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UNION CHALLENGES SUPERMARKETS TO SUPPORT WATCHDOG 

NFU Scotland challenges supermarkets to support the proposed establishment of a watchdog for their sector and help deliver fairness and transparency into the whole grocery supply chain.  

This challenge comes as the Competition Commission published draft details of the proposed Grocery Ombudsman and starts a month-long consultation period before issuing final undertakings, when supermarkets will be required to sign up.  It is widely hoped that the ombudsman may be in place before the end of 2009.

The creation of an ombudsman to police a strengthened code of practice for retailers was deemed necessary due to consistent flouting of the existing voluntary code, as revealed during an extensive 2-year inquiry into the grocery sector. This inquiry identified sharp practices, such as retrospective changes to the prices that supermarkets pay suppliers and demanding rebates from suppliers without prior agreement.    

NFU Scotland Chief Executive James Withers said:

“It has taken more than a year since the Competition Commission’s recommendations were published, but an ombudsman for the grocery sector to police the relationship between consumers, producers, processors and retailers is one step closer to reality with the publication of this consultation.  

“For farming, the timing of this announcement could not have come at a more critical moment.   Farmgate prices reached higher peaks in Europe during last year than they did in the UK, yet UK food price inflation has been running at twice that of other EU countries during this current economic crisis. What better demonstration could there be of the dominance of the UK retailer delivering for no one but themselves? 

“Every other major industry has an independent policeman.   We have four supermarkets that sell 80 percent of the food and drink in this country yet there is no independent check in the system. Should we not learn a lesson from the banking fiasco?  If you allow powerful players to operate without sufficient regulation, the world comes tumbling down on the ordinary consumer.”

Supermarket assertions that the cost of an ombudsman would lead to increased prices for consumers were recently dispelled in independent research by leading economist Professor Roger Clarke who said: “The remedies, if effectively enforced, are likely to lead to lower prices in some cases, like agricultural products. Even very small price reductions and other benefits are likely to result in consumer benefits far outweighing the modest cost of the Ombudsman.”
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Professor Clarke’s research also refutes suggestions that consumers would be adversely affected by the supermarket ombudsman, showing that an ombudsman would actually result in more choice for consumers and better products. Professor Clarke said: “A supermarket watchdog would not only benefit consumers but also be, arguably, in the interests of the supermarkets themselves.”

Ends

Notes to Editors

· Professor Clarke, based at Cardiff Business School, is a microeconomics expert on competition policy and is available for interview or comment.  His paper entitled ‘The Impact of a Groceries Ombudsman on Consumers’ Best Interests’ is available at http://www.rogerclarke.org.uk/sitebuildercontent/sitebuilderfiles/finaldraftpdf
· The 11 retailers recommended to be covered by the groceries ombudsman are: Aldi, Asda, The Co-op (which includes Alldays), Iceland, Lidl, Marks & Spencer, Morrisons, Sainsbury’s, Somerfield, Tesco (which includes One Stop) and Waitrose.


