude that there is demand-side substitution between
NCR software components offered by Blanche, Birger and software components offered by other suppliers.

39
40

Information obtained from responses to Information Request Order sent to banks, dated the 30 th January 2014
Information obtained from responses to Information Request Order sent to banks dated the 30 th January 2014
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Supply-side substitution from existing suppliers
4.27 From the demand-side perspective, it has been established that there exists at least 5 potential suppliers of
software for image-based clearing solution. In assessing supply-side substitution, the CCM has looked at
whether other suppliers of software components could enter the market in a timely, likely and efficient
manner. It is understood that timeliness of entry would refer to entry within a year.
4.28 The CCM is of the opinion that software components from other suppliers may act as a competitive
constraint on the NCR NCompass software for cheque truncation. In terms of supply side substitution, the
following factors were assessed after having met with banks and other suppliers during the information
gathering stage: a) the ability to fulfill the requirements of the BOM41, b) the compatibility of their software
with other brands of hardware, and c) the ability of other suppliers of software to cater for branch-level
truncation.
a) Is the software component from other suppliers able to fulfill the requirements of the BOM?
4.29 The CCM gathered from banks42 using the image-based clearing solution from other suppliers, that the
image-based clearing solution was able to fulfill the requirements of the BOM. It was also understood that
the BOM itself was one of the clients of such suppliers for its image-based clearing solution43.
4.30 From the other suppliers’44 perspective, the CCM understood that they could also fulfill the requirements of
the BOM as they were already set up and went live with their image-based clearing solution since 2-3 years,
thus ensuring that the banks could complete their transactions with the help of the image-based clearing
solution they have in place.
b) Is the software component from other suppliers compatible with other brands of hardware?
4.31 The suppliers45 the CCM contacted during the information gathering stage stated that their software was
compatible with other brands of hardware. Compatibility ensured that integration of the software with the
hardware could be done, and hence cheque truncation would be effective.
4.32 Another supplier46 maintained that its system for image-based clearing solution does not limit its clients and
the software it supplied to any particular brands of hardware. The system can be integrated with any brand
of scanners such as Panini, Canon, PTS LS 150, Fuji, NCR and Telescan.

41

[]
[]
43
[]
44
[]
45
[]
46
[]
42
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c) Can the software component from other suppliers cater for branch-level truncation?
4.33 The CCM was informed by banks that they were encouraged to implement branch-level truncation. This was
a recommendation by the BOM and most of the banks met by the CCM were considering implementing
branch-level truncation or have already done so.
4.34 Most of the suppliers can cater for branch-level truncation software, according to information gathered by
the CCM47. Another supplier48, interviewed by the CCM stated that its image-based clearing solution also
caters for branch-level truncation.
4.35 The CCM also understood through its information gathering that 75% of suppliers considered the software
component sold by Blanche, Birger to be in competition with their software component. In that perspective,
it can be said that such suppliers, through their software component would be in the same market as that
of Blanche, Birger. From a supply side perspective, should Blanche Birger increase its price of software for
cheque truncation by 5-10%, the existing suppliers may to an appreciable extent act as a competitive
constraint to Blanche Birger, taking into account the fact that from demand side perspective the software of
the other existing suppliers may be substitutable. Therefore, it is considered appropriate to include the
existing suppliers into the relevant market from both demand and supply side perspective.
Supply-side substitution from potential suppliers
4.36 The CCM has assessed the possibility of supply-side substitution from potential suppliers into the market.
That is, to what extent suppliers who are not currently offering software for cheque truncation can
effectively shift supply from their existing products to supply software for cheque truncation in the short
term without incurring significant sunk costs and thus act as a competitive constraint to existing suppliers.
4.37 From information gathered it appears that the development of such software itself can be both time
consuming and involve significant cost, which are likely to be sunk. Therefore, from a supply side perspective,
it is unlikely that potential suppliers may enter the market in the short run without incurring significant sunk
costs.
4.38 Additionally, as explained earlier, consumers give high importance to the reputation, experience and
presence of the supplier on the market in making their choice of the supplier. It is very unlikely that a
potential new supplier will be able to enter the market within a short period of time and be able to gain
experience and establish a reputation in the market. By its very definition experience takes time to be

47
48

[]
[].
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acquired and this requirement may reduce the ability of potential suppliers to act as a competitive constraint
to existing suppliers in the short run.
Conclusion on supply-side substitution
4.39 The CCM is of the view that the effectiveness of entry of potential new suppliers in the market within the
short term could be constrained by the long standing relationship between the banks and their current
suppliers coupled with the existence of sunk costs to develop and market the software. Therefore, it is
unlikely that there would be effective supply-side substitution from potential new suppliers in the market
for the supply of software components for the purpose of cheque truncation, in the short term, for the
reasons outlined above. Therefore, it may not be appropriate to include potential suppliers in the relevant
market.
4.40 As for existing suppliers which are currently active in the market, the CCM found that such suppliers of the
software component considered their software to be competing with that of Blanche, Birger, the CCM is of
the view that existing suppliers are as much a part of the market as Blanche, Birger, suggesting that there is
supply-side substitution within that one market and within a reasonably short period of time. This view is
further supported from analysis from a demand side perspective.
Geographic dimension
Demand-side substitution for geographic market: Will clients substitute for international suppliers of imagebased clearing solution?
4.41 The CCM sought to understand if the relevant market is national or international. For this purpose, banks
were asked if they would consider choosing an international supplier for the software.
4.42 One such bank49 said that it was free to consider other suppliers from abroad and would have found those
suppliers for software. If a cost-effective and reliable service was sought after by the bank, it would not limit
itself to local suppliers and would look for options from international suppliers which would best suit the
needs of the bank.
4.43 However, 50% of banks met by the CCM, favored local suppliers as they were guaranteed to get local
support, and after-sales service should there be any issues, as demonstrated in Table 1. Moreover, 41% of
banks would rely on the suppliers’ past experience, and reputation on the market, factors which would be
more present with local suppliers and not international suppliers.

49

[]
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4.44 During further information gathering, the CCM applied the SSNIP test to the geographic dimension of the
purchase behavior of banks. In that respect, the CCM sought to know if banks would switch to buying the
software and hardware for the purpose of cheque truncation from foreign suppliers if the prices of such
software and hardware from local suppliers increased by 5-10%. The CCM found that the majority of banks
would not switch to foreign suppliers for their hardware and software needs in such a scenario.
4.45 Based on the fact that banks consider local presence and support as essential criteria for the purchase of
software and hardware for the purpose of cheque truncation, and given that most banks would not
substitute to foreign suppliers after the application of the SSNIP test, the CCM can consider that the
geographic market to be defined is Mauritius.
Conclusion on the geographic market
4.46 Based on the above, it appears that the geographic market is Mauritius. This is substantiated by the fact that
users of the product give high importance on after sales service, experience in the market and local support
and security.
Conclusion on the relevant market
4.47 From the assessment above, it seems that the relevant market in relation to the software component of the
image based clearing solution would be:
The retail market for the supply of software components for the purpose of cheque truncation in Mauritius.

Market definition: Hardware component
4.48 This section assesses the relevant market in relation to the supply of hardware for the purpose of imagebased clearing solutions. The assessment is based on demand and supply side substitution and the
geographical dimension of the market.
Demand- side substitution
4.49 From a demand-side perspective, there will likely be demand-side substitution between NCR hardware
(scanners) provided by Blanche, Birger and other suppliers of hardware components for the purpose of
cheque truncation.
4.50 As explained earlier in the report, many banks have purchased their hardware from suppliers other than
Blanche, Birger. This demonstrates that these banks do consider the other hardware as being substitute to
the NCR scanner.
4.51 Further to that, a significant part of current customers of Blanche, Birger expressed the view that they would
consider purchasing the hardware from another supplier in the event of a price increase of the product
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supplied by Blanche, Birger. This shows that there may be substitution in the event that there is a price
increase of the focal product.
4.52 However, the choice of the banks is largely influenced by the reputation of the supplier and their experience
and presence in the market. Thus, from a demand-side perspective, hardware offered by reputed and
experienced suppliers would constitute the same product market with the NCR hardware.
4.53 The CCM also conducted a SSNIP test to assess the percentage of banks which would have switched to buying
hardware components from other suppliers should the price of hardware components from Blanche, Birger
increase by 5-10%. 44% of banks50 replied that they would consider buying the hardware components from
other suppliers in the event of a 5-10% price increase in the price of hardware components from Blanche,
Birger.
Conclusion on demand-side substitution
4.54 From the analysis conducted by the CCM over the course of this investigation following further information
gathering, the CCM can conclude that there is demand-side substitution for hardware components from
other suppliers.
Supply side substitution
4.55 Further information gathering throughout the course of this investigation by the CCM51, has shown that the
existing and other available suppliers of hardware components consider themselves as competitors to
Blanche, Birger.
4.56 However, the CCM is of the opinion that the extent of the supply-side substitution is limited to whether
other suppliers’ hardware components are compatible to the NCR NCompass software provided by Blanche,
Birger. Such suppliers would only be able to enter the market or compete as effectively as Blanche, Birger,
if their hardware components can be integrated into the NCR NCompass software installed at Blanche,
Birger’s clients. In the scenario where compatibility or interoperability is not guaranteed, there may be
limited to no supply-side substitution.
Can international suppliers supply image-based clearing solutions to banks?
4.57 The CCM gathered that there were banks such as Afrasia and Bramer Bank which had acquired their imagebased clearing solution, including hardware, from suppliers abroad.

50
51

Information obtained from responses to IROs by the CCM dated the 30 th January 2014
Information obtained from responses to IROs by the CCM dated the 30 th January 2014
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4.58 Although some banks have chosen to acquire their image-based clearing solution from suppliers abroad, the
CCM believes that such suppliers would be active in the local market, as this service is being provided for
use in Mauritius. Local presence of the suppliers, albeit represented by the local representatives of such
suppliers, as shown in Table 1, is a very important criterion for banks. As such, international suppliers who
have clients in Mauritius and who may have a local presence would competitively constrain the local
suppliers as well.
Geographic dimension
Demand-side substitution for geographic market: Will clients substitute for international suppliers of image-based clearing
solution?

4.59 The CCM sought to understand if the relevant market is national or international. For this purpose, banks
were asked if they would be looking at choosing an international supplier for the hardware.
4.60 One such bank52 said that it was free to consider other suppliers from abroad and would have found those
suppliers for scanner. If a cost effective and reliable service was sought after by the bank, it would not limit
itself to local suppliers and would look for options from international suppliers which would best suit the
needs of the bank.
4.61 However, the majority of banks met by the CCM, favored local suppliers as they were guaranteed to get local
support, and after-sales service should there be any issues, as demonstrated in Table 1 above. Moreover,
41% of banks would rely on the suppliers’ past experience and reputation on the market, factors which
would be more present with local suppliers and not international suppliers. Hence the market to be
considered for the purposes of geographical market would be Mauritius.
Conclusion on the geographic market
4.62 In light of the above, it appears that the geographic market is Mauritius. This is substantiated by the fact that
users of the product give high importance to after sales service, experience in the market and local support
and security.
Conclusion on the relevant market
4.63 It therefore seems that the relevant market in relation to hardware component of the image-based solution
would be:
The retail market for the supply of hardware components for the purpose of cheque truncation in Mauritius

52
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Market share of Blanche, Birger in the defined relevant markets
4.64 It was alleged that Blanche, Birger may be in a monopoly situation as per section 46 of the Act, in relation to
the supply of software component of image-based clearing solution in Mauritius and that it might be abusing
that monopoly situation to prevent, restrict or distort competition in the market for the supply of scanners
for image-based clearing solution. The market share of Blanche, Birger in the market for the supply of
software component of image-based clearing solution must be assessed in view of establishing if there is a
monopoly situation under Section 46 of the Act.
4.65 During further information gathering over the course of this investigation, the CCM has obtained figures for
the sales of hardware and software components of suppliers, in view of assessing their respective market
shares. This information was obtained from the Information Request Notice issued to the suppliers.
4.66 The market share of Blanche, Birger has been calculated by looking at the number of software and hardware
components for image-based clearing solution sold by Blanche, Birger as compared to the overall number of
software and hardware for image-based clearing solution bought by banks. In normal circumstances the
CCM would use revenue figures to calculate the appropriate market shares of the various enterprises within
the market on a yearly basis. The figures provided by various parties did not permit the calculation of such
shares. One particular complexity was the fact that many banks bought several products as a ‘package’ and
it may be subjective to split the figures into various components. The CCM is also of the view that the use of
revenue figures may not materially change the conclusion on market share.
4.67 The table below shows the market share figures for each of the suppliers of image-based clearing solution
based on volume of sales that is the number of hardware and software sold to their clients for the period of
sales53 from their entry in the market to February 2014.
Supplier

Hardware

Software (units)

% market share

% market

(units) sold

sold

in hardware

share in
software

BB

78

12

60.5%

70.6%

[]

[]

[]

[0-3%]

[5-7%]

[]

[]

[]

[0-2%]

0%

[]

[]

[]

[30-35%]

[15-18%]

53

The CCM had asked for sales data from the start of the MICR project up to now, from suppliers. The period of sales differ
amongst suppliers as some have entered the market in 2011.
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0

1

0%

[5-6%]

Total

129

17

100%

100%

31

Table 2. Table showing the market share of Blanche, Birger and other suppliers for software and hardware components
sold to banks (Source: information obtained from responses to Information Request Orders issued to suppliers)

4.68 As shown in the table above, Blanche, Birger is the supplier with the highest market share in the supply of
hardware components for the purpose of cheque truncation, with 60.5% market share in the supply of
hardware components. Blanche, Birger is followed by [] which has [%] of the market for the supply of
hardware components for the purpose of cheque truncation and the rest is shared amongst suppliers such
as [], [] and [].
4.69 With regards to the supply of the software component for the purpose of cheque truncation, Blanche, Birger
is also the leader in the market with 70.6% of market share for the supply of software components for the
purpose of cheque truncation. [] has [%] of the market for the supply of software components for the
purpose of cheque truncation and the rest is shared amongst other suppliers, as described in the table
above.
4.70 Therefore, based on the respective market shares in the market for the supply of hardware components for
the purpose of cheque truncation, as shown in Table 2, Blanche, Birger is in a monopoly situation in the
defined market, that is, the market for the supply of hardware components for the purpose of cheque
truncation.
4.71 As for the software market, the CCM has found that Blanche, Birger is in a monopoly situation under Section
46 of the Act, with a 70.6% market share in the market for the supply of software components for the purpose
of cheque truncation.

Assessment of market power and dominance
4.72 The CCM has ascertained above, that Blanche, Birger is in a monopoly situation with 70.6% of market share
in the market for the supply of software components for the purpose of cheque truncation. The section
below will now assess if Blanche, Birger as the lead player in that market could be exercising market power
and dominance54 such that it would restrict, prevent or distort competition.
4.73 The assessment of market power and dominance of Blanche, Birger were based on information gathered
from the main party and through IROs. The following factors55 were taken into consideration when assessing

54

Dominance is defined as: a situation where the structure of competition is weakened as a result of the very presence of the
undertaking(s) in question.
55
Paragraph 12, Commission Guidance (2009/C 45/02), Official Journal of the European Union. http://eurlex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2009:045:0007:0020:EN:PDF.
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dominance, namely (i) the competitive structure of the market, (ii) constraints imposed by the existing
suppliers on the dominant undertaking, (iii) the barriers to entry and (iv) countervailing buyer power.
Competitive structure of the market
4.74 Historically Blanche, Birger has been the provider favoured by banks and the experience of the main party,
allied with its ‘savoir faire’ and level of service has contributed in sustaining its market share. The CCM has
assessed the level of concentration of the market, by using the Herfindahl Hirschman Index of concentration
(HHI)56. The HHI has been calculated to be 5,364, thus showing that the market for the supply of software
components is highly concentrated. A high level of concentration implies that the market may not be as
competitive as it should be, suggesting that one or two companies may be dominant as market players and
may therefore exercise such dominance independently of other market players.
4.75 In such a concentrated market, the high market shares of Blanche, Birger may by itself indicate the existence
of market power. Indeed, the European Court has stated that dominance can be presumed in the absence
of evidence to the contrary if an enterprise has market shares persistently above 50%57. In this case, the
market share of Blanche, Birger is about 70%.
Constraints imposed by existing suppliers of software components for the purpose of cheque truncation on
Blanche, Birger
4.76 The CCM has assessed in the above ‘market definition’ sections for the software components that there is
some evidence of substitution from banks, in favour of software components from other suppliers. There
could also be a limited amount of substitution in favor of other suppliers of hardware components for the
purpose of cheque truncation. An assessment of market share figures in Table 2, has revealed that Blanche,
Birger is in a monopoly situation in both defined relevant markets, showing that other suppliers may not be
able to exercise as much competitive constraints as would have been present in a competitive market. Based
on such figures, the CCM can argue that it may not be possible to contest the acquired market share (60%)
of Blanche, Birger in the market for the supply of hardware components for the purpose of cheque
truncation. This situation could have been made possible by the leverage of market power it had in the
market for the supply of software components, and the fact that other brands of hardware are not
interoperable with Blanche, Birger’s software components.
Barriers to entry
4.77 The CCM has assessed if there were barriers to entry in the market for the supply of software components
for the purpose of cheque truncation, from the information gathered from responses to IROs submitted by
suppliers. The CCM understood that there were some factors which could act as barriers to entry in the

56
57

This is calculated as follows: (Market share of company a )^2+ (market share of company b)^2
See for instance Case C62/86 AKZO Chemie BV v Commission [1991] ECR I-3359
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market for the supply of software components for the purpose of cheque truncation. Those factors are
described below:
a)

Only one type of hardware/software is pushed58;

b)

Asymmetry of information and lack of transparency in the market59;

c)

Even if the initial investment for the head office or one of the branches has already been made with
Blanche, Birger, the extension of the system to the branches of the banks should not be restricted to
one supplier60.

d)

Limited size of the market.

Barrier a)
4.78 The CCM believes that this particular barrier to entry may have originated from Blanche, Birger’s first mover
advantage in a growing market. Through the MICR project (as explained in prior sections of this Report),
Blanche, Birger appears to have captured a substantial share of the market for the supply of software
components. Banks may be more willing to be supplied by Blanche, Birger for their software and hardware
components needs and therefore, this may to a certain extent make entry into the market more difficult.
Barrier b)
4.79 This particular structural barrier to entry, on asymmetry of information and the unavailability of information
on the transition to branch-level truncation is understood by the CCM to be quite consequent for other
suppliers of software and hardware components. In the absence of information on the delay for the
transition to branch-level truncation and any other information related thereto, suppliers may not be able
to compete effectively with Blanche, Birger for branch-level truncation. Other suppliers may not be able to
gain effective access to clients of Blanche, Birger or any other clients as they would not be able to anticipate
their software and hardware needs for cheque truncation in time.
Barrier c)
4.80 Other suppliers have mentioned that supply for branch level truncation in banks may be restricted to one
supplier only, that is, Blanche, Birger. Other suppliers may once more not be able to enter the market in a
timely, likely and efficient manner and may not therefore be able to effectively compete with Blanche,
Birger, the more so, if the software of Blanche, Birger is not compatible with the hardware components of
other suppliers, at branch-level.

58

[]
[]
60
[]
59
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Barrier d)
4.81 The market size for the software component may be limited. Once the bank has bought a particular software,
it is unlikely that it will replace such software or buy any new software. Replacement would entail additional
cost and also training of staff to use the new software together with the risks that may entail. Given that
most of the banks have already purchased their software there is unlikely to be substantial demand in the
market to attract further entry. In contrast, there may exist demand in the market for hardware components
as there would be need for replacement due to wear and tear and there may also be fresh demand for
branch- level truncation.
Countervailing buyer power
4.82 Throughout information gathering the CCM came to the understanding that banks, which were the clients
of Blanche, Birger and other suppliers for software components for the purpose of cheque truncation, had
the choice between suppliers and could choose to change suppliers, if they so wished.
4.83 The CCM was informed by one such bank that it had plans to change suppliers for its entire software part of
the cheque truncation process. This inevitably demonstrates that clients, as buyers, have buyer power and
can choose to exercise it according to their business circumstances and wishes. In addition, 44% of banks
surveyed submitted that for branch-level truncation, they would consider buying from other suppliers, on
the condition that the suppliers’ products would be compatible with their existing system at head office61.
4.84 Although there may be some degree of buyer power, the CCM is aware that switching to other suppliers
may not be as easy as anticipated, given the high investment in a system for cheque truncation. In the
scenario that such a system has been supplied by Blanche, Birger and therefore interoperability with other
brands of hardware components could have been an issue, there could be considerable switching costs when
scrapping the whole system62, and in launching tendering processes, which could be quite lengthy.
4.85 Furthermore, it is not all banks that would have power in the buying market. Most of the banks are small
and constitute just a small part of the whole market to be able to exercise buying power.
Conclusion on assessment of market power
4.86 The CCM’s analysis and assessment of facts have shown that Blanche, Birger has been able to consolidate
its position in the market for the supply of software components for the purpose of cheque truncation
through first-mover advantage in the said market and as explained above, through some structural barriers
to entry, which may have enhanced its market power. In addition, the relationship between its clients and

61
62

Information submitted in response to Information Request Orders from the CCM dated the 30 th January 2014.
Information gathered from meetings held with banks.
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Blanche, Birger, coupled with its reputation for support and service, have contributed to Blanche, Birger
being an unavoidable trading partner.
4.87 Blanche, Birger has also been able to exercise its market power in the defined market for software
components, due to the fact that its software component is not interoperable with hardware components
from other suppliers.
4.88 Therefore, based on the above assessment coupled with the fact that Blanche, Birger has high market shares,
the CCM can conclude that Blanche, Birger is dominant and will be likely to sustain its dominance in the
market for the supply of software components for the purpose of cheque truncation.
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5. Preliminary Concerns
5.10 It has been demonstrated from the analysis above that the hardware component and software component
for the purpose of cheque truncation would constitute two separate product markets rather than a single
market.
5.11 From information gathered and analysed for the purpose of this Report, it has also been demonstrated that
Blanche, Birger is in a monopoly situation in the defined relevant markets. In the market for the supply of
software components for the purpose of cheque truncation, Blanche, Birger is estimated to have 70.6% of
the market, whereas in the market for the supply of hardware components for the purpose of cheque
truncation, Blanche, Birger is estimated to have 60.9% of the market. Therefore, Blanche, Birger is likely to
be in a monopoly situation with regards to the supply of the software component.
5.12 The market for the software component is already a concentrated market and the market share of Blanche,
Birger within the market is high. Furthermore, there may exist barriers to entry into the market which would
give Blanche, Birger a dominant position in the market.
5.13 The CCM is concerned that Blanche, Birger might be tying the cheque scanners it sells to its software
component, NCR NCompass, thus restricting, preventing or distorting competition in the market for the
supply of hardware components for cheque truncation.
5.14 Furthermore, the fact that the NCR NCompass software is not interoperable with cheque scanners supplied
by Blanche Birger’s competitors without any intervention on the part of Blanche, Birger and/or NCR Global,
could constitute a barrier to entry both for existing suppliers and new entrants in the market for the supply
of hardware components for cheque truncation.
5.15 On the basis that Blanche, Birger is in a monopoly situation in both markets and the fact that NCR NCompass
software is not interoperable with other brands of scanners, the potential tying of its cheque scanners with
its software component could be preventing, distorting or restricting competition in the market for the
supply of hardware components. This could occur through the foreclosure of competitors in the supply of
hardware, given that:
(i) Blanche, Birger is in a monopoly situation in the tying and tied markets;
(ii) The NCR NCompass software is not interoperable with other brands of scanners without an
intervention from Blanche Birger and/or NCR Global.
5.16 The CCM has elaborated on the barriers to entry in the preceding section and these could have led to a
consolidation of the monopoly situation of Blanche, Birger in the defined markets, as argued by the CCM.
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5.17 Such a tying may significantly reduce the choice of banks and constitute exploitation of the monopoly
situation of Blanche, Birger. Banks currently using the NCR NCompass software, would find it difficult to
switch to other suppliers of cheque scanners in the present circumstances, should they wish to do so. An
analysis of responses obtained to the IROs to banks, has revealed that 44% of banks or clients of Blanche,
Birger would have considered switching to other suppliers of cheque scanners, in the absence of the tying.
This shows that the tying may be preventing some banks from switching to other suppliers for their hardware
needs for cheque truncation.
5.18 Additionally, there could be important switching costs that could be incurred by banks, as discussed in the
sections above. Banks would therefore be left with no viable choice (if the switching costs exceed the
benefits as per their assessment of any change in suppliers), with the exception of Blanche, Birger. There
would hence be a loss or a restriction in consumer choice and the possibility that such restriction or loss
could be detrimental to their activities, and possibly weigh down on the costs incurred by banks.
5.19 This switching cost will also limit the ability of new entrants and existing players to compete with the
scanners as offered by Blanche, Birger. Given that a significant proportion of the banks already use the
software of Blanche, Birger by not providing access to other scanners, Blanche, Birger will limit the size of
the contestable market in relation to scanners.
5.20 It has been shown that Blanche, Birger has 70% of the software market and by tying the hardware to the
software, Blanche, Birger will limit the access of existing and new entrants on the market of hardware
component for cheque truncation. Consequently, other suppliers will not be able to supply those banks who
already have the software of Blanche, Birger and will thus restrict the size of the market accessible to other
suppliers.
5.21 44% of banks have expressed the view that they would consider shifting supplier of hardware in the event
of a price increase of hardware by Blanche, Birger and provided that there is interoperability. But in the
absence of such interoperability, shifting supplier for hardware would imply shifting software also which
would increase the cost of such shift. Thus, potential suppliers to be able to attract those customers will
have to compensate for that loss which would make the market unattractive and result in barriers to entry.
5.22 Furthermore, this switching cost could enhance the dominance of Blanche, Birger in the market for hardware
component as the cost of shifting would be likely higher than the cost of paying 5-10% higher for the
hardware component.
5.23 With respect to branch-level truncation whereby the demand for cheque scanners would grow
consequently, the CCM also had some concerns regarding the fact that suppliers providing cheque scanners
to clients of Blanche, Birger would not be able to do so as the system installed by Blanche, Birger at head
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office and branches may not be compatible with the ones provided by such suppliers, in terms of
interoperability. Such incompatibility, if ever, would have in itself, prevented other suppliers from supplying
the clients of Blanche, Birger. This might have resulted in a situation whereby they could be foreclosed from
the market for the supply of hardware components for the purpose of cheque truncation. The CCM believes
that this would have been manifested as an exclusionary abuse.
5.24 The above concerns have to be balanced with Blanche, Birger’s submissions that there are other factors to
be considered such as quality, reputation inter alia. However, it has not been demonstrated that tying is the
only mean of achieving these elements.
5.25 In light of the concerns as discussed above, the Executive Director was of the view that the matter be
investigated further. However, Blanche, Birger promptly proposed to give Undertakings which satisfactorily
address the anti-competitive concerns of the CCM.
5.26 The Undertakings are discussed in more detail in the next section.

[Public Document]– COMPETITION COMMISSION OF MAURITIUS

[Investigation into image-based clearing systems provided to commercial banks-INV/024]

39

6. Undertakings offered by Blanche, Birger Ltd
6.10 On 27th June 2014, Blanche, Birger Ltd represented by its Chief Executive Officer, Mr. Jacques Harel, agreed
to offer Undertakings
6.11 Two meetings were held between representatives of the CCM and the Chief Executive Officer of Blanche
Birger, to discuss the terms of the Undertakings.
6.12 The Undertakings, if accepted by the Commission, will remain in force for a period of five (5) years.

Main Provisions of Undertakings offered by Blanche, Birger Ltd
6.13 Blanche, Birger undertakes to consider requests from its clients and/or third parties in relation to the
integration of cheque scanners, other than those marketed by Blanche, Birger, into the NCR NCompass
Software, subject to technical feasibility.
6.14 Where the integration is feasible, Blanche, Birger undertakes to do the integration in good faith following an
agreement on the scope of work between Blanche, Birger and the interested party/parties.
6.15 The integration must not exceed 6 months following the agreement on the scope of work.
6.16 Blanche, Birger undertakes to provide the integration on fair, reasonable and non-discriminatory terms.
6.17 Blanche, Birger undertakes to notify the Competition Commission of its responses to a request for
integration, including the details of any cost/pricing element within a period not exceeding 30 working days
over the next (5) years.
6.18 Blanche, Birger further undertakes to notify the Competition Commission, at least 30 working days prior to
making any changes to the Undertakings, which changes shall be subject to the approval of the Commission
as per Section 64 of the Act.
6.19 Blanche, Birger undertakes to comply with the present Undertakings.
6.20 The present Undertakings shall be valid for a period of five (5) years as from the date of the decision of
Commission to accept those undertakings.

[Public Document]– COMPETITION COMMISSION OF MAURITIUS

[Investigation into image-based clearing systems provided to commercial banks-INV/024]

40

7. Assessment of the efficacy of the Undertakings
7.10 This section assesses to what extent the Undertakings provided by Blanche, Birger address the concerns of
the CCM.
7.11 The CCM was concerned that Blanche, Birger might be tying its image-based clearing software, NCR
NCompass software for the purpose of cheque truncation to its NCR scanner; that is, once the client buys
the software it was locked into buying only scanners as offered by Blanche, Birger.
7.12 It is to be highlighted at the outset that the Undertakings, if accepted by the Commission, will be valid for a
period of five years.
7.13 Based on preliminary assessment, the Executive Director formed the view that Blanche, Birger was likely to
be in a monopoly situation in the supply of software for image based clearing solution. Further to that, by
preventing clients from using other brands of scanners with the software of Blanche, Birger, the latter may
be abusing its monopoly situation to further enhance its dominance in both the market for the supply of
software and the market for the supply of scanners.
7.14 The concerns of the Executive Director with respect to the present investigation are whether the
exclusionary nature of the NCR NCompass software marketed by Blanche, Birger would entrench the latter’s
monopoly position in the market such that it prevents or excludes competitors from entering or maintaining
their position in the market. Therefore, the Undertakings offered by Blanche, Birger seek to address the
concerns of the CCM.
7.15 The Undertakings offered by Blanche, Birger, namely in paragraph 2.4.2 (a), state that Blanche, Birger will
consider requests from its clients and/or third parties in relation to the integration of cheque scanners, other
than those marketed by Blanche, Birger into the NCR Software, subject to technical feasibility. Furthermore,
Blanche, Birger undertakes to integrate the scanner, subject to the other provisions of the Undertaking and
the scanner’s certification to standard norms or USB compliance, wherever technically feasible.
7.16 Through this Undertaking, the CCM believes that the concerns of the CCM in relation to a potential
foreclosure of the market, should Blanche, Birger have tied its NCR NCompass software with the use of NCR
scanners, have been addressed. Blanche, Birger has undertaken to give access to other brands of cheque
scanners, other than those provided by Blanche, Birger to integrate to its NCR NCompass, by considering
requests from clients and/or third parties. This would allow other competitors of Blanche, Birger to supply
the clients of Blanche, Birger with hardware components for the purpose of cheque truncation.
7.17 In addition, as per paragraph 2.4.2 (b), Blanche, Birger undertakes to do the integration in good faith within
a period not exceeding 6 months after the scope of work has been agreed on. The CCM believes that this
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time frame would allow the said competitors to supply the clients of Blanche, Birger in a timely and efficient
manner, thus making supply-side substitution possible for such competitors, who were previously supplying
only non-clients of Blanche, Birger.
7.18 Blanche, Birger also undertakes to provide the integration on fair, reasonable and non-discriminatory terms
according to paragraph 2.4.2 (c) of the Undertakings. The CCM is of the opinion, that such an undertaking
would allow competitors to benefit from a level playing field by being able to supply their scanners or
hardware component for the purpose of cheque truncation to banks which are clients of Blanche, Birger.
They would thus be able to benefit from fair, reasonable and non-discriminatory terms and will be able to
compete as efficiently as Blanche, Birger and on competitive terms.
7.19 As per paragraph 2.4.2 (d) of the Undertakings, Blanche, Birger undertakes to notify the Competition
Commission of its responses to a request for integration, including the details of any cost/pricing element
within a period not exceeding 30 working days over the next five (5) years. Additionally, Blanche, Birger has
undertaken to notify the Competition Commission of a refusal to accede to a request for integration and the
reasons thereof within a period not exceeding 30 working days over the next (5) years.
7.20 The CCM believes that the above-mentioned Undertakings will ward off any exclusionary conduct from
Blanche, Birger, as it would allow the CCM to understand the reasons for a refusal to any request from a
supplier for integration and to intervene should such a refusal have anti-competitive effects on the defined
market. In addition, notifications provided to the CCM in respect to cost/pricing element will prevent any
exclusionary conduct, from Blanche, Birger in the form of excessive prices charged to suppliers of scanners,
other than those provided by Blanche, Birger, as it would allow the CCM to monitor any potential anticompetitive behavior from the latter.
7.21 In conclusion, the Executive Director is of the view that the Undertakings offered by Blanche, Birger as set
out in the previous section satisfactorily address all the concerns that the CCM had about any prevention,
restriction and distortion of competition in the market for the provision of Image-based clearing solutions.
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8. Conclusion and recommendations to the Commission
8.10 The Executive Director of the CCM is of the view that Blanche, Birger is in a monopoly situation in the market
for the supply of software for clearing solutions. The Executive Director further takes the view that Blanche,
Birger may be tying the hardware with the software which may have adverse effects on competition in those
markets.
8.11 However, the Executive Director is of the opinion that the Undertakings offered by Blanche, Birger properly
seek to address the competition concerns identified by the CCM.
8.12 At the outset, the Executive Director wishes to point out that Blanche, Birger’s willingness to address the
competition concerns which were identified in the Statement of Issues report is commendable.
8.13 The Executive Director is of the view that the Undertakings offered by Blanche, Birger satisfactorily address
the competition concerns identified in the Statement of Issues report.
8.14 The Executive Director is of the opinion that the Undertakings offered by Blanche, Birger are adequate to
prevent any prevention, restriction or distortion of competition in terms of Section 46 of the Act.
8.15 The Commission may, after having taken cognizance of the report of the Executive Director on the matter,
determine a case on the basis of an Undertaking if it considers that the Undertaking satisfactorily addresses
all the concerns it has about any prevention, restriction distortion or substantial lessening of competition.
8.16 Since the Undertakings offered satisfactorily address all the competition concerns identified in the
Statement of Issues Report, the Executive Director recommends that the Commission accepts the
Undertakings as per Annex I.
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9.

Next Steps

9.10

It is up to the Commission to come to a decision pertaining to this matter, after having taken cognizance
of the report of the Executive Director.

9.11

Should the Commission find that the Undertakings address the competition concerns and should it accept
the undertakings, the undertakings shall be published as a decision of the Commission pursuant to section
63(4) of the Act and consequently shall have the effect of a direction as per section 60 of the Act.

9.12

The Commission is empowered under Section 64 of the Act to keep under review directions and
undertakings. Under Section 65 of the Act, the Commission is also empowered to enforce the directions
and undertakings.
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