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UNITED CALL FOR SUPERMARKET WATCHDOG

A coalition of high-profile organisations has called for the introduction of a supermarket watchdog to protect supermarket suppliers from exploitation and to address the threat to small shops.  The coalition comprises organisations representing farmers, small shops and environmentalists (see notes for details).  It has submitted proposals to the Competition Commission, which is currently conducting an inquiry into the major supermarkets. 

In its submission, the group has called for the appointment of a proactive supermarket ‘adjudicator’ to investigate and stamp out the abuse of supermarket power.  In a separate submission, the group also calls for changes to the planning system to encourage diversity to prevent the major supermarkets from dominating local areas.

The proposals come on the back of increasing evidence of supermarkets abusing their power.  Scotland’s farming union has been campaigning for tougher curbs on the major supermarkets.  It has collected a great deal of evidence of suppliers being exploited and subjected to the kind of anti-competitive practices which the Competition Commission’s previous inquiry into supermarkets attempted, but failed, to address (see notes for details).

NFU Scotland Deputy Chief Executive James Withers, a member of the group, said:

“This is about ensuring fair trade in the food industry.  Supermarkets are farmers’ biggest customers, selling about three-quarters of all the produce that leaves the farm gate.   Therefore, we have to work with them, but we simply can’t afford to do so at any price.

“There is a culture of fear in the food industry.  Exploitation is a taboo subject, with suppliers too afraid to speak up when they feel mistreated by supermarkets.  In this day and age, that is unacceptable.  All we want is a check in the system; a watchdog to ensure that suppliers are treated ethically.  The Supermarket Code was a laudable idea when it was introduced four years ago.  But it has failed to have any effect because there is no proactive enforcement and suppliers are afraid to complain.  The result is that the Code sits on a shelf gathering dust, whilst supermarkets become more powerful and, it would appear in too many cases, more willing to abuse that power.

“It is critical for consumers that this Competition Commission investigation addresses this huge problem. If left unchecked, the ability and willingness of supermarkets to put intolerable pressure on their suppliers will result in the loss of local food production - something we are already seeing in the milk industry - and a lack of innovation and investment.  The short-term drive to maximise profits is jeopardising the long-term supply of Scottish food and drink. We need a policeman in the market to address that urgently.”  More/…
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NOTES TO NEWS EDITORS

1. You can view the submissions made by the Cross Cutting group here

http://www.competition-commission.org.uk/inquiries/ref2006/grocery/third_party_submissions_mps.htm
2. The following groups are part of the Cross Cutting Group:

ActionAid UK, Association of Convenience Stores, Association of Master Bakers, Banana Link, Breaking the Armlock Alliance, British Brands Group, British Independent Fruit Grower’s Association, Campaign to Protect Rural England, Country Land and Business Association, Food Access Network, Friends of the Earth, Graydon UK, National Farmers’ Union of England and Wales, National Farmers Union Scotland, nef, Rural Shops Alliance

3. The Competition Commission are due to publish provisional findings in September with a final report in February 2008.  The Competition Commission must report by May 2008.

4.
The following are just some of the complaints about supermarkets made to NFU Scotland by individuals who have direct supply relationships:

· Supermarket demands lump sum payments to keep business or, during the tendering process, to secure it; 

· Supermarket sets its margin for a product in advance and if the margin is not achieved the supplier is forced to make up the difference; 

· Supermarket expects suppliers to pay an annual payment amounting to a percentage of their turnover as a goodwill gesture; 

· Supermarket runs promotions (e.g. ‘two for one’ or buy-one-get-one-free’ deals) and charges suppliers for the cost of it without negotiation and with no notice; 

· Changes of terms (particularly payment terms) by supermarket are imposed, not negotiated; 

· There is rarely a written contract setting out terms of business and, where there is, it are rendered meaningless by imposed changes with little, if any, notice. 

· Supermarket insists on the use of prescribed hauliers and packaging suppliers who are considerably more expensive than other sources; 

· Supermarket demands the right of approval over public statements by suppliers. 
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