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Same meal, different fees: Delivery
charges vary in unexpected ways

AniPhone user is likely to be
charged more than an Android
phone user, test results show

Lim Zi Enand
Julian Wright

For The Straits Times

Q: Do digital platforms use personal
data to charge more?

A: Consumers are making ever :

greater use of digital platforms for
online shopping, ride hailingand
fooddelivery. At the same time,

these platforms - including Lazada,

Grab and Foodpanda - collect data
about us: Where we live, what
deviceswe are using, how much we
have purchased before and what
otherapps weare using,.

Do they make use of allthis data
to charge us moreifthey think we
are less likely to shop around?

Just because firms can set
personalised prices,doesn’t mean

theywill. Animportant reason they

may notis the fear of a consumer
backlash if caught.
Famously, inits early days,

Amazonexperimented by charging

different customers different
prices forthe same DVDs. Between
Aug3landSept5,2000,Amazon

varied the prices on 68 DVDstotest

howprice changeswould affect
theirsales.

Unfortunately for Amazon,
customers compared notes. They
were outraged, assuming that
Amazonwas charging them more
based onwhere they lived or how
much they had purchased before.
“We've never tested and we never
willtest prices based on customer
demographics,” founder Jeff Bezos
saidinanews release at the time.

Fast forward to this year,and
some kinds of price discrimination
do seem to have become accepted.
One common practiceis targeted
promo codes. Theiracceptance
may reflect that they are framed as
discounts, and that recipients are
aware of the special deals being
offered.

Another common practice is
surge pricing. Ride-hailing
operators increase the price ona
routeif demand exceeds supply.
Butbecause prices can vary for
eachdifferent trip, it raises the
prospect that these platforms could
also charge riders more based on
the particular address they are
going to (suchasafine-dining
restaurant) or the rider’s history (if
they always take a certain route
using the same platform, for
example) withoutriders realising.

Toshed light on whether such
price discrimination does arise, we
gathered dataon Deliveroo’s
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i delivery fee in Singapore. This is

i the fee that Deliveroo charges and
: collects from customers on top of

: therestaurant’s price when having
: fooddelivered. We did this intwo

i ways.

First, we ran seven randomised

¢ experiments, eachvaryinga
i different characteristic of interest. :
i Foreach experiment, we

: conducted the following exercise
¢ 120 times:

A clean-slate Deliveroo account
was created based on

¢ predeterminedspecifications —

: simulating a new user with no past
: orders,usinga phone withall prior
: content and settings erased viaa

i factoryreset;

A sample order was made from
the same food stallbased on

i the same specifications except for
: the characteristic of interest that

: wasrandomly chosen (such as

1 whetherthe phone type was

i Android or iPhone);

The delivery fee shown was
recorded.

¢ Second, we surveyed more than

: 1,000 Deliveroo users, asked them
! toenterasample orderand

i collected the correspondinguser
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characteristics and delivery fees.

‘What we found was remarkably

: similaracross the twoapproaches.
: The findings show price

: differentiation in Singapore by

: Deliveroobased on personal data

i overthe period of our study (from
i Julyto September).

In our experiments, our baseline

: “user”hasan Android phone,

: signedup to Deliverooviae-mail, is
1 25years old, with adelivery

: distance fixed at 0.7kmto anHDB

: address,andrequestsa $20.80

i order. Giveneverythingelse is

: fixed, this phantom user receivesa
i delivery fee of $1.99.

When the same user instead

: starts with aniPhone, that

i customer would sometimes get the
¢ same $1.99 delivery fee and

: sometimesadelivery fee of $2.49.

: Averaging over all such users, they
i arecharged 12 cents more perorder :
¢ forusing an iPhone.

The results from our survey data

: found iPhone usersare charged
: around 29 cents more per order
: than Android phone users, after
: controlling for everything else.

Similarly, we found signing up to

: Deliveroo by using Facebook or
: Google accounts rather than by

e-mail increases the delivery fee by

i 44centsand 38 centsrespectively
¢ basedon the experimental results,
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and 54 cents and 39 cents
: respectively based on the analysis
: ofthe survey data.

Otherinteresting results are that

: users below 20 orabove 60 face

: lower delivery fees, userswho have
¢ other food delivery apps installed

: ontheir phone face lower delivery
: fees,those whosubscribe toand

: frequently read Deliveroo’s

: newsletter pay more, and those

: ordering from private condos or

: landed houses pay more.

While the dollaramounts

! involved aresmall, asa percentage

: of Deliveroo’s fee charged they are

i significant. Taken together, they

: couldbe quite substantial. And yet,
: without the kind of careful study we
¢ have carried out, it would be hard

: forindividual userstodetectthese

: smalldollar differences, especially

: asthedifferences seemtobe

randomised (for example, in our

: experiments, the iPhone user only
: sometimes facesahigher price).

The bottom line is that forat least

: onedigital platformin Singapore,

: the evidence points to price

: differentiation for customersbased
: ontheir digital footprint.

Thisbegs the question: How

¢ widespread is this practice in

: Singaporeand elsewhere? While

: froman economic efficiency

: perspective, such practices are not

: necessarily harmful, consumers

: maywant to know how their data is
i beingused (especially whenin

! some cases, itisused against them).

Effortswere made to get

! Deliveroo’s commenton the
¢ findings, but no response was
: available by presstime.

A more thoroughinvestigation

: by theauthorities seems

i warranted. Butaword of caution:
1 once the authorities start looking,
i they might not find anything. The
: platforms are likely to tweak their
¢ algorithms if they are concerned

1 aboutanyinvestigationand the

i associatedrisk ofa consumer

i backlash. So perhaps by the time

: you've finished reading this

¢ column, it will be too late to exploit
i our findings for your next food

i deliveryorder.

: ® LimZiEnrecently graduated from

: the National University of Singapore
i withan honours in Economics. Julian
 Wrightis Lim Chong Yah Professor at
i the university's Department of

: Economics.

® Thisis amonthly series by the NUS

i Department of Economics.Each

: month,apanel willaddress a topical

: issue.lfyouhave aburning question

i oneconomics, write to

: stopinion@sph.com.sg with"Ask NUS"
! inthesubject field.

The writers
carried out a
study that found
price
differentiation in
Singapore by
delivery platform
Deliveroo based
on personal data
over a period of
July to
September.
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