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Delivery Commission Caps: Policy Effects and Legislative Considerations

Calls for the swift passage of legislation regulating food delivery commissions are growing.
Reducing restaurants’ cost burdens and improving conditions for small businesses are important
policy objectives. The merits of these objectives, however, do not guarantee the effectiveness of
the proposed policy instrument. Even if commission caps reduce restaurants’ direct costs, the
ultimate outcome may differ from expectations as platforms adjust their strategies and consumers

change their behavior.

A central task in the legislative debate is to assess the policy’s overall impact, including its
indirect effects. When the urgency of passing a bill takes precedence, the immediate benefits of
lower commissions tend to receive greater attention, while the implications for consumer costs and
restaurant revenue can remain at the margins of the discussion. Yet these are not secondary
considerations. They are central to determining whether the regulation achieves its stated purpose
of protecting small businesses. Commission caps seek to reduce restaurant costs by limiting the
fees platforms can charge them. If all other terms of the transaction remain unchanged, lower
commissions can be expected to generate cost savings. The outcome may differ, however, if
platforms adjust consumer charges or change how they recommend restaurants. This is why an
assessment of the policy must extend beyond commission rates to encompass consumer prices,

order volumes, revenue, and differences in outcomes across restaurant types.

Li and Wang (2025)? provide empirical evidence on these issues. Examining commission
caps across 14 U.S. cities and states, the researchers found that platforms increased consumer
delivery fees after commissions charged to restaurants were capped. Independent restaurants also
experienced declines in orders and revenue. These findings suggest that lowering restaurant-side
commissions does not necessarily improve the business performance of the restaurants concerned.
The implications become clearer when cost savings and changes in demand are considered
separately. Even if a restaurant pays a lower commission on each order, a decline in total orders

may diminish the benefits it receives. A reduction in the nominal commission rate is therefore

2 Zhuoxin Li and Gang Wang (2024) Regulating Powerful Platforms: Evidence from Commission Fee Caps.
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insufficient, on its own, to establish the policy’s success. Restaurants’ actual business outcomes

reflect changes in order volumes and revenue as well as commission costs.

For consumers, a key issue is the shifting of costs. If consumer delivery fees rise after
restaurant commissions are capped, the regulation may transfer part of the burden to another
participant rather than eliminate it. The increase in delivery fees observed in the study illustrates
that the party directly subject to a regulation and the party ultimately bearing its costs may not be
the same. Any assessment of the policy’s benefits must therefore consider lower restaurant-side

costs alongside higher consumer-side charges.

An important distinction here is between the commission restaurants pay to platforms and
the delivery fees consumers pay. The study examines caps on restaurant-side commissions.
Referring to both categories simply as “delivery fees” risks conflating the regulation’s direct
effects with subsequent adjustments in how costs are allocated. An evaluation of the proposed
Korean legislation should likewise begin with a precise account of which charges it regulates and

the scope of its application.

Platforms’ responses to regulation are not limited to pricing. The study also found that
platforms shifted their recommendations toward chain restaurants following the introduction of
commission caps. This suggests that commission regulation can affect not only restaurants’ cost
structures but also their opportunities to reach consumers. From a restaurant’s perspective,
visibility and recommendations on a platform are connected to opportunities to receive orders. If
that visibility declines, the benefits of lower commissions may be limited. For a policy intended to
improve conditions for independent restaurants, changes in market-wide averages alone are
therefore an inadequate measure of effectiveness. Differences in outcomes between independent
and chain restaurants are an important criterion for assessing whether the policy achieves its
objectives. However, there are limits to applying overseas empirical findings directly to the Korean
market. The effects of regulation may vary depending on the legislation’s design, its coverage, and
local market conditions. The U.S. findings alone do not establish whether commission caps in
Korea would succeed or fail. Rather than supplying a definitive conclusion for Korean policy, the

study identifies specific mechanisms and risks that should inform the legislative assessment.



From this perspective, a pre-legislative impact assessment should go beyond estimating the
expected savings from lower commissions. Changes in total consumer spending, effects on
demand, shifts in restaurant revenue, and potential adjustments to platform recommendation
practices should all be considered within a common analytical framework. A balanced assessment
becomes difficult if the benefits of lower commissions are presented in concrete terms while the
associated costs are treated only as abstract concerns. An evaluation framework for the period after
implementation is also part of sound policy design. Tracking total consumer spending, restaurant
orders and revenue, and changes in independent restaurants’ visibility—alongside commission
rates—would provide a more comprehensive picture of the regulation’s actual effects. The

framework could also allow for policy adjustments if outcomes diverge from expectations.

Pressure to advance the bill, however, should not outpace analysis of its likely effects. The
evidence of higher consumer charges and declining orders and revenue at independent restaurants
underscore the difficulty of justifying the regulation solely based on direct cost savings. The
success of commission caps should be judged not by the passage of legislation or a reduction in
nominal commission rates, but by whether consumers and restaurants are materially better off.
Examining expected benefits alongside potential adverse consequences does not conflict with the
legislation’s purpose. It is central to evidence-based policy design aimed at achieving the goal of

protecting small businesses.



