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T et me start by HE CHAIRMAN:  Good morning, ladies and gentlemen.  L

welcoming you all here today.  I am Derek Morris, 

the Competition Comm

1 

Chairman of 2 

ission and chairing this particular inquiry 3 

into four bids for Safeway. 

 Let me start with some introductions.  T

six members of the Commission who are responsibl

Inquiry.  The five, apart from myself, on the tab

Professor John Baillie, who is an accountant; P

Klemperer, an economist;  Jonathan Rickford, who 

David Stark and Christopher Goodall, who both 

backgrounds.  Also w

4 

 here are in fact 5 

e for this 6 

le are:  7 

rofessor Paul 8 

is a lawyer;  9 

have business 10 

ith us is Margaret Smith, who is the staff 11 

member of the Commission who is responsible for this inquiry.  12 

ommission 13 She has a team of about 30 staff members of the C

working on these four bids. 

 Just a few introductory comments.  The Commi

a number of open hearings in recent years and it 

effectively the norm in cases which ar

14 

 ssion has held 15 

has become 16 

e, for want of a better 17 

umer interest phrase, high profile, where there is a strong cons

and where we feel that an open hearing may help to

to clarify matters or indeed encourage submissions 

organisations or indeed members of the public.   

 This is, however, only the second merger case

have held an open hearing.  Open hearings i

more problematic:  first, because resources and ti

very short in merger cases but, secondly, because

clear rules about the information dissemination

in takeover situations and which have to be ob

less, with four bids in this case, these being in

suppose, one of 

18 

 some degree 19 

from other 20 

21 

  in which we 22 

n merger cases are 23 

me scales are 24 

 there are very 25 

 that can occur 26 

served.  None the 27 

 relation to, I 28 

the most significant items of consumer 29 

expenditure, it seemed to us clearly appropriate that we should 30 

hold an open hearing.  So it is an opportunity for the bidding 31 

parties to summarise their cases and do it publicly, and an 32 

opportunity obviously for those others, or perhaps for the 33 

people they represent, to say that they will be affected for 34 

good or bad by any of the proposed acquisitions and to explain 35 

why that is the case. 36 

  The Secretary of State referred this case to the 37 
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Competition Commission on 19th March and that was

of the Director General of the Office of Fair Tra

due to report by 12th Aug

 on the advice 1 

ding.  We are 2 

ust, so that, you will appreciate, is 3 

an extremely demanding timetable. 

 I should also stress that the Inquiry 

under the provisions of the 1973 Fair Trading Act.

will know that that is due to be replaced wh

Enterprise Act comes into force in Ju

4 

 is being conducted 5 

  Some of you 6 

en the 2002 7 

ne of this year.  However, 8 

usion 9 this Inquiry will be conducted through to its concl

entirely under the Fair Trading Act provisions. 

 I should stress that, apart this ope

Commission will, as usual, be receiving written su

all interested parties and it will itself be gather

already is gathering, information for

10 

 n hearing, the 11 

bmissions from 12 

ing, indeed 13 

 its analysis of 14 

competition and related issues.  We will be holding a series of 15 

rties.  The hearings in private with various interested pa

findings at the end of the Inquiry will of course

those various sources of views and information. 

 Today's hearing is going to be split in

see this from the timetable.  The first sessio

primarily on local issues, what will be the e

these acquisitions on local c

16 

 reflect all of 17 

18 

 to two.  You will 19 

n will focus 20 

ffect of each of 21 

ompetition and how that is likely 22 

k at the to affect consumers.  The second session will loo

national scene, national dimensions, national as

competition between the supermarkets and the impac

merger on that, and also any impact or consequence 

mergers 

23 

pects of 24 

t of the 25 

of the 26 

on suppliers to supermarkets. 27 

  the  Each session will start with presentations by

potential bidders for Safeway and after that there 

opportunity for other i

28 

will be an 29 

nterested parties to speak.  A number 30 

have already indicated to us that they wish to speak and I will 31 

try to ensure that they get the opportunity during the course of 32 

the morning. 33 

  I or my colleagues may wish to raise some questions, but I 34 

suspect that we will be more or less entirely in listening mode 35 

today and want to give as much time as possible to people in the 36 

room who wish to raise points. 37 
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 go through it -  You will see in the timetable - I will not 

that it is indicative rather than rigid.  I do wa

ensure that people fee

1 

nt to try to 2 

l they have adequate opportunity to make 3 

the points they wish to make. 

 Just finally a few points about the conduct 

sessions.  The potential bidders have been

regulators, in particular the Takeover Panel, t

be careful about the public statements they make.  

particular, they must ensure that they avoid di

terms of any offer they make or making any statem

the bidder's intentions that risked misleading t

per

4 

 of these two 5 

 advised by the city 6 

hat they should 7 

In 8 

scussing the 9 

ents concerning 10 

he market or 11 

haps even creating a false market in the shares of these 12 

be aware of companies.  It is right that everyone here should 

those restrictions which the main participants are

under. 

13 

 operating 14 

15 

  s from other As for Safeway, it remains subject to offer

bidders and its position is even more restricted 

rules therefore.  Safeway representatives are pre

they will be here only as observers. 

16 

under the city 17 

sent today but 18 

19 

  ny doubt, no-In the same vein and for the avoidance of a

one should draw any inferences from anything th

colleagues might say.  It is very early in t

will not begin to form any judgements about this ca

considerably later.  We are primarily here to l

 

20 

at I or any my 21 

he Inquiry and we 22 

se until 23 

isten. 24 

 Any contributors who wish to make a point from the floor 25 

just catch my eye.  It would help if you would indicate any 26 

s not an organisational affiliation which you have.  It i

absolute requirement and I do not want to deter any

who might wish to remain anonymous but, if you 

us your affiliation, at least in broad terms, tha

27 

 participants 28 

feel you can give 29 

t would be 30 

helpful. 31 

  I should stress that these mergers are of course involving 32 

many millions or indeed billions of pounds, many millions of 33 

customers and many thousands of localities and the Commission's 34 

interest must of course therefore be in the overall picture.  We 35 

appreciate that an individual example can sometimes help to 36 

illustrate a general point, but I hope you will all recognise 37 
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that this is not the right forum to raise any indiv

complaint that anyo

idual 1 

ne might have vis-a-vis a particular store of 2 

a particular supermarket. 

 Equally important, I do want to stress tha

Inquiry into the current state of the supermarket

the activities or conduct of any of the existing 

players.  It is only about the likely impact o

the

3 

 t this is not an 4 

 industry or 5 

supermarket 6 

f any or all of 7 

 mergers that have been proposed and so I do hope that any 8 

d in that 9 questions or observations will be clearly grounde

issue. 

 Finally, I should say that, if there are poi

will certainly give the various supermarket 

opportunity to respond if they wish, either straigh

the end of the morning, but there may be issues th

more time to consider or indeed full an

10 

 nts raised, I 11 

representatives an 12 

taway or near 13 

at they need 14 

swers may require 15 

confidential material that it is not appropriate to raise today. 16 

re questions  I do want you to feel confident that, if there a

r o

17 

mmission none 18 aised that do not receive an answer today, the C

the less will pursue those at subsequent hearings. 

 Two final administrative points.  A transcrip

taken and w

19 

 t is being 20 

ill be available on our website or, if you wish to 21 

have your own copy, please write in and we will send you one.   22 

 uld you all now, as of right now, at this very  Finally, wo23 

ile phone;  (b) if so, moment, please check (a) do you have a mob

is it switched off;  and (c) if it is not, p

now.  Thank yo

24 

lease switch it off 25 

u. 26 

  eNunzio to I now open the first session by asking Tony D

come and speak on behalf of Asda.  I should stress

order is alphabetical. 

R DENUNZIO:  Good morning.  Thank you, Chairman and

27 

 that the 28 

29 

M  the 30 

Competition Commission, for giving us the opportunity to 31 

summarise our case. 32 

  There are two key reasons why we believe an acquisition of 33 

Safeway by Asda will be strongly pro-competitive and pro-34 

consumer.  Firstly, we will satisfy the pent-up demand for Asda 35 

in those catchments where we have little or no presence at the 36 

moment, where we have low prospects of obtaining a presence in 37 
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the future because of planning constraints.  Millio

shoppers will have access to the UK's favourite an

supermarket.  Secondly, we will enhance competiti

a low price operator to catchments that previousl

one, putting greater pressure on our rivals to comp

Asda.  Safeway shoppers will 

ns more 1 

d lowest price 2 

on by bringing 3 

y had not had 4 

ete with 5 

benefit from a substantial price 6 

cut from the introduction of Asda prices in those Safeway stores 7 

that we intend to retain and convert. 

 I have onl

8 

 y been speaking for 30 seconds and I have 9 

already mentioned price three times.  Before I go any further, 10 

tiveness.  It 11 let me give you some evidence of our price competi

is pretty compelling. 

 The independent A C Neilsen survey shows th

shop at Asda get consistently lower prices on a bas

than customers at other supermarkets.  In fact, our

substantially cheaper than Safeway.  We have a

The Grocer magazine's independent basket analysis 

t

12 

 at people who 13 

ket of goods 14 

 prices are 15 

lso come top of 16 

for each of 17 

sts that Asda he last five years.  Our own internal basket sugge

prices were on average 19 per cent cheaper than Sa

the whole of 2002 and, perhaps most importantly

recognise this.  They rate Asda best overall on

after survey after survey. 

 As we will discuss in the next section 

Safeway is the weakest of

18 

feway's during 19 

, customers 20 

 price in survey 21 

22 

 on national issues, 23 

 the leading supermarkets and does not 24 

effectively restrain its competitors.  So, after we acquire 25 

ompetitive Safeway, there will continue to be considerable c

pressure in the market.  Where any issues of c

supermarkets in local catchments do arise, we wil

them comprehensively by divesting stores accordi

objective and robust methodology. 

26 

hoice between 27 

l deal with 28 

ng to an 29 

30 

  I will now expand on this by telling you why our 31 

acquisition of Safeway will be positive for consumers in local 32 

markets.  The first point is that local catchments are the 33 

relevant markets for assessing the impact of our acquisition.  34 

Customers do not want to go far to shop.  They shop locally.  35 

Competition in the one-stop shopping market for groceries is 36 

therefore local.  As the Commission is aware from its monopoly 37 
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inquiry, customers will not travel for more than 1

urban areas or for more than 15 minutes in rur

their preferred supermarket.  This is reflecte

0 minutes in 1 

al areas to reach 2 

d in our own 3 

experience.  About 90 per cent of customers live within 15 4 

minutes of our stores. 

 Of course matters such as price ranging and ad

are decided centrally by some companies, but they

by co

5 

 vertising 6 

 are determined 7 

mpetition in local markets because people shop locally.  It 8 

etitive heat 9 is the local market, the catchment, where the comp

is felt. 

 Let me explain how our acquisition of Saf

us to meet pent-up demand for everyday low prices 

into industry jargon, EDLP.  Our whole approach is 

giving customers what they want:  quality grocerie

lowest price and great service from the friendlies

 We are an EDL

10 

 eway will enable 11 

or, to put it 12 

based on 13 

s at the 14 

t colleagues. 15 

P operator, offering the same low prices 16 

nationally in all our stores.  Our customers don't get gimmicks, 17 

t promotions;  they don't get store loyalty cards, they don't ge

what they get is one price, a national price, the l

that is Asda price. 

 As a result of our low prices and our foc

customer service and a wide range of products we 

highly rated place to shop by a recent AC Neilsen

Customers prefer low prices to complicated promo

 To quote Verdict's last report on how Britain shop

"Looked at more c

18 

owest price, 19 

20 

 us on great 21 

were the most 22 

 survey.  23 

tional activity. 24 

s in 2003, 25 

losely, it is clear that consumers prefer 26 

constantly competitive prices, EDLP, as opposed to short lived 27 

 pay for with higher if tempting special offers that they have to

prices elsewhere around the store".  The paragraph 

"This point further reinforces the potency of the

28 

continues, 29 

 EDLP based 30 

strategy of Asda and exposes the shortcomings in Safeway's offer 31 

led high-low approach". 32 

  There are many catchments in the UK where we have no 33 

stores and this is particularly true in the south-east of 34 

England, East Anglia and London.  People know Asda.  We 35 

advertise nationally and our consistently low prices are central 36 

to our appeal.  The question I am most frequently asked when I 37 
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am out and about is, "When can we have an Asda 

know from the Commission's 2000 inquiry that 

shoppers who would like to shop with us but cannot 

closest store is just too far away.  The Commissio

found that 40 per cent of consumers were unable to 

supermarket of first choice.  Asda was cited most f

a store which was not available but where consume

to shop if a store was close to th

near us?"  We 1 

there are many 2 

as the 3 

n's own survey 4 

shop at their 5 

requently as 6 

rs would prefer 7 

em.  By taking over Safeway we 8 

want them but 9 can extend our low prices to many customers who 

cannot sensibly travel to one of our stores. 

 We cannot hope to meet this pent-up demand th

growth.  Tight government planning constraints on

d

10 

 rough organic 11 

 new retail 12 

r new stores.  evelopment make it difficult for us to expand ou

Tesco and Sainsbury already enjoy high nat

does not.  That is why we want to acquire Safeway,

can meet that significant unfulfilled demand for As

 Let me now turn to how we will increase c

are the UK pioneer of EDLP and being part of Wal-

strengthens our 

13 

ional coverage;  Asda 14 

 so that we 15 

da. 16 

 ompetition.  We 17 

Mart 18 

commitment.  Wal-Mart's mission is to lower the 19 

cost of living for everyone and our strategy, as the slide says, 20 

share this is to have low prices always.  It is because we 

strong and long standing belief in everyday low pr

as service to our customers and respect for our peo

fit together so well. 

 E

21 

ices as well 22 

ple that we 23 

24 

 DLP is not just marketing.  It is the very foundation of 25 

our success.  It is the heart of our mission statement to be 26 

eds always.  Britain's best value retailer exceeding customer ne

Every year more people shop with us because the

trust - they trust - our prices.  It is the nu

27 

y like and they 28 

mber one driver of 29 

loyalty amongst our shoppers.  We would move away from EDLP at 30 

our peril. 31 

  Asda does not discriminate by geography, nor by store 32 

size, nor by level of affluence.  We have one price right across 33 

the entire country.  Our national pricing policy means that all 34 

our customers, no matter where they live, be it in Elgin or 35 

Eastbourne, enjoy the same low prices they deserve always. 36 

  By expanding the number of catchments in which we operate 37 
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local price flexing by rival supermarkets will be

meaning that customers will enjoy lower prices ev

the moment Tesco and Sainsbury face us in a mino

local catchments.  For example, 40 per cent of T

stores face an Asda in their catchment.  The rem

estates do not face such intense 

 constrained, 1 

erywhere.  At 2 

rity of their 3 

esco's large 4 

ainder of their 5 

price competition.  Safeway 6 

currently provides little competitive constraint in terms of 7 

price or range, despite its wide coverage. 

 Through the acquisition of Safeway we will 

prices to a significant number of new catchments.

increase the competitive pressure on rival superma

compelling them to be more competitive, not just on

a

8 

 bring our low 9 

  It will also 10 

rkets, 11 

 price but 12 

a is more highly lso on range, on quality and on service.  Asd

rated than Safeway on all of these key measures o

 In this way our acquisition of Safeway will enhan

at a local level. 

 We appreciate that there may be some conc

reduction in consumer choice in some catchments a

our acquisition of Safeway.  We will deal with the

We have put proposals to the Commission to

where the conversion 

13 

f competition. 14 

ce competition 15 

16 

 erns about a 17 

s a result of 18 

se concerns.  19 

 divest Safeway stores 20 

of a Safeway to an Asda may lead to a 21 

reduction in number of supermarket facias to less than three.  22 

ology to The proposals apply a robust and objective method

identify those local catchments where we need to

 We look forward to constructive discussions with

competition on this subject. 

23 

 divest stores. 24 

 the 25 

26 

  afeway will be Let me summarise how our acquisition of S27 

nd foremost, we both pro-competitive and pro-consumer.  First a

will extend our low prices to mi

28 

llions more shoppers;  second, 29 

it is not we will increase competition locally;  and, third, 30 

just about price, we will continue to provide the wide range, 31 

the high quality and great service that all customers demand. 32 

  To conclude, our acquisition of Safeway will increase 33 

competition at a local level.  Thank you for listening. 34 

THE CHAIRMAN:  Thank you very much.  Could I now invite Sir Ken 35 

Morrison to speak on behalf of Morrisons. 36 

SIR KEN MORRISON:  Good morning, Sir Derek, Panel members and ladies 37 
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and gentlemen. 

 My father founded Morrisons on the principle 

service, high quality goods and outstanding value f

 These principles hold true more than a cent

roots in the markets of West Yorkshire we are a 

regional grocer, particularly well known in th

England.  Not being a truly national competitor, 

familiar to those consumers in the South and in S

1 

 of great 2 

or everyone. 3 

ury later.  With our 4 

successful 5 

e North of 6 

we are less 7 

cotland.  8 

However, our uncompromising commitment to delivering the very 9 

wherever we presently 10 best for less finds favour with shoppers 

trade.   

 We have a passion and a flair for food retail

keen to extend our “least cost, best value” approa

countrywide, enhancing local competition

customers' loyalty through delivering consist

in all aspects of our business and in being exc

shopkee

11 

 ing and are 12 

ch 13 

.  We earn our 14 

ently good service 15 

ellent 16 

pers.  We are the only major food retailer never to have 17 

t had a loyalty card in store and are one of the mos

competitively priced food retailers around.  Our na

18 

tional 19 

promotional programme gives real savings to shoppers at the 20 

checkout.   

 The combination of Morrisons with Safeway wi

fourth national food retailer capable of offering a

retail challenge to Safeway's three larger natio

 The merged business will be able to reap some 

economies of scale available only to the “big thr

through the operation of strong national and local

and our long established value based pricing policy

lower p

21 

 ll create a 22 

 value based 23 

nal competitors. 24 

 of the 25 

ee” which, 26 

 competition 27 

, will mean 28 

rices for customers.  We could never achieve the increase 29 

in scale required to mount such a challenge and deliver such 30 

benefits to customers throughout the UK by organic growth alone. 31 

 Safeway has neither the resources nor scale to undertake this 32 

challenge independently.  We have both the skills and resources 33 

to integrate the Safeway business successfully and to preserve a 34 

diversity of competitive strategies for the benefit of consumers 35 

everywhere. 36 

  The merger will create very few local overlap issues if 37 
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the criteria set out in the Commission's mon

supermarkets are adopted.  We have identified on

locations out of a combined 600 stores where the p

local structure would not satisfy the Commission'

test.  However, we recognise that, whilst three fas

adequate in a monopoly inquir

opoly report into 1 

ly seven 2 

ost merger 3 

s three fascia 4 

cias may be 5 

y, these may not be enough in the 6 

context of a merger inquiry focusing on whether there would be a 7 

substantial reduction in competition. 

 If it is decided that, where four fascias 

it would be desirable to have four fas

8 

 existed before, 9 

cias after the merger, 10 

then we believe the number of store divestments needed to 11 

still less 12 achieve this would be between 20 and 30, which is 

than 5 per cent of the combined store portfolio. 13 

  nd will ensure If required, it is entirely achievable a

that, in addition to four effective national com

will be at least four effective local competit

more previously existed. 

 

14 

petitors, there 15 

ors where four or 16 

17 

 ring value Our uniform national pricing policy will b

benefits to customers across the country.  Prices

stores will be reduced and their current 

weekly price promotions and price flexing brough

our national pricing and promotional policy is impl

 Morrisons with Safeway will compete head o

Tesco and Sainsbury.  We strongly believe that th

best interests of shoppers, suppliers, emplo

shareholders.  We have the necessary skills and r

invest in and grow the combined company, believing

that four national food retailers are better for co

than three.  A takeover of Safeway by any of the “

would eliminate a competitor and concentrate purcha

18 

 in Safeway 19 

practice of local 20 

t to an end as 21 

emented. 22 

 n with Asda, 23 

is is in the 24 

yees and 25 

esources to 26 

 very strongly 27 

mpetition 28 

big three” 29 

sing power 30 

still further.  It would create an anti-competitive and 31 

unhealthy market place with less choice and potentially higher 32 

prices.  We have looked very carefully at the way Morrisons and 33 

Safeway will come together and at the efficiencies that will 34 

flow from the combination.  We have set achievable targets and I 35 

have absolutely no doubt that we can meet them.  This will mean 36 

more choice and lower prices for customers and bigger and better 37 
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opportunities for suppliers. 

 The merging of our business with Safeway p

and outstanding opportunity, an opportunity to 

scale and potential of ou

1 

 resents a unique 2 

transform the 3 

r group and to take our successful 4 

formula and unique brand of retailing across the UK for the 5 

benefit of consumers everywhere. 

 I find it interesting to note that there are

which UK supermarkets set about achieving what i

same objective.  I have tremendous regard for the

our major competitors.  We have learned much from

suspect that they too may have learned a little f

British consumer is fortunate to be able to 

of the best food supermarkets in the world.  A comb

Morrisons with Safeway can improve this situati

6 

  many ways in 7 

s basically the 8 

 qualities of 9 

 them and I 10 

rom us.  The 11 

enjoy the benefits 12 

ination of 13 

on and it will 14 

create a major new force in UK food retailing, enhancing 15 

layer.  This, competition and creating a fourth strong national p

by its ve

16 

ry nature, will strengthen competition both locally and 17 

deliver. nationally and we relish having the opportunity to 

 Thank you very much. 

HE CHAIRMAN:  Could I now invi

18 

 19 

T te Sir Peter Davis to speak on behalf 20 

of Sainsbury. 

IR PETER DAVIS:  Good morning, Chairman and ladies

I too am very pleased to have this opportunity of

case

21 

S  and gentlemen.  22 

 presenting the 23 

 why Sainsbury and Safeway together would be good for 24 

competition and good for consumers. 

 First, a few words on the development of

which we believe is crucial to the understanding of

national current situation concerning Safeway 

unique opportunity to enhance competition and cho

market. 

25 

  the industry 26 

 why the 27 

represents a 28 

ice in the UK 29 

30 

  The UK industry has become increasingly polarised in 31 

recent years, mainly due to the buying power of the large 32 

international players and the increasing development of non food 33 

lines, selling clothes, electrical goods and other products 34 

alongside food.  This is behind the growth of Wal-Mart and 35 

Tesco.  Wal-Mart is now the world's largest company by sales, 36 

some 162 billion in 2002 at the then rate of exchange, six times 37 

 

 
 
 13



the size of Tesco and nearly 10 times the si

In addition, its UK subsidiary, Asda Wal-Mart, is 

supermarket price leader and price setter. Buying

food are also behind the growth of Tesco, market 

UK, which also has substantial operations abroad.

that, if either Tesco or Wal-Mart we

ze of Sainsbury's.  1 

the UK 2 

 power and non 3 

leader in the 4 

  We believe 5 

re successful in securing 6 

Safeway, then the resulting duopoly would be very much against 7 

the interests of both customers and suppliers. 

 By contrast, we do not believe there would 

substantial lessening of competition in the eve

acquiring the Safeway portfolio.  Indeed, we beli

Sainsbury's and Safeway business would provide gr

a

8 

 be any 9 

nt of Sainsbury's 10 

eve a combined 11 

eater choice 12 

ompetitive nd value to consumers whilst strengthening the c

environment over the short, medium and longer ter

after stu

13 

m.  In fact, 14 

dying this for 18 months, we first approached Safeway 15 

many months ago. 

 In this session you have asked us to add

local competition and the effect on consumers, and

each in turn. 

 On local competition we agree with the conclus

previous Competition Commission report that for 

competition is essentially local.  There is suffici

choice if consumers have at least three competing s

within easy reach.  Our own research conducted by

Soffres shows that the average consumer is likely 

different supermarkets within a month and t

supports the Competition Commission's original con

catchme

16 

 ress two issues, 17 

 let me take 18 

19 

 ion of the 20 

consumers 21 

ent consumer 22 

upermarkets 23 

 Taylor Nelson 24 

to visit three 25 

his, in our view, 26 

clusion.  This 27 

nt area has been defined as a 10 minute drive in urban 28 

areas and a 15 minute drive in the country.  One can argue about 29 

 that the 10 different driving speeds but our experience shows30 

and 15 minute drive times are typical.  We therefore accept the 31 

basic criteria established by the original Competition 32 

Commission report.  On this basis we are prepared to divest any 33 

stores that could in any way lessen competition in any specific 34 

local area. 35 

  I would now like to move to consumers which is, after all, 36 

what this is all about.  Clearly, one of their biggest factors 37 
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in the choice is convenience and location of t

store.  However, we have done a lot of work to anal

customers choose one supermarket chain over anothe

believe that is only on price.  This research by M

another independent research agency, on our behal

number of factors about customer 

heir nearest 1 

yse why 2 

r and we don't 3 

ilward Brown, 4 

f looks at a 5 

choices.  I recognise that the 6 

chart may not be clear at the back and we are happy to provide 7 

copies of it outside or after the meeting. 

 This chart looks at customers who shop at b

and another chain.  For example, you can see that

customers who shop at both Sainsbury's and Marks

per cent choose Sainsbury's as offering outstandi

food against 49 per cent selecting Marks & Spencers

this is true of shoppers who shop at each of Sain

Waitrose, Sainsbury's and Safeway, Tesco, Asda a

It is also true when customers are

8 

 oth Sainsbury's 9 

 amongst 10 

 & Spencers 75 11 

ng choice of 12 

.  In turn, 13 

sbury's and 14 

nd Morrisons.  15 

 asked about innovation and 16 

new products, and it is also true, except for Waitrose and Marks 17 

es, we beat & Spencers, on quality.  When you turn to low pric

Marks & Spencers and Waitrose but customers do r

pricing position of some of our competitors. 

 We are only too aware that price is also 

consumers it is and something we take very ser

There are numerous ways of measuring price and ma

claims on competiti

18 

ecognise the 19 

20 

 important to 21 

iously indeed.  22 

ny conflicting 23 

veness.  It could take the Commission the 24 

whole of the time until August 12th solely on competition 25 

e is The pricing claims.  We think that a good basic measur

Grocer 33 where there is a defined list of prod

clearly measures actual prices paid in store for de

each week net of promotions.  This shows quite

are competitive on price. 

26 

ucts and it 27 

fined lines 28 

 clearly that we 29 

30 

  However, we stock a wider range of goods than most of our 31 

competitors and another way to measure price is to weight it by 32 

the actual goods bought.  Take coffee.  Coffee is a complex 33 

market if you take into account instant coffee, ground coffee, 34 

decaffeinated, coffee bags, pack sizes and blends, and there are 35 

over 250 individual lines stocked both by us and our major 36 

competitors.  If customers want a standard economy line, they 37 
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can have it.  However, Sainsbury's offers mo

ranges and, because some of our customers choose 

different ranges at different prices - for e

Fairtrade coffee - the average amount spent per i

Sainsbury's on coffee at £2.65 is some seven inde

than Tesco's average at £2.47.  This is what happe

actually weight for customers' actual purchases, 

example, does, as opposed to comparing like f

re choice and deeper 1 

to buy 2 

xample, organic or 3 

tem at 4 

x points higher 5 

ns when you 6 

like TNS, for 7 

or like prices, as 8 

ust over 2 The Grocer survey does, and which on coffee shows j

per cent difference on a like for like shelf price 

 As I say, customers want choice and this is wh

deliver.  We believe that there are real benef

a

9 

basis. 10 

 at we can 11 

its to competition 12 

different approach nd consumers from the fact that we take this 

compared to other major players.  We believe a f

is that consumers want different choices, not 

choice. 

 This chart shows the number of lines per aver

store in about half of the food markets that we se

13 

undamental point 14 

all the same 15 

16 

 age size 17 

rve and is 18 

based on scan data by IRI (Information Resources Inc).  It 19 

oving fresh excludes beers, wines and spirits and most fast m

foods where the range changes more often.  Inciden

own surveys, when we have included these areas, 

further

20 

tally, in our 21 

it puts us even 22 

 ahead.   23 

  as been the The main other development in this sector h

impact of non food lines in food stores.  There is 

said for this in terms of one-stop shopping, but ag

a price to be paid as more retail space is diverted

food lines at the expense of real choice and qual

food offer. 

 

24 

much to be 25 

ain there is 26 

 into non 27 

ity in the core 28 

29 

 Our concern is that, if the market becomes dominated by 30 

two retail giants, which we think would be a real consequence of 31 

either Tesco or Wal-Mart Asda being able to acquire Safeway, the 32 

choice available to customers would suffer as they both competed 33 

increasingly on price at the expense of range.  If you want to 34 

see a market place that has become price driven, then you need 35 

to look no further than Germany where range and choice has been 36 

reduced. 37 
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 t, we will  We believe our promise is quite simple.  Firs

give more choice to the current Safeway shoppers.

will reduce Safeway prices to Sainsbury's levels,

time of the offer on Neilsen would have been 

currently would be more.  Then we would go furthe

reinvesting synergy savings in further price reduc

Indeed, we would offer significant benefits 

the economies of scale that adding Safeway to Sai

bring, potentially 50 per cent more, whereas, i

Safeway's turnover to that of Wal-Mart

1 

  Secondly, we 2 

 which at the 3 

4.7 per cent and 4 

r by 5 

tions.  6 

to customers from 7 

nsbury's would 8 

f you add 9 

 or to Tesco's, it would 10 

ch difference.  Finally, we would offer a real not make as mu11 

hallmark of 12 promise to consumers to deliver the Sainsbury's 

quality food across the Safeway store portfolio. 

 Thank you. 

HE CHAIRMAN:  Thank you.  Could I now invite Sir Ter

speak on behalf of Tesco. 

13 

 14 

T ry Leahy to 15 

16 

SIR TERRY LEAHY:  Thank you, Chairman.  May I begin by saying how 17 

ulate you on much I welcome this open meeting;  also to congrat

assemb

18 

ling four retailers here within 15 minutes of each other 19 

without resorting to isochrones!  (Laughter) 

 It is an opportunity for us all not just to

information, but to listen and to engage with other

our suppliers, consumer representatives and rep

employees. 

 Cha

20 

  give 21 

s, including 22 

resentatives of 23 

24 

 irman, you asked each of us in this first session to 25 

focus on the impact which our acquisition would have on local 26 

and these are choice, including local competition and consumers, 

important issues.  People tend to think about w

shop in local towns and the impact on them, their 

their communities, the local economy and inde

27 

here and how they 28 

families, 29 

ed the local 30 

environment. 31 

  Let me first give you an overview of the extent of local 32 

competition between the major players throughout the country.  I 33 

will take you through some maps.  This is the distribution of 34 

Tesco stores first.  What the map shows is that Tesco has a 35 

presence throughout the country.  I should explain that the map 36 

excludes stores smaller than 15,000 square feet.  That is 37 
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because the Competition Commission decided in 200

grocery retail market it was interested in was l

for

0 that the 1 

imited to that 2 

 weekly one-stop shopping defined by reference to size of 3 

store. 

 Let me show you the same map with Sainsbu

and, as you will see, extensive coverage thr

with a greater weighting perhaps in England.  Yo

similar coverage in fact for Asda, although As

concentrated on big stores in the conurbations.  Fo

national 

4 

 ry's coverage 5 

oughout the country 6 

u will see 7 

da is more 8 

r Safeway 9 

coverage again, particularly strong in Scotland.  10 

Finally for Morrisons, where you will see a different kind of 11 

 the North and 12 coverage in this case, fewer stores grouped around

the Midlands. 

 Before I leave the maps, I want to briefly add

impact of planning controls.  Some have suggested

creates a major barrier to entry.  Whether or not 

it would not be affected by our acquisition of Sa

have to live with government regulation and to 

that fit in with social and envir

13 

 ress the 14 

 that planning 15 

this is true, 16 

feway.  We all 17 

devise strategies 18 

onmental policy.  Our record 19 

shows that there is no shortage of planning consents if you are 20 

ore type and about prepared to be flexible about size, about st

location.  Indeed, if we look at changes in thes

time, then all the big supermarkets would have sec

national coverage over the last few years. 

 We believe a Tesco acquisition of Safeway wou

best for local choice.  I want to explain that fro

consumers' point of view.  There are hundreds of a

consumers currently do not have access to a Tesco 

would a consumer benefit from seeing one of our 

locality.  I want to take you 

21 

e maps over 22 

ured more 23 

24 

 ld be the 25 

m the 26 

reas where 27 

store, so how 28 

stores in their 29 

through a number of benefits.  30 

These are not limited to price, quality, range and service, but 31 

those must represent the starting point.  Indeed, in respect of 32 

each of those factors, the consumer would benefit from the best 33 

customer offer in terms of quality, range, service and price, 34 

and it is not just me who says this.  Tesco is the most popular 35 

retailer in the UK and the reason for that is that we aim to 36 

give universal appeal to all customers. 37 
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 of food has  Let me deal first with price.  The price 

declined by 12 per cent in this country in real t

1989.  Within this, since 1999, our food prices h

4� per cent in real terms i

1 

erms since 2 

ave fallen by 3 

n Tesco against an industry average 4 

of 4.5 per cent.  You may know that we have cut prices by a 5 

further £60 million only this week. 

 This table sets out a six monthly snapshot of 

prices for the five leading operators from July 1

2003.  Relative prices have been calculated on a w

comparing the prices of a sample of product across

Every week the price of 11,000 - not just a 

products is independently checked.  This represen

cent of our sales.  Tesco on the chart here is sho

line and our prices are shown as 

6 

 relative 7 

999 to January 8 

eekly basis by 9 

 retailers.  10 

few - comparable 11 

ts over 60 per 12 

wn as the red 13 

100, even though, as I 14 

mentioned, they have actually fallen over time, so this is for 15 

 the top, comparison purposes.  Safeway is the orange line at

Sainsbury's the green line, Morrisons is the pink 

and Asda Wal-Mart is the dotted blue line. 

16 

or the purple 17 

18 

  ten on price by What the table shows is that we are not bea

any of our major national competitors and, of cours

taken into account the impact of Clubcard which wo

a further 1 per cent of discount off shopping for 

19 

e, I have not 20 

uld represent 21 

Clubcard 22 

holders. 

 A Safeway customer whose store converted to T

see prices fall by some 11 per cent across a very

products.  Consumers know that price cutting is l

strategy.  It is not a new tactic.  Lower prices m

accessible, particularly for the less affluent. 

 Let me now deal with quality, range and se

this means for communities.  This same customer wh

23 

 esco would 24 

 broad range of 25 

ong term Tesco 26 

ake food more 27 

28 

 rvice and what 29 

ose store was 30 

converted to Tesco would also see a store dedicated to serving 31 

its local community, whether it is deprived or affluent, urban 32 

or rural, or somewhere in between.  Our stores range from small 33 

neighbourhood convenience stores through to large one-stop 34 

hypermarkets.  We pride ourselves in serving customers from all 35 

walks of life.  In all our supermarkets we offer products at 36 

each end of the spectrum, from value through an extensive range 37 
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of branded and own label products, right the wa

finest.  We are organised to deliver value for mo

customers, not just to some

y through to 1 

ney to all 2 

.  No neighbourhood is a no go area 3 

for Tesco or for serving customers. 

 Let me talk, if I may, about our plans for S

 A customer of a Safeway store that converted 

more confident that we would make a success of

than would our competitors.  Indeed, in respect

stores, some of them simply don't have our track 

running them effectively.  Remember, 25 per cent 

stores are less than 15,000 square feet.  We hav

that we are willing to divest stores to deal

o

4 

 afeway stores. 5 

to Tesco could be 6 

 that conversion 7 

 of smaller 8 

record of 9 

of Safeway 10 

e made it clear 11 

 with any problems 12 

ion.  As a result, we f local choice identified by the Commiss

believe there will be no adverse effects on loca

substantial improvements in the contribution of t

Tesco/Safeway stores to that choice. 

 Now I want to move on to the important iss

employment.  Communities would see more local j

people.  We have a strong record of applying man

and innovation when integra

13 

l choice but 14 

he new 15 

16 

 ue of 17 

obs for local 18 

agement skill 19 

ting businesses into our own.  We 20 

have done it before and we would manage the change well.  We 21 

d to a net believe that our acquisition of Safeway would lea

creation of some 5,000 new jobs;  these would be g

benefiting from our industry leading terms and

career prospects that are at Tesco. 

 Finally, I would like to talk about sustai

Customers would also see tangible benefits for the 

and sustainability.  For example, on wa

22 

ood jobs, 23 

 the excellent 24 

25 

 nability.  26 

environment 27 

ste we pioneered re-28 

useable green trays.  They have replaced cardboard boxes and we 29 

also nearly save 46,000 tons of cardboard a year.  We have 30 

halved the amount of waste that we send to landfill at a time 31 

when the pressure on landfill is increasing, and over 90 per 32 

cent of our new store developments are on brown field sites.  We 33 

also have a number of award winning regeneration initiatives in 34 

economically and socially deprived neighbourhoods. 35 

  Our core purpose is to create value for customers to earn 36 

their life time loyalty.  All of the points I have outlined 37 
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above, plus others that I did not have time to cov

define value at a local level.  That is why I am co

Tesco offers the best value for local consumers an

er today, help 1 

nfident that 2 

d communities. 3 

d to the second half of our discussion explaining 4  I look forwar

our position on national issues. 

 Thank you. 

HE CHAIRMAN:  Thank you.  Just to confirm that befor

give the four presenters, whom I would like to than

commendably brief, an opportunity to respond

has been said, but I think now is the moment when

the matter open to comments from the floor.  I wi

two questions first.  There are a number of people, as I 

5 

 6 

T e coffee I will 7 

k for being 8 

 to anything that 9 

 I should throw 10 

ll take one or 11 

12 

 they would mentioned earlier, who have already indicated that

like to speak and I will try to make sure that

up. 

13 

 I pick them all 14 

15 

MR PROUDFOOT:  Good morning, everybody.  My name is Ian Proudfoot, 16 

tailers since the managing director of the Proudfoot group of re

1945 in the food industry.  We operate stores u

square feet. 

17 

p to 30,000 18 

19 

ey have   Two of the companies here today have said th

national pricing policies.  One was Morrison and 

I would like to ask the managing director of Tesc

different pricing policies he brings to different c

areas in the UK.  I believe it might be four or s

IR TERRY LEAHY:  We have actually one national pricin

the price in Tesco stores throughout the cou

20 

one was Asda.  21 

o how many 22 

atchment 23 

o. 24 

S g policy and 25 

ntry, wherever you 26 

and we submitted it are, is the same price.  It is well known, 

to the Commissi

27 

on, that in our Metro High Street stores and our 28 

ience stores we have a different pricing policy in Express conven29 

xpenses.  But, if those stores because of different operating e30 

you shop in a Tesco store anywhere in the country, the price is 31 

the same, and in fact all three are national set prices. 32 

THE CHAIRMAN:  Could I invite at this stage the Consumers’ 33 

Association to speak?  They have indicated that they would like 34 

to make some points. 35 

PHIL EVANS:  Thank you  36 

 very much and good morning.  It has been very interesting 37 
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listening to the presentations and I think I woul

of the parties for turning up because in the p

hearings h

d commend all 1 

ast not all open 2 

ave had all the parties.  It is very good to see 3 

everyone here. 

 I think what we have not heard on local c

is exactly what it means in terms of both choice o

the effectiveness of that competition, or the 

between the two.  For us I think the important fac

the degree to which local multi-market contact af

national policy setting of each of the player

national pricing policies, does the frequency and 

local competition drive national strategy.  So I

b

4 

 ompetition really 5 

f fascia and 6 

relationship 7 

tor really is 8 

fects the 9 

s or rather, given 10 

vigour of 11 

 think it will 12 

 that the e interesting to hear later on the relationship

players see between the degree to which they have 

a local level and the frequency of that competi

policy that they have at the national level on pr

 I think that for us in many ways the impo

that, if we do have four players which we current

wish to keep four players or do we wish to have 

three, and which on balance of the bids is most l

us that choice of fascia and effective local compe

Although I think certainly the three larg

13 

to compete at 14 

tion, and the 15 

icing. 16 

 rtant thing is 17 

ly have, do we 18 

effectively 19 

ikely to give 20 

tition.  21 

er players will offer 22 

with the larger three some benefits, the chance of having that 23 

having that with the is relatively low whereas the chance of 24 

relationship Morrisons bid is relatively high.  So I think the 

between the national and local competition is som

look forward to hearing about later on this morning

25 

ething that we 26 

. 27 

  Thank you. 

HE CHAIRMAN:  Thank you.  May I invite other quest

28 

T ions? 29 

SPEAKER:  I have a question for Mr DeNunzio.  He made a 30 

 comment in his speech that 40 per cent of consumers cannot shop 31 

at their preferred stores.  Can I ask him how he thinks going 32 

from four national players to three will improve that statistic? 33 

MR DENUNZIO:  That statistic comes from the last Competition 34 

Commission report that said that, when customers were asked if 35 

they could shop at their store of first choice, 40 per cent 36 

could not.  When they were asked which store they would most 37 
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like to shop at, Asda was cited most frequently 

that they would most like to shop at.  In terms o

overall choice and giving mor

at the store 1 

f improving 2 

e customers their store of first 3 

isition would do that. choice, our acqu4 

s expressed an 5 THE CHAIRMAN:  Could I then invite Chris Oxley, who ha

interest in speaking. 6 

MR OXLEY:  Thank you, Mr Chairman.  I am District Councillor Chris 7 

ban's. Oxley and I represent a large village near St Al

 I am very concerned with the whole of this mer

 I consider that historically some of the supermar

have acted unreasonably in closing down profitable 

small towns and large villages with the consequ

impact on the elderly and the less well off in t

8 

 ger concept. 9 

ket groups 10 

operations in 11 

ent major adverse 12 

he communities. 13 

 In our village the local shop was taken over by a private group 14 

That group and has effectively become a monopoly supplier.  

itself has been taken over and we are now conce

shop will close completely. 

 Dealing with the various points that have ar

morning, I pick up in reverse order the comment f

do appreciate the fact that they are here and, as

Leahy said, they have the opportunity to listen but

are focusing very much today on the very big supe

very big supermarket groups, the smaller supermarke

extremely important to local communities.  As Sir

said, they are trying to serve all customer

all consumers.  It is all very well if you have a

talking about a 10 minute dri

15 

rned that the 16 

17 

 isen this 18 

rom Tesco.  I 19 

 Sir Terry 20 

, although we 21 

rmarkets and 22 

ts are also 23 

 Terry Leahy 24 

s.  I am looking at 25 

 car and we are 26 

ve time but, if you do not have a 27 

ities that do car and there are significant proportions of commun

not, then a drive time is not a lot of use.  It is

and a half hour bus ride together with waiting for 

28 

 perhaps a one 29 

the bus in 30 

the first place.  That of course has its impact on the 31 

environment if people are driving all these times when in fact 32 

the service could be provided locally. 33 

  Going to Sir Peter Davis and Sainsbury's, he does mention 34 

consumers and the convenience and location.  But, as I have just 35 

touched on, this is great if you have a car, or two or three or 36 

four cars, but for a small community with the less well off this 37 
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sort of merger is having a very adverse impact. 1 

  the key  Not to miss out the other two, very quickly,

reasons for Asda are pro-competition and pro-custo

are going to provide a wonderful service for mill

to quote precisely, "the lowest cost of living f

emphasise that word "everyone".  Here is a case wh

off are going to get better off b

2 

mer and they 3 

ions more and, 4 

or everyone".  I 5 

ere the well 6 

ecause purportedly they are 7 

going to get cheaper prices, but there is going to be the major 8 

adverse impact on the smaller communities. 

 In conclusion, Mr Chairman, I accept that t

minimis situations, I accept that the pric

smaller units as outlined by Sir Terry Leahy may be

b

9 

 here must be de 10 

ing structure in 11 

 necessary, 12 

e supermarket ut I do not accept that the consolidation of th

business into a smaller nu

13 

mber of very large units is 14 

g put in place to 15 satisfactory without protective mechanisms bein

cover smaller communities.  

 As a consequence, I oppose all the mergers o

16 

 n the basis 17 

currently put forward.  Thank you. 

HE CHAIRMAN:  Thank you.  Can I 

18 

T invite other questions?  I see 19 

everyone is entirely convinced by everything they have heard, 20 

ke to speak. which is wonderful!  Friends of the Earth would li

R RILEY:  Thank you, Chairman, for allowing us this

I am Pete Riley and

21 

M  opportunity.  22 

 I am the senior campaigner for Friends of 23 

the Earth's food and farming campaign. 

 We are opposed to all the merger proposals and

Commission to reject them all.  We hope to ha

to focus on national issues after the break, but

say one or two things about the concerns we 

impacts of the proposals. 

 We have heard a lot about competition betw

24 

  we urge the 25 

ve the opportunity 26 

 I would just 27 

have about the local 28 

29 

 een supermarkets 30 

this morning, but one of the important aspects of food which has 31 

developed since the Foot and Mouth outbreak and the Curry 32 

Commission is the development of strong local food economies 33 

which, as we know, have been put under serious pressure over the 34 

last decades.  We have seen huge numbers of small local 35 

retailers in the food sector going out of business.  That 36 

reduces consumer choice and it also means in some aspects of 37 
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food retailing that consumers are paying high pric

autumn we looked at the pricing of apples between

local stores and local markets and found that, if 

buy cheap apples, you don't shop at a supermarket.

suggests that supermarkets are tending to char

you co

es.  Last 1 

 supermarkets, 2 

you want to 3 

  This rather 4 

ge more for what 5 

uld term healthy food rather than putting lower prices on 6 

the less healthy food where the sugars, fats and salts are 7 

higher.   

 We think the Commission should take a rea

what impact these mergers would have on small lo

producers but increasingly, because of the movem

food, the impact of non food local retailers as 

w

8 

 l hard look at 9 

cal food 10 

ent into non 11 

well.  This 12 

hat further ould extend right across the range and we feel t

consolidation would put increased pressure on sm

retailers as well as food retailers and we would

give that some serious consideration. 

 The other thing I would like to say is to ver

what Chris Oxley has just said about the fact that

significant numbers of households in this countr

have access to a car, both urban and rural consu

from experience in the past that, when large stor

that has a direct impact on retailers and the clos

will 

13 

all non food 14 

 like you to 15 

16 

 y much echo 17 

 there are 18 

y who do not 19 

mers.  We know 20 

es are formed, 21 

ure of stores 22 

follow with some certainty.  That means that people's 23 

y do not have access to a car, and that is the choice, if the24 

h.  We would people who are the poorest, will greatly diminis

like you to investigate very thoroughly what the 

people on low incomes - this is single parent

the infirm - who really do not have that range of

to them. 

 Thank you. 

25 

impact is on 26 

s, the elderly and 27 

 options open 28 

29 

 30 

THE CHAIRMAN:  I perhaps should mention in that context that the 31 

issue of the increasing proportion of sales from supermarkets 32 

that is non food is clearly an issue that we will need to 33 

address.  We are not clear yet as to its significance but we 34 

will need to look at it.  Similarly, whereas the Commission's 35 

report last time, for reasons which were spelled out then, was 36 

heavily focused on the so-called one-stop shop market which was 37 
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defined at that time as a store large enough to do

at about 15,000 square feet, we will obviously n

whether there are any issue

 a weekly shop 1 

eed to consider 2 

s arising from these mergers that 3 

relate to smaller stores than that. 4 

 I gather that   Are there any other points or observations? 

the Scottish Grocers Federation would like to 

R LANDSBURGH:  Thank you, Chairman, and good 

gentle

5 

speak. 6 

M morning, ladies and 7 

men.  My name is Scott Landsburgh and I am the Chief 8 

 in 9 Executive of the Scottish Grocers Federation, based

Edinburgh. 

 The Scottish Grocers Federation was establ

and it represents in excess of 3,500 retail 

mainland and islands of Scotland through independ

ops, single groups and private individuals.  We

today because we feel that the Scottish market pla

structurally different to the rest of the UK.

115 supermarkets in Scotland, a greater repre

has in any other region in the United Kingdom.  It

petrol forecourt sites in 

10 

 ished in 1918 11 

units throughout the 12 

ent chains, co-13 

 are speaking 14 

ce is 15 

  Safeway UK has 16 

sentation than it 17 

 has four 18 

conjunction with BP and a significant 19 

proportion of its supermarket business is in medium sized 20 

 Street supermarkets in secondary shopping centres or High

locations.  These are designated as convenie

Safeway and, as such, have a significant bearing 

Scottish convenience store market. 

 Our concern is for the overall competition w

convenience store market and, as such, we believe a

merger by one of the big two supermarket multipl

21 

nce stores by 22 

on the overall 23 

24 

 ithin the 25 

 takeover or 26 

es who, 27 

combined, currently enjoy in excess of 40 per cent of the 28 

her than enhance Scottish market may reduce competitiveness rat

it.  With the current store numbers Safeway enjoys,

29 

 with any 30 

merger there may be duplication in certain towns and cities in 31 

Scotland.  This may mean sell-offs or re-branding of some of the 32 

sites which could result in redundancies and uncertainty for 33 

employers. 34 

  In your original report in 2000 you concluded that the 35 

four largest supermarket companies were exerting a complex 36 

monopoly in the grocery sector.  A merger with Safeway will only 37 
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consolidate that position with its large numbe

higher market share north of the border.  We wo

therefore to consider the implications of the mer

structure of 

r of sites and 1 

uld ask you 2 

ger to the 3 

the food grocery market as a whole, particularly 4 

for the Scottish region which we believe will be more affected 5 

in relative terms. 

 Our position is that we would prefer to see a

one of the two retailers who historically have le

north of the border and therefore would fit geo

the market place more easily.  Scotland currently 

major supermarket groups vying for market share a

it would be to the benefit of the Scotti

6 

  merger with 7 

ss market share 8 

graphically into 9 

enjoys four 10 

nd we believe 11 

sh consumer if that 12 

modate this it position was maintained.  Alternatively, to accom

may be worth while for you to consider a separa

the Scottish region as part of a final merger deal

 I would like to also bring in another sub

point.  I would like to draw your attention to the 

below cost selling by the major supermarkets which

acknowledged in your 2000 report.  We believe the

increase in this practice in the two year period

report was published.  This 

13 

te solution for 14 

. 15 

 ject at this 16 

problem of 17 

 you also 18 

re has been an 19 

 since the 20 

practice undermines competition.  It 21 

clearly substitutes consumer spending from one retailer to 22 

and creating another, thereby skewing sales of certain products 

temporary product shortages.  This can mean cert

the country and certain sectors of the trade can 

from product supply to the consumer. 

 We would therefore like to see the Commiss

conditions to eliminate below cost selling and al

the publishing of transparent buying prices from 

suppliers should be compelled to publish the invoi

23 

ain regions of 24 

be excluded 25 

26 

 ion create 27 

so to encourage 28 

suppliers.  All 29 

ce cost of 30 

their goods along with quantity discounts.  Publishing volume 31 

discounts will give all retailers the opportunity to create 32 

buying policies to take advantage of this knowledge, thereby 33 

creating better and more equitable competition.  We would ask 34 

the Commission to put in place conditions to therefore ensure 35 

cost prices are equitable throughout the grocery industry and 36 

that these are reflected in retail prices which are above cost. 37 
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 This will create the conditions to ensure that 

competition in the retail market place to the b

consumers.  We would cite the experience of the R

Ireland where the independent trade still represen

per cent of the grocery market.  This has primaril

we believe, due to government intervention in maki

for large supermarkets pursuing a policy of belo

 This has not led to the basket price of grocery 

there is fair 1 

enefit of all 2 

epublic of 3 

ts around 40 4 

y come about, 5 

ng it illegal 6 

w cost selling. 7 

goods becoming 8 

relatively higher in the Republic, due to robust competition 9 

the High Street maintaining low retail tickets.  The choice on 

and in local communities is also much greater

 I

10 

 to the consumer. 11 

 n summary, therefore, along with your decision, we would 12 

selling and like to see a commitment to a ban on below cost 

legislation on transparency of supply price to 

companies. 

 Thank you. 

HE CHAIRMAN:  Thank you.  The issue of below cost se

course one that the Commission looked at before

13 

all retail 14 

15 

 16 

T lling is of 17 

 and I would 18 

invite any of the supermarket representatives here a bit later 19 

 that on this morning to offer any comments they have on20 

aring on the practice, but in particular whether that has a be

assessment of the takeovers that are being revie

Inquiry. 

 Could I at this point see if any of my co

questions or observations that they wish to make 

R STARK:  Yes, Chairman.  I was struck by the pres

all the main parties that they stressed the bene

that would be established locally, obviously, wh

buys the product.  I am wondering 

21 

wed in this 22 

23 

 lleagues have any 24 

at this stage. 25 

M entations from 26 

fit of price 27 

ere the customer 28 

if they would like to comment 29 

nefit to on any extent they could see a countervailing disbe30 

consumers of price going down.  Is there any reduction in the 31 

supplier base implicit in that particular aim?  Particularly 32 

when you are combining two large companies together, clearly 33 

some suppliers are not going to benefit.  Do you think there is 34 

going to be any loss of that supplier base?  Possibly one or 35 

other of the larger speakers could respond? 36 

SIR KEN MORRISON:  We have a tradition, I think we would call it, of 37 
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supporting small suppliers and we have a lot of p

have really contributed hugely to the success of

businesses.  I take your point about price but I th

rather more important to look at value.  One

quality equally with the price.  I think it is so

believed that in the supermarket industry we try 

suppliers.  In our particular case, and I think i

throughout the industry, there is a need f

eople where we 1 

 their present 2 

ink it is 3 

 would associate the 4 

metimes 5 

to shed 6 

t is general 7 

or suppliers.  They 8 

do go out of are just as important as customers and we really 

our way to ensure that they succeed as well as we

HE CHAIRMAN:  Just for the moment still focusing o

aspect of the mergers that has already been 

Safeway has for some while followed what I think 

called a high-low price strategy.  It is a p

strategy means for them to compete and it is not,

understand it, a particular strategy that

competitors have adopted.  Presumably then any o

p

9 

 do. 10 

T n consumers, one 11 

put to us is that 12 

is generally 13 

articular price 14 

 as we 15 

 any of the main 16 

f the mergers 17 

ategy roposed would probably involve that particular str

ceasing, and i

18 

n a moment it would certainly be interesting to 19 

r a hear whether that could be seen as an advantage o

disadvantage in terms of the price strategies th

face and therefore the range of choices that they

 Can I see if there are any other questions 

from my colleagues. 

R GOODALL:  I would be interested in hearing fr

parties whethe

20 

at consumers 21 

 have. 22 

 or observations 23 

24 

M om the four main 25 

r they think the individual takeover that they 26 

 into the UK would represent would affect the barriers to entry

market for a significant extra outside the UK com

was my first question.  I would also like to ask 

27 

petitor.  That 28 

similarly of 29 

akeover would the four potential bidders whether their proposed t30 

affect the growth and success of local suppliers to their 31 

supermarket chains. 32 

THE CHAIRMAN:  There are quite a number of points building up here, 33 

I am sorry to say.  Perhaps we can take those all later.  Are 34 

there any other points from the floor primarily for the moment 35 

still focusing on local issues and how that affects consumers? 36 

MR MCGETTICK:  My name is Owen McGettick and I am the chairman of a 37 
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company called Musgrave UK, who supply indepe

Ireland and own a chain of supermarkets in Engla

Budgens.  On local issues I wonder if Sir Terry co

about Northern Ireland where Tesco currently have

cent market share and Safeway also have a sign

share

ndent retailers in 1 

nd called 2 

uld answer 3 

 almost 40 per 4 

ificant market 5 

, and whether there is a local consideration in Northern 6 

 United 7 Ireland which might be different to the rest of the

Kingdom. 

HE CHAIRMAN:  There is now a particular question 

about Northern Ireland.  

8 

T about Scotland one 9 

Any other points at this stage?  If 10 

l speakers not, could I ask whether any of the four principa

would like to respond to some of the points that

raised.  Can I invite Asda first? 

R DENUNZIO:  If I can take the questions there 

Goodall, one on local sourcing and the second on ba

entry, we have a very strong poli

11 

 have been 12 

13 

M from Christopher 14 

rriers to 15 

cy of promoting local 16 

suppliers.  As we will see in our second presentation, we have 17 

hat will 800 local products and 100 local suppliers, and t

increase if we were to acquire Safeway.  Our polic

to promote local products in local stores. 

 The second question around barriers to ent

of the reasons why there is so much interest in Saf

because it is so difficult to get new retail site

Whilst a competitor from outside might b

18 

y is very much 19 

20 

 ry:  I think one 21 

eway is 22 

s in the UK.  23 

e able to acquire sites 24 

mall portfolio, in on an individual basis and build up a s25 

 too long.  reality they cannot do that because it just takes

This piece of consolidation is clearly fundame

shape of the industry and it would be probably quit

unless a competitor from outside was to buy one o

competitors, for them to gain a foothold in th

26 

ntal to the future 27 

e difficult, 28 

f the current 29 

e UK. 30 

THE CHAIRMAN:  Thank you.  Sir Ken, any points to add? 31 

SIR KEN MORRISON:  I would simply say that obviously cost of entry 32 

nowadays is very expensive if you are looking at the major 33 

stores.  It is the large units in the Safeway portfolio that are 34 

of prime interest to everyone, I believe, and they represent the 35 

power of the business.  I think that the likelihood of another 36 

overseas competitor arriving is limited and in my previous 37 
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remarks I commented on the quality of the British i

once, I think we can be proud of what we do a

we do frighten 

ndustry.  For 1 

nd say that perhaps 2 

a few people away with the quality that is 3 

perceived in the UK. 

HE CHAIRMAN: 

4 

T  Thank you.  Sir Peter. 5 

SIR PETER DAVIS:  I just wanted to pick up a number of points that 6 

were raised.   

 One was the question about low pricing.  We ar

of low pricing but not to the exclusion of everyt

think in consumer terms we have to ask the ques

concentration on price is

7 

 e in favour 8 

hing else.  I 9 

tion whether over 10 

 at some cost.  The argument I was 11 

making is cost in range and cost in choice but there are also 12 

 to talk 13 issues around supplier bases and I will be going on

about that in the second session. 

 On the high-low pricing policy it has 

quite well to an extent for Safeway.  We operate a 

policy but - my colleagues might laugh cynically w

we call it a medium-low pricing policy because we

start from the same price as Safeway.  I think that

experience shows that th

14 

 obviously worked 15 

promotional 16 

hen I say it - 17 

 don't think we 18 

 our 19 

ere are a group of consumers who do like 20 

promotions.  It is also true that suppliers like promotions and 21 

ss of so I think that there is an argument that the lo

promotional activity, or the loss of choice for 

want promotional activity rather th

22 

customers who 23 

an everyday low prices, might 24 

be regretted by some consumers. 

 Incidentally, I agreed with almost everything 

said and I also admire the major competitors that

this country.  I think we have some of the most s

and b

25 

 Ken Morrison 26 

 we have in 27 

ophisticated 28 

est operators in the world operating in this market and 29 

customers have very real choice between them. 30 

  I also agreed with what Terry said about environmental 31 

issues and I would actually point the Commission to the business 32 

in the environment index, which shows that Sainsbury's I think 33 

are alone in the top quartile or top quintile in environmental 34 

matters, so I think we too have a good record on environmental 35 

matters. 36 

  I am glad about the Scottish question because I was going 37 
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to raise Scotland, as you might have expected, un

national section.  If I take one-stop shopping, o

that we supply to the Commission in our submission

that Tesco have just under 30 per cent of the Scott

market, Wal-Mart/Asda have 33� per cent and Safew

cent.  Therefore, the addition of Safeway to eith

would be a problem.  Sainsbury's at 6.6 per cent be

possible for us to add the Safeway market share a

der the 1 

n the figures 2 

, we believe 3 

ish one-stop 4 

ay have 24� per 5 

er of those two 6 

lieve it is 7 

nd only then 8 

reach the same levels as Tesco or Wal-Mart.  I think our figures 9 

re that the 10 show Morrisons at just under 1 per cent so I am su

same applies to Morrisons as well. 

 The other point that was made by several peo

floor was about smaller stores and the importance o

don't have cars, and people who wish to shop on f

shop on foot or by bus.  I think the Commission s

mind that both Tesco and ourselves operate delibe

matter of policy stores from the very smallest loca

stores to the largest and we do so, as I believe T

11 

 ple from the 12 

f people who 13 

oot or have to 14 

hould bear in 15 

rately as a 16 

l convenience 17 

esco do, in 18 

both rural and urban locations.  That is a matter of business 19 

I don't know policy in Sainsbury's case and I believe - though 

why I should be saying it in support of Tesco -

case as well.  I don't believe, on the other hand, 

policy heretofore of Asda or probably of Mor

 On the barriers to entry point I think the

have already made to the Competition Commission s

are significant barriers to entry in this mar

those outside the UK.  Because of the competition 

sheer cost and size of starting, we believe that ac

the fe

20 

 it to be Tesco's 21 

that it is a 22 

risons. 23 

  submission we 24 

ays that there 25 

ket, except to 26 

issues and the 27 

tually one of 28 

w opportunities for entry into the market is of an 29 

overseas operator though, as I am going to say in the second 30 

half, Carrefour do not believe under public quote that Safeway 31 

have enough scale for that to be attractive to them.  The 32 

implication is that, if Safeway was merged with one of the rest 33 

of us, that might be more attractive to an outside competitor, 34 

but I am not sure that we would argue that that was a reason for 35 

doing it. 36 

  On the supplier and local supplier issues I am going to 37 

 

 
 
 32



cover those in the second half. 1 

? THE CHAIRMAN:  Thank you.  Sir Terry, anything to add

IR TERRY LEAHY:  Ju

2 

S st very briefly because I don't want to repeat 3 

Sir Peter's comments. 

 On the earlier question on prices fro

of low prices on choice and supply, the evidence,

is quite encouraging.  If you look back there 

statistics, there have been real reductions in gr

over some 10 years and during that time you can se

increase in the range of products and the supplie

4 

 m David, the effect 5 

 such as it is, 6 

over the 7 

ocery prices 8 

e a real 9 

rs on offer.  10 

So far it looks encouraging.  That does include local suppliers 11 

year alone.  You and I think we added 300 suppliers in the last 

are beginning to see, I think, a fairly dynamic s

 On the specific question of Northern Irel

Northern Ireland is a different case and I a

12 

upply market. 13 

 and, I think 14 

m sure that the 15 

Commission will look at that, based on the evidence that is 16 

ved in Northern there.  I am very proud of what Tesco has achie

Ireland and, whenever I go over there, we are wel

customers do put on record what we have been able 

 I do want to echo Peter's point in answer

councillor from St Alban's about car access and th

stores, the convenience stores, were specifically

17 

comed and 18 

to do. 19 

  to the 20 

e Express 21 

 designed to 22 

r into neighbourhoods.  Most of our customers in bring our offe23 

out a half a Express stores actually walk to the store within ab

kilometre, so they are a very specific response t

concerns about access by car.  They do, as I say, 

higher operating costs bu

24 

o people's 25 

have slightly 26 

t they represent tremendous value in 27 

l community. terms of the service that they give in the loca

 Thank you. 

HE CHAIRMAN:  Thank you.  I perhaps might add at thi

28 

 29 

T s moment really 30 

three or four of what we at the moment see as the main sort of 31 

issues that we will be struggling with, still for the moment in 32 

relation to local competition.   33 

  One arises from a point which Sir Ken Morrison made.  In 34 

our previous report we developed the so-called three fascia 35 

rule, that we felt that the local competition in the one-stop 36 

shop market was probably adequate if there were at least three 37 
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competing fascias of stores of a sufficient size t

service.  If we now in this merger, or in any of 

contemplate in a particular locality a reduction i

of fascias from four to three, the question f

address that.  One answer would be to say, well, th

are adequate and so reduction from four to t

competition problem because there are still three 

 An alternative view would be to say, well, three 

adequate but four is better, and a move from four

locality might well be thought to be a significan

competition or at least a reduction in choice for

do not, I stress, have a view on this at the mome

clearly is that issue to be addressed.  Some might 

o provide that 1 

these mergers, 2 

n the number 3 

or us is how do we 4 

ree fascias 5 

hree is not a 6 

fascias there. 7 

may be 8 

 to three in a 9 

t reduction in 10 

 consumers.  We 11 

nt but there 12 

say, well, 13 

what about five to four or six to five;  in other words, where 14 

on, and can exactly does one draw the line in a merger situati

one read across from the market investigation of th

or not.  So that is one area we are considering. 

 Another is the role of large stores owned by

than a

15 

ree years ago 16 

17 

  players other 18 

ny of the main players here.  Should we make sure that we 19 

include and attach full weight to, for example, a large Waitrose 20 

of the larger store?  What about a Marks & Spencers store or one 

stores of perhaps the Co-op or other players and so

is the question of what weight we give to th

locality. 

 A third practical point I should just address 

is one thing to use these famous isochrones f

may w

21 

 on?  There 22 

ose locality by 23 

24 

 is that it 25 

or analysis of what 26 

ell be several thousand localities to try to get a feel for 27 

 local the extent to which any particular merger reduces

competition but, of course, several of the speake

referred to the fact that, where there would 

28 

rs have 29 

be a clear overlap 30 

if the merger were to go ahead, they would obviously contemplate 31 

divestment of the stores that were involved in that heavy 32 

overlap. 33 

  That does raise the practical problem that it is one thing 34 

to draw isochrones and have various rules like 10 minute or 15 35 

minute drive times as a screening or a filter system to decide 36 

is there roughly 100 areas of overlap or only 10 areas of 37 
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overlap.  But, if one is actually exploring dives

individual stores, one is actually going to have t

more detailed on the ground evidence, because clear

be cases where two stores are apparently in the s

defined by an isochrone, but there is some f

splits down the middle and there is no bridge, fo

the alternative, there are stores that are in d

catchment areas as defined by isochrones but there

tment of 1 

o have much 2 

ly there can 3 

ame locality as 4 

eature, a railway 5 

r example, or 6 

ifferent 7 

 is a very, 8 

very fast access from one to the other, or some other local 9 

is not accurate consideration that means the isochrone analysis 

in that case.  That does present us with a prac

 The fourth, finally, which has come up a 

is to what extent should one focus on - a number of

have emphasised - reductions in prices that would 

result of their company taking over Safeway and b

reduction in prices on the existing difference be

levels of that company and Safeway, as against th

of choice, choice of price strategies, choice o

10 

tical problem. 11 

 bit this morning 12 

 speakers 13 

come as a 14 

asing the 15 

tween the price 16 

e issue simply 17 

f fascia, choice 18 

of range, quality, selection and so on.  Again, I have no view 19 

 is quite an and nor do my colleagues at the moment, but there

important issue to be addressed there:  is it low

it more generally choice for consumers.  We would

20 

 prices or is 21 

 obviously 22 

welcome views on any or all of those matters. 

 At that point, unless there are any other 

all, I suggest that we break for coffee.  We are

early but I think that is quite convenient b

speakers have indicated that they want to sp

session. 

 Let me say that in the second session 

to the national level and there are really two dim

23 

 questions at 24 

 a few minutes 25 

ecause rather more 26 

eak in the second 27 

28 

 we are going to move 29 

ensions to 30 

that.  One is that we have very much focused so far on local 31 

competition;  question, is there a national dimension to 32 

competition;  if so, what is that, and how might that be 33 

affected by any of the proposed bids?  That is still competition 34 

for the consumers' expenditure.  Then also, once one looks at 35 

national level, the whole question of relationship with 36 

suppliers comes in.  We have touched on that already but I know 37 

 

 
 
 35



there are a number of people who would like to raise points on 1 

that. 

 I will welcome you back here 

2 

 at no later than 11.20 and 3 

then we will proceed from there.  Thank you. 

break) 

HE CHAIRMAN:  Welcome back.  Just before we start, t

points.  One is just to say that, when the tran

our website, it will have with it copies 

4 

 (Coffee 5 

T here are two 6 

script appears on 7 

of the overheads that 8 

 be publicly have been used in the presentation so they will

available for those who want to have copies of th

 Secondly, I should just reiterate because

important that, although we are inviting comme

questions, there is no presumption that at this hea

will necessarily be answered by the supermar

9 

em. 10 

  I do think it is 11 

nts or indeed 12 

ring those 13 

kets involved.  14 

There may be occasions when they would like to consider an 15 

ed from answer or it may be that they are somewhat restrict

answering because of the Takeover Code rules that I

the beginning.  I just want to re-emphasise that po

16 

 mentioned at 17 

int. 18 

 as I said   If we may then go on to the second session,

earlier, this really focuses now on national compe

both vis-a-vis the consumer and also vis-a-vi

are no

19 

tition issues, 20 

s suppliers, and we 21 

w operating in reverse alphabetical order.  I invite Terry 22 

to speak first.  Thank you. 

IR TERRY LEAHY:  Thank you, Chairman.  You have aske

session to focus on national issues, including t

an acquisition might have on competition in the U

suppliers. 

 Let me address the question of competiti

believe that competition in this sector is played

national level.  For each of the major players all 

23 

S d us in this 24 

he effects that 25 

K and on 26 

27 

 on first.  We 28 

 out at a 29 

significant 30 

policies are set nationally.  If you take the case of Tesco, 31 

pricing in Tesco is set nationally for Tesco stores throughout 32 

the country.  Our product ranges are developed centrally by our 33 

in house category teams working with our suppliers.  Our opening 34 

hours and other service policies are defined nationally.  35 

Obviously, our people policies, training, career development, 36 

benefits and so on, opportunities, are all developed nationally. 37 
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 ertfordshire and is  Our new technology is developed in H

applied systematically to all store types.  Even

advertising, for example our Dotty campaigns, is 

rolled out nationally.  Our property investment d

taken on a national basis.  So, when y

1 

 our 2 

created and 3 

ecisions are 4 

ou go into a Tesco store, 5 

the experience is no accident.  It is the result of a national 6 

 strategy implemented locally by wonderful staff.

 Each of our major competitors has a national

have already shown, and approaches these c

nationally.  If any of us get something wrong, we a

for it in our stores.  The Safeway experience is t

telling recent example of this.  Decisions by Sa

7 

  reach, as I 8 

ompetitive drivers 9 

re punished 10 

he most 11 

feway 12 

cing policy, have nationally, particularly as regards perhaps pri

resulted in consumers currently switching their cus

retailers.  This can only be repaired at the nation

 The key question is whether an acquisitio

would lead to a significant lessening of competitio

detriment of consumers, for example through highe

competition question will be dec

13 

tom to other 14 

al level. 15 

 n of Safeway 16 

n to the 17 

r prices.  This 18 

ided by the Commission, but what 19 

I can tell you is that, in the case of Tesco, the proposed 20 

t from our offer acquisition would enable all customers to benefi

in many more stores of all sizes without weakening

competitiveness that characterises our business. 

nationally and would continue to do so.   

 Som

21 

 the intense 22 

 We compete 23 

24 

 e people may argue that, as market leader, we should 25 

not be allowed to participate in the bidding for Safeway.  I 26 

their feet.  We are believe this is wrong.  Consumers vote with 

a market leader, because more customers prefer us t

competitors, and we will only remain the market l

long as we provide a better value for money 

27 

o our 28 

eader for as 29 

offer than our 30 

competitors. 31 

  It would be perverse to deny a wider group of consumers 32 

the chance to have access to what Tesco has to offer for 33 

customers.  It would send a signal that successful firms in 34 

competitive markets face a regulatory hurdle not shared by their 35 

rivals.  This could chill the very competitive endeavour that 36 

competition policy exists to preserve and to encourage. 37 
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 taining  Indeed, Tesco is totally committed to main

competition and rivalry in the sector.  This envir

allowed significant movements in market share over

by working in a 

1 

onment has 2 

 time.  It is 3 

competitive environment which spurs innovations 4 

like Clubcard or Home Shopping or 24 hour shopping that we have 5 

become market leader. 

 This competition and rivalry amongst superma

led to large improvements in the life of ordin

Tesco, Asda and, to some extent, Morrisons were a

weak in the early 1990s.  They re-positioned them

respond to consumers increasingly in search of valu

grown at the expense of Sainsbury, which used 

m

6 

 rkets has also 7 

ary consumers.  8 

ll relatively 9 

selves to 10 

e.  We have 11 

to be the clear 12 

at no-one is arket leader, and of Safeway.  The reality is th

guaranteed success in this market.  Size alone is 

 Indeed, the fastest growing major player in the 

Morrisons. 

13 

no protection. 14 

market is 15 

16 

   are passed Rivalry also ensures that buying efficiencies

on to the consumer through price and quality.  Our 

more than doubled in size in the last 10 years

was actually higher 10 years ago than it 

 This brings us to the issue of suppliers.  We

be acknowledged by the National Farmers Union for

Britain's biggest customer of farmers.  Indeed, thi

have announced that we are buying a muc

17 

business has 18 

, yet our margin 19 

is today. 20 

  are proud to 21 

 our support as 22 

s week we 23 

h greater volume of 24 

British produce, including early season potatoes and 25 

rectly with UK strawberries, as a result of work we have done di

farmers to extend the growing season.  This help

reduce our dependence on imports.  We work tirele

supplier

26 

s, of course, 27 

ssly with 28 

s of all sizes.  As I said earlier, we have around 3,000 29 

suppliers and we added 300 in the last year alone. 30 

  We have pioneered the transparent and strong relationship 31 

now enshrined in the code of practice and we are committed to 32 

resolving issues with our suppliers at an early stage.  As a 33 

result, we have had no complaints under the code and do not 34 

believe that the acquisition would impact on its effectiveness 35 

in our case. 36 

  Excellent relationships with our suppliers benefit 37 
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everyone.  By generating more business our supplier

certain and growing market for their produ

and timely payments and our commitment to shari

understanding of customers.  Customer

s gain a 1 

cts.  They get regular 2 

ng our 3 

s are beneficiaries of 4 

supply chain improvements.  They get better value, higher 5 

 quality products and at more affordable prices.

 To conclude, our success has been driven by 

customers in a competitive and dynamic market. 

proposals affecting the future of Safeway raise

as to whether a structural change, which could se

major retailers become three, is in the consume

such a re-structuring of the market were to be perm

strongly believe that Tesco would be best placed t

change.  U

6 

 our focus on 7 

 The current 8 

 serious issues 9 

e the four 10 

r interest.  If 11 

itted, I 12 

o lead this 13 

niquely, Tesco would deliver substantial consumer 14 

ersal appeal to all types of customers, experience benefits, univ15 

ore types and a very experienced across a wide range of st16 

ities, staff 17 management team to the benefit of customers, commun

and suppliers. 

 Thank you. 

HE CHAIRMAN:  Thank you.  Sir Peter. 

IR PETER DAVIS:  For this session I would like first o

with suppliers.  I am only too well aware of 

18 

 19 

T20 

S f all to deal 21 

the difficulties 22 

faced by some of our suppliers throughout the UK, particularly 23 

cently been a member in the primary agricultural area.  Having re

of the Curry Commission on food and farming, I ha

first hand the evidence to support this.  The d

the Competition Commission may result in further pr

effects on British agriculture for years to come. 

 Sainsbury's has

24 

ve seen at 25 

ecisions taken by 26 

ofound 27 

28 

  a unique heritage in British retailing.  29 

We have been trading for over 130 years and many of our 30 

relationships with our suppliers have been developed over many 31 

decades.  We have long had an internal code of practice for 32 

dealing with suppliers and, though we supported and signed up to 33 

the OFT Code of Practice following the Competition Commission 34 

inquiry in 2000, we had to make very few changes in the way that 35 

we deal with our suppliers. 36 

  Our approach to suppliers is one of partnership.  We do 37 
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have some quite tough negotiations but, on the whol

that we have a good relationship with our supplier

our customers want low prices as well as cho

e, I believe 1 

s.  Of course, 2 

ice, but we need to 3 

achieve this in a way that benefits our suppliers too by 4 

   enabling them to improve their own performance.

 One way we have pioneered is through our wor

and medium suppliers to reduce their costs and to

expand their capacity.  These benefits are th

the supplier, the retailer and the consumer;  the s

achieve a higher turnover and Sainsbury's can sup

quality produce to our customers at a lower pric

are also enthusiastic about the fact that we o

i

5 

 k with small 6 

 help them 7 

en shared between 8 

upplier can 9 

ply high 10 

e.  Suppliers 11 

ffer more products 12 

out the range n the food area than our competitors and also ab

of promotions which we talked about earlier w

have, which enables suppliers to sell a greater 

product and create a volume of their products

13 

hich we in turn 14 

variety of 15 

 in our stores. 16 

  ny years on We also have a very good track record over ma

working with our suppliers on new product develop

supporting their new or speciality lines whic

accommodate because of our policy of more lines in 

 Sainsbury's too has a strong record 

source over 90 per cent of the fresh food that can 

Britain from British suppliers.  Customers increas

want locally sourced products 

17 

ment and 18 

h we can better 19 

store. 20 

 in buying British.  We 21 

be grown in 22 

ingly though 23 

too and our dedicated local 24 

sourcing team delivers this.  I had the figures checked for this 25 

day in meeting today and I can tell you that, as of to

Sainsbury's, we have 3,992 locally sourced p

of 2,220 local suppliers.  In other words, only

product and a half from each of them, which shows t

scope of our work with local suppliers. 

26 

roducts from a total 27 

 just about a 28 

he range and 29 

30 

  Unlike some others, we are even willing to sell locally 31 

produced products in one store.  For example, we sell North 32 

Lakes milk in just our Cockermouth store in Cumbria.  If 33 

Sainsbury's acquired Safeway, we would extend our emphasis on 34 

local procurement to the newly acquired Safeway stores.  We 35 

strongly believe that Sainsbury's have led for some time much of 36 

the work on this.  It was Stuart Mitchell, our managing 37 
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director, when he was buying director, who seve

the Business in The Community team to drive the

local sourcing in conjunction with the Institute o

Distrib

ral years ago led 1 

 benefits of 2 

f Grocery 3 

ution.  We currently have active programmes in the South-4 

west, in Scotland, in Northern Ireland, in Wales and in the 5 

North-east. 

 In answer to the question about the effect on 

the merger, Sainsbury's acquisition of Safewa

least disruptive option for UK suppliers.  This

is a particularly high degree of overlap in the 

between the two companies.  We have looked ver

and obviously we do not have access to the sam

about our competitors - based on our industry knowl

estimate that 80 per cent of the suppliers to 

supply Sainsbury's.  We do not believe 

6 

 suppliers of 7 

y would be the 8 

 is because there 9 

suppliers 10 

y hard at this - 11 

e information 12 

edge.  We 13 

Safeway also 14 

that this degree of 15 

overlap will exist to the same extent with other bidders, but it 16 

ll.  We believe may be a fair question for you to ask of us a

that any degree of supplier rationalisation woul

supplier base less with us than the other parties

 In summary, then, the benefits of our app

suppliers in sourcing, in partnership to improv

efficiency and in our rigorous internal

17 

d hurt the 18 

. 19 

 roach to 20 

e supplier 21 

 procedures to ensure 22 

f British fair treatment will be available to a wider range o

farmers and food companies if Sainsbury's were ab

Safeway.  We believe we can continue to hav

relationship with our suppliers whilst deliver

money and a good range of choice to our customers

 Finally,

23 

le to acquire 24 

e a good working 25 

ing value for 26 

. 27 

  let me now turn to the national market.  28 

Suppliers cannot be insulated from the effects of global markets 29 

ining purchaser and market power is a critical factor in determ30 

behaviour.  Wal-Mart particularly and also Tesco wield 31 

considerable buying power because of their scale and their 32 

international coverage.  These advantages brought by size and 33 

international scale risk creating an unbalanced market, as I 34 

have already said. 35 

  Just one point in response to what Terry said, why Tesco 36 

are biggest is not just because of customer choice.  On the 37 
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demand side that may be customer choice but it is

supply side in terms of square footage and number

When I left Sainsbury's in 1986 we had roughly th

of stores and roughly the same number of square fe

ret

 also on the 1 

 of stores.  2 

e same number 3 

et.  When I 4 

urned, Tesco had 50 per cent more stores and 50 per cent more 5 

square feet, so I think it is both a supply as well as a demand 6 

issue. 

 In assessing the evidence, it is worth re

Safeway is in the position it now finds itself.  T

that Safeway has become a less effective competi

market place.  Why?  Because it has all the over

national player but with insufficient scale to de

t

7 

 flecting on why 8 

he truth is 9 

tor in the 10 

heads of a 11 

rive enough of 12 

ively small he economic benefits.  It is precisely the relat

size of Safeway which the French group Carre

reason why it was not going to seek to enter the 

making an offer for Safeway, as quoted on Reuter

13 

four gave as its 14 

UK market by 15 

s.   16 

  se have shown that In contrast, both Morrisons and Waitro

you can be a highly successful retailer by being 

regionally concentrated or focused on a core offe

both delivered very good growth without national c

 We think it important, therefore, to pick out

Chairman's point at the end of the first session,

17 

either 18 

r.  They have 19 

overage.   20 

  the 21 

 that, when 22 

looking at the fascia choices locally, the competition do look 23 

square feet, at effective competitors with stores over 15,000 

whether regionally, for example with Booth's in the

or whether with Waitrose, or whether with the Co-o

indeed Marks & Spencers, whose range is muc

time of the initial reference. 

 We believe that Safeway is already finding

24 

 North-west, 25 

p, or whether 26 

h wider than at the 27 

28 

  life difficult 29 

but is unlikely to remain a major competitor on its own.  The 30 

issue facing the Competition Commission is, if there is going to 31 

be a reduction from five major players to four in any case, how 32 

that can be managed in a way that does not result in a 33 

substantial lessening of competition.  Indeed, can the 34 

Commission's decision result in a market which is more 35 

competitive and likely to be over a longer period of time?   36 

  I strongly believe that such a balanced and competitive 37 
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market would be created by allowing a Sainsbury and Safeway 1 

merger with divestments on an organised basis. 2 

 ncerns about  I have already explained earlier our co

duopoly.  I have also explained that our own off

something rather different, offering consumers bo

prices where they want them, but also a wider choic

items.  We believe that it is in the customer in

real choice in the market place and that this shou

be available to them.  So it will come as no su

that my conclusion is that a Sainsbury an

3 

ering is 4 

th competitive 5 

e of food 6 

terest to have 7 

ld continue to 8 

rprise to you 9 

d Safeway merger is in 10 

ests of both consumers and suppliers.  Ours is a the best inter11 

erpin most serious offer and it is the option which will und

effectively a balanced competitive UK retail mark

12 

et. 13 

  Thank you. 

HE CHAIR

14 

T MAN:  Thank you.  We now turn to Morrisons and I think Mr 15 

Stott is going to speak on behalf of Morrisons for this second 16 

session. 

R STOTT:  Sir Derek, Panel members, ladies and gent

morning. 

 The combination o

17 

M lemen, good 18 

19 

 f Morrisons brand strength with Safeway's 20 

national store portfolio and supporting infrastructure provides 21 

usiness, a a unique opportunity to create a larger scale b

business well placed to take advantage of mark

and create future growth, delivering distinct ben

shoppers and suppliers alike. 

 We passionately believe that four national foo

are better for competi

22 

et opportunities 23 

efits to 24 

25 

 d retailers 26 

tion than three.  Why is this so very 27 

e number for important for consumers nationwide?  Currently th

Safeway is struggling to compete effectively with

three”.  To weaken or eliminate this fourth nation

28 

 the “big 29 

al player is 30 

in no-one's interest.  Strengthen it and almost everyone will 31 

benefit.  If Tesco, Sainsbury or Asda buy Safeway, there will be 32 

one less national competitor. 33 

  The Competition Commission concluded in their last 34 

investigation in 2000 that the relevant market to consider for 35 

one-stop grocery shopping takes in stores above 15,000 square 36 

feet.  If Tesco were to buy Safeway, their market share in this 37 
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one-stop grocery market would be 43 per cent.  If

to buy it, their market share would be almost 35 p

Asda were to buy Safeway, their market share would 

per 

 Sainsbury were 1 

er cent.  If 2 

be almost 32 3 

cent.  In these latter circumstances Morrisons’ market share 4 

would remain at only 8.7 per cent of the one-stop grocery 5 

market. 

 If Morrisons buy Safeway, the merged business

only a strong national player but also a fourth na

with a market share of 19.8 per cent in one-stop

combined business will have the scale, the retai

resources to really challenge the 

6 

  becomes not 7 

tional player 8 

 shopping.  The 9 

ling skills and 10 

existing “big three”.  Ours is 11 

the only deal that will retain the number of national and in 12 

ct that has many cases local players at four, not three, a fa

been welcomed by the Consumer

13 

s Association. 14 

  id was As the Evening Standard said back when our b

announced on 9th January, “the Morrisons bid for 

help competition because it will enhance the retail

pool among the big four.”  (Laughter) 

 On current trends there is a risk that the p

place national player will be squeezed, reducin

vigorous and effective competitors in the medium t

to two.  We believe that, were this to take p

15 

Safeway will 16 

ing  gene 17 

18 

 resent second 19 

g the number of 20 

erm from three 21 

lace, it would not 22 

only be anti-competitive, but would be against the public 23 

ve customers' interest.  Choice, variety and diversity best ser

interests.  With four national players variety i

giving a real choice from a diversity of competit

in terms of pricing policies, promotions, product 

product quality, own label offerings and ope

 This leads me on to my next point.  Our reta

noticeably different.  We are characterised by ha

24 

s retained, 25 

ive strategies 26 

ranges, 27 

ning hours. 28 

 il offer is 29 

ving our own 30 

way of doing things and by doing most of them ourselves.  We 31 

operate our own abattoir, our own fresh food factory and fruit 32 

and vegetable pack houses, and we run our own transport fleet.  33 

Fresh foods are prepared and served in store daily from our 34 

renowned ‘Market Street’ counters.  We have a consistent 35 

national promotional programme, featuring 1,000 special offers 36 

at any one time on products that customers really want to buy, 37 
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and that is on top of low prices all around the store. 1 

 ct of our  The in-house management of almost every aspe

commercial operation enables us to be quick and e

it enhan

2 

fficient, and 3 

ces our overall competitiveness whilst our fresh food 4 

factories and pack houses help maintain market prices to farmers 5 

and growers. 

 If the M

6 

 orrisons format was to become a national brand, 7 

then consumers everywhere will have a fourth, very distinctive 8 

choice of shopping. 

 Then there is pricing.  We have a long

based national pricing policy which has operated in

stores since 1958 with the same single price

i

9 

  established value 10 

 Morrisons’ 11 

 for every product 12 

 We have n each store, wherever that store is located. 

absolutely no intention of changing this strategy

heart of what we do.  There will be no price fle

Morrisons stores.  

 Prices will fall significantly as the M

f

13 

.  It is at the 14 

xing in 15 

16 

 orrison trading 17 

over 15,000 ormat is applied to the 358 larger Safeway stores 

square feet.  We expect that prices in the con

stores will fall by an absolute minimum of 5 per c

many stores converted to the Morrisons fascia, th

reductions will be much greater. 

 We also believe that the effect on supplie

will be favourable.  The merged group will h

18 

verted Safeway 19 

ent, but for 20 

e price 21 

22 

 rs of our merger 23 

ave purchasing 24 

requirements similar to Sainsbury's and to Wal-Mart Asda in the 25 

  We have a good UK, but still not to Tesco's levels of course.

record of fair dealing with suppliers of all s

our v

26 

izes and, through 27 

ertically integrated structure, we have a highly developed 28 

and well regarded strategy of supporting British farmers and 29 

policy. growers through a very positive British sourcing 30 

  As a result, we have built up many strong and long lasting 31 

relationships over the years.  We particularly see smaller 32 

suppliers enjoying enhanced sales growth as our commercial 33 

strategy is implemented through Safeway and continues to 34 

succeed. 35 

  In summary, we believe there will be no substantial 36 

lessening of competition arising from the merger of Morrisons 37 
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and Safeway.  On the contrary, national competiti

enhanced and this will be reflected locally, not l

of the great geographic fit between the two compani

A merger of Morrisons with Safeway will increase c

reduce prices.  Through our trading philosophy an

the powerful competition provided from the 

grocers

on will be 1 

east because 2 

es' stores.  3 

ompetition and 4 

d heritage and 5 

other three national 6 

 rivalry in the market place will increase and provide 7 

significantly better value to the benefit of customers 8 

everywhere. 

 Four national food retailers are undou

9 

 btedly better for 10 

competition than three.  Only Morrisons combined with Safeway is 11 

ue based challenge to the big three capable of delivering a val12 

rsity. by offering increased choice and maintaining dive13 

  Thank you for your kind attention. 

HE CHAIRMAN:  Thank you.  Mr DeNunzio. 

R DENUNZIO:  As I explained earlier this morning, co

the one-stop shopping market is essentially loc

 Competition in local markets drives national p

price and range. In other words, if our rivals fa

catchments the

14 

T15 

M mpetition in 16 

al.  17 

 olicies on 18 

ce Asda in more 19 

y will feel the need to be more competitive right 20 

across the country. By acquiring Safeway we will extend our 21 

ross the UK. We everyday low prices to a million more shoppers ac

will also improve competition coming head t

22 

o head with Tesco and 23 

Sainsbury's and others in parts of the UK where to date we are 24 

thin on the ground. 

 Finally, we will offer suppliers a be

increased volumes through what we believe is the 

business model - EDLP. Both local and national

benefit. I will deal with each of these three in 

 We are well recognised for our low pric

25 

 tter deal, building 26 

best supplier 27 

 suppliers will 28 

turn. 29 

 es. Whilst those in 30 

the grocery industry know our pricing policy as "Every Day Low 31 

Prices"  [EDLP] our customers know it as an unswerving 32 

commitment to offer the lowest on-shelf price always. We will 33 

bring these every day low prices to all those Safeway stores we 34 

intend to retain and to convert. Safeway shoppers in those 35 

stores across the country will benefit from a national price, 36 

the lowest price, an Asda Price. Not only will this mean 37 
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significantly lower prices for customers in these stores but it 1 

will also mean more price competition right across the UK.  2 

 cquisition  The Competition Commission must decide if an a

of Safeway

3 

 by Asda  will substantially lessen competition. I can 4 

tell you it will not. In fact, it will be extremely pro-5 

competitive.   

 As I have said, the merger will produce a d

for Safeway customers, and consumers generally wil

an Asda acquisition of Safeway. Tesco and Sainsbur

others will face increased competition in many more

For the first

6 

 irect benefit 7 

l benefit from 8 

y's and the 9 

 catchments. 10 

 time in the case of Tesco and Sainsbury's they 11 

will come head to head with Asda in a majority of their stores. 12 

etitiveness of 13 That will put pressure on them to improve the comp

their whole offer. 14 

   quality and As well as price competition product range,

service will be improved for Safeway shoppers. Do

my word for it. According to independent sur

i

15 

 not just take 16 

vey evidence, Asda 17 

 key measures.  s rated more highly than Safeway on all of these

 In the AC Nielsen "Attitudes To Retailer Sur

we were voted number 1 not only for price, but al

service and for availability. That was a sur

shoppers of all supermarkets, not just Asda shopp

 What difference 

18 

 vey" in 2002 19 

so for range, 20 

vey of 6,600 21 

ers.  22 

 to the overall competitiveness to the UK 23 

market scene would an acquisition of Safeway by Asda make? All 24 

of the five the evidence suggests that Safeway is the weakest 

major supermarkets, and an ineffective constraint

competitors. Since the Competition Commission's re

Safeway has, in fact, lost 20 per cent. of i

the one stop grocery market. 

 We recognise that 

25 

 on its 26 

port in 2000 27 

ts market share in 28 

29 

 there may be some concerns that further 30 

concentration in the retail grocery sector may adversely impact 31 

suppliers at a national level. We already work with over 2800 32 

suppliers from major multi-nationals to small businesses and we 33 

aim to have long lasting, positive and open relationships with 34 

all of them. That commitment will be strengthened by our 35 

acquisition of Safeway. Increased volumes will benefit many 36 

suppliers both large and small. 37 
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 as customers,  In addition, EDLP benefits suppliers as well 

indeed, we believe it is the best business mode

It removes the volatility that can come with high

promotions. What we offers suppliers is the 

net price, not a constant renegotiation of t

makes for more constructive relationships, the con

negotiation and renegotiation of promotions can 

confrontation. The Asda EDLP model does not provi

1 

l for suppliers. 2 

 levels of 3 

certainty of a net 4 

erms. It therefore 5 

stant 6 

lead to 7 

de that. It is 8 

far better to work together in the DLP environment and focus 9 

own for the 10 effort and energy on driving volume up and costs d

benefit of consumers.  

 The suppliers of the enlarged group will cert

f

11 

 ainly benefit 12 

 a third more rom increased volumes. TNS report that Asda sells

own label products than Safeway. So the acquisition

by Asda will lead to more opportunities for those s

tend to be small and medium sized firms. 

 An important and growing part of our business 

l

13 

 of Safeway 14 

uppliers who 15 

16 

 is to offer 17 

working with a fast ocal products to our stores. We are already 

growing number of local suppliers, and as I mentio

already have 800 genuinely local products in our 

everything from Darrel's Faggots in South Wales to 

Scotland. 

18 

ned earlier we 19 

stores, 20 

Killie Pie in 21 

22 

 nies like  We realise that the way we work with compa

Proctor & Gamble, Unilever and Coke Cola is not a

small, sometimes tiny, local businesses so we hav

have changed the way we process those particular s

23 

ppropriate for 24 

e adapted, we 25 

uppliers so it 26 

is easier for them to trade with us and to supply us. 27 

 tish farmers  Moving on to British farming. Support for Bri

and growers is part of the Asda heritage. After a

founded by a group of Yorkshire farmers. So, for 

28 

ll, we were 29 

example, when 30 

others turned their backs on British beef during the 1996 BSE 31 

crisis we were the only ones buying 100 per cent. British beef. 32 

  We have won a proven track record in sourcing most, if not 33 

all, our fresh meat, poultry and produce from British suppliers. 34 

Indeed, 90 per cent. of all the fresh food we can buy in the UK 35 

we do buy in the UK. Only last week we welcomed 300 farmers to 36 

our head office, and introduced 60 new products for this year 37 

 

 
 
 48



and this shows an ongoing commitment to supplying

Just to give an example: working closely with grow

extend the British carrot season to 50 weeks and 

season by an extra 10 weeks, so reducing the ne

 UK farmers. 1 

ers we will 2 

the new potato 3 

ed for imports. 4 

Issues like this enable our British suppliers to grow their 5 

 prices. businesses and let our customers benefit from lower

 So let me summarise. We have stimulated compe

UK grocery market. We are the most price competit

- I think that has been confirmed by some of the ot

in the UK, and the UK's favourite supermarket. Ou

built on our commitment to moving towards EDLP to

all the time right across the country. Safeway is

the five major supermarkets and does not effective

its competitors. Replacing Sa

6 

 tition in the 7 

ive supermarket 8 

her slides - 9 

r success is 10 

 all customers 11 

 the weakest of 12 

ly constrain 13 

feway with Asda, with divestments 14 

to meet local competition concerns will therefore invigorate, 15 

igh priced retailer not reduce, competition. It will replace a h

that has weak customer appeal with one that is str

competitive with high customer appeal. 

16 

ongly price 17 

18 

  our Our acquisition of Safeway will not diminish 

commitment to working with our suppliers. Good 

relationships have helped build the Asda business

our future success depends on our ability to work

with these suppliers of all types and all sizes. 

 Just before I finish, a word about our collea

in our business. One of our deep rooted beliefs 

people make the difference. They are t

19 

supplier 20 

. We know that 21 

 constructively 22 

23 

 gues who work 24 

is that our 25 

he ones who, day in day 26 

out, serve our customers and provide that Asda personality in 27 

 were pleased to be named the best company to work our stores. We28 

nd last year we for in Britain by the "Financial Times'" survey a

were voted by the Sunday Times' survey the best c

29 

ompany to work 30 

for. So if we are able to acquire Safeway we look forward to 31 

welcoming many more colleagues to our Asda team. 32 

  May I finish by thanking the Chairman and the Commission 33 

for  providing us with this opportunity to speak. 34 

  Thank you. 35 

THE CHAIRMAN:  Thank you. Well now is an opportunity for anyone in 36 

the hall to raise points, observations. I am going to start by 37 
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inviting a representative from the National Farme

speak, and then if others would catch my eye, and 

organisations who have indicated they would like a

rs' Union to 1 

I have other 2 

n opportunity 3 

 - would you 4 to speak. We start with the National Farmers' Union

like to come up. 

R TAPPER:  Good morning everyone. My name is Ro

National Farmers' Union. Thank you, Chairman fo

to present the NFU's views on the proposed acq

Safeway.

5 

M bin Tapper from the 6 

r the opportunity 7 

uisition of 8 

 If I may I would like also to endorse and give our 9 

support to  the process that both you have undertaken and, 10 

creating this 11 indeed, the OFT undertook before you in basically 

forum today. 

 As I said, we certainly support the process 

undertaken, and we share very m

12 

 which is being 13 

uch the OFT's proposals that the 14 

four major retailers should have been put forward to the 15 

 wished also that Competition Commission. Indeed, we would have

we had more information on what Mr Green was als

that is not the purpose of this meeting. 

 Certainly as far as the main principle is

NFU b

16 

o asking, but 17 

18 

  concerned, the 19 

elieves that the interests of both consumers and our 20 

members are best served by a broadly based, competitive food 21 

nderstood, and retail industry. However, having said that it is u

indeed I think recognised by most of our members

consolidation in food retailing is a likely outco

process. 

 The NFU's preferred outcome in any of the s

we have heard today would be 

22 

 that a 23 

me of this 24 

25 

 ituations that 26 

for a more level playing field. By 27 

ably would be that we would mean a situation where Tesco inevit

still in the lead because they got there, as 

heard, by organic growth. But we would have a sit

28 

we have already 29 

uation where 30 

the other three major retailers would have broadly similar 31 

shares. This, we believe, would create as fair competition as 32 

possible and maintain consumer choice. 33 

  Indeed, the NFU would be gravely concerned if the proposed 34 

takeover by  Safeway resulted in a situation where the UK food 35 

retail market were to be dominated by two companies which 36 

between them would have more than 50 per cent. of the market. 37 
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Such a duopoly is the least favoured option and wou

neither the interest of our members nor the consum

believe that such a concentration of f

ld serve 1 

er. Indeed, we 2 

ood retail power could be 3 

catastrophic in terms of farmers' profitability. 

 Finally, an alternative option may be that

split up. If that is the case, the NFU would very 

approach which is app

4 

  Safeway is 5 

much prefer an 6 

lied on a local level. This again would 7 

favour consumer choice and also safeguard against the dominance 8 

of two major food retailers. 

 Thank you very much indeed. 

R RHODES: Good afternoon, ladies and gentleman, Mr 

name is Paul Rhodes. I am Chairman 

9 

 10 

M Chairman. My 11 

of Yorkshire Farmers' 12 

ig Marketing, Livestock Marketing. I am also Chairman of United P

which are both multi-species marketing co-ope

farmers, and run for the benefit of farmers.  

 I will concentrate mostly on the pig sector w

significant traumas in the past six years. The p

u

13 

ratives owned by 14 

15 

 hich has seen 16 

ig industry, 17 

vernment nlike much of agriculture is not supported by Go

subsidies, and survives purely on what is obtain

market place, and is possibly a good example of wh

when there are many sellers and few buyers in an un

market. 

 Since 1997 there has been a significant reduct

percentage of retail value of the pig returned to t

from over 50 per cent. to as low as 34 per cen

is running at about 38 per ce

18 

able from the 19 

at can happen 20 

regulated 21 

22 

 ion in the 23 

he farmer 24 

t. - currently it 25 

nt. There has also been a reduction 26 

in the total value of the meat due to retail price deflation. 27 

ng proportion of This has resulted in farmers receiving a dwindli

a dwindling cake. This is clearly non-sustainab

35 per cent. of the pig industry going out of pr

28 

le with well over 29 

oduction and the 30 

remaining industry in a total mess, either on the verge of 31 

bankruptcy, or just simply packing up. 32 

  We have virtually surrendered our bacon market, now only 33 

supplying 22 per cent. of it, and to date only 26 per cent of 34 

the manufacturing meat used in added value products is of UK 35 

origin. With a great deal of our industry being exported to 36 

other countries with considerably lower production standards 37 
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such as Holland from where 50 per cent. of their loins are now 1 

imported into the UK.  

 Why has this happened? There have been vario

problems obviously with Foot and Mouth which, alt

directly impact on UK production, had an enormous

price. The key factor is the price obtaina

the UK is less money than the cost of production an

for some time. Why is this? Are UK farmers inhere

2 

 us health 3 

hough did not 4 

 impact on 5 

ble by the farmer in 6 

d has been 7 

ntly 8 

inefficient? The answer is definitely "no".  The strength of the 9 

strengthening Pound has not helped, obviously, with the Pound 

from a low of Dm2.24 to a peak of over Dm3.2

 Ten years ago the UK pig industry was the en

exporting breeding stock globally and production 

some of the best in the world - in short, a world 

industry. We have seen additions to our cost of p

to welfare and environmental legislation which, on 

has been unilateral within the UK, and we do l

terms of production standards. However, the buyin

retailers has to be a major contributory 

10 

. 11 

 vy of many, 12 

levels were 13 

class 14 

roduction due 15 

the whole, 16 

ead Europe in 17 

g power of the 18 

factor, and a further 19 

concentration of this buying power can only spell disaster for a 20 

es great demoralised fragile industry. With great power com

responsibility. Unfortunately the short term bus

multiple retailers driven by City shareholders does

sit comfortably with sustainable primary producti

 With the exception of a few regi

21 

iness aims of 22 

 not always 23 

on. 24 

 onal supermarkets such as 25 

Waitrose and Morrisons, who have adopted a more integrated food 26 

poken kind chain approach, many of the major retailers have s

words but however the culture operating in their b

such that their desire, if genuine, to see sustaina

production has not yet been realised. The culture 

27 

uying rooms is 28 

ble livestock 29 

of EDLP can 30 

only result in every day less pigs! [Laughter]  31 

  The maintenance of a sustainable livestock sector has to 32 

be the responsibility of Government and its agencies. A further 33 

misuse of power is seen within the confusion at times as 34 

deliberately misleading labelling and packaging of pig meat and 35 

pig meat products. Due to the high standards of welfare operated 36 

in the UK we have higher cost of production - it is inevitable. 37 
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If I were to keep pigs in the UK in the same way as

Holland, say, in stalls, or in France where the

could go to prison. So to avoid this my own family 

spent £50,000 we could not afford on new building

production by 20 per cent. and add a further 10p

costs. Our pigs are happy, they are kept in straw

came in to see them they would realise this. It 

somewhat disappointing to find Dutch bacon pro

red, white and blue, even flying a Union Jack

purely

 they do in 1 

y are tethered, I 2 

business 3 

s to reduce our 4 

 per kilo to our 5 

 - if people 6 

is therefore 7 

ducts packed in 8 

 in some cases, 9 

 because it is sliced and packed in the UK. I do not 10 

believe that this is in the best interests of the consumer who 11 

ce by this 12 is being prevented from making an informed choi

labelling. 

 Thirdly, a further concentration of 

result in greater centralisation of food distr

cannot be good for the environment, and inevitably 

fewer larger suppliers with greater miles travelled

livestock in terms of the reduction in the number 

13 

 retail power will 14 

ibution. This 15 

leads to 16 

 for 17 

of 18 

slaughterhouses, and a further distance travelled for food 19 

ll increase. It products, and the environmental cost that this wi

may also, and probably will, lead to a greater bu

which may be not of the same high standards operat

Agriculture. 

 A greater degree of regionalisation will lead

sustainability and would be better for the envi

pig industry at present is at a knife edge. If th

wants to buy the best, fresh, locally grown Briti

is essential - no, vital - that the ret

20 

ying of imports 21 

ed by British 22 

23 

  to more 24 

ronment. The UK 25 

e UK consumer 26 

sh pig meat it 27 

ailers act in a way to 28 

maintain a sustainable UK pig industry. I believe that a form of 29 

essential with balance being maintained in the retail sector is 30 

four evenly matched retailers rather than one or two retail 31 

giants dominating the market. Further concentration of buying 32 

power in the wrong hands will reinforce the downward trend in 33 

the UK pig industry, and the livestock sector as well and will 34 

not be in the better interests of the UK consumer. 35 

  The livestock sector will and can respond to the 36 

consumers' needs providing it is sustainable in the long term. 37 

 

 
 
 53



  Thank you for listening. 

R GILLEN: Good afternoon. I am Leo Gillen, I have Gi

Supermarkets in Hartlepool, and I am also a m

of Nisa/Todays which is a buying group re

independent grocers. The important issue here is 

not want to see any consolidation into the to

supermarkets, and this session now is about UK c

suppliers. I do not mind competition but I dislike

1 

M llen's 2 

ain board director 3 

presenting 6,500 4 

that I would 5 

p three 6 

ompetition and 7 

 unfair 8 

to inform me competition and in your 2000 report you managed 

that the big three are buying 11 per cent. better t

 Now, in my sector I am taking similar drops

Safeway stores, Tesco Express, and One Stop w

just bought. I buy bigger than them and I am payi

more, and now they are charging more again. The

take through  Nisa beat the major supermarkets, b

regularly, real headlining offers and our basket

couple of percent. more than Tesco and Asda, and

that slide earlier on they have had the same price

broad basket for the past two years. It was there

the same amount of money, and they brought the issu

forum that they are cheap. Well, they are not chea

massive margin that they are taking out of the sec

whole country. If you compare them to like supplie

they are working on much greater margins and a gre

serve, so they are not cheap. That is the messa

out but they are not. It is a protected market amon

Three", and I think that is wrong. The people in t

9 

han myself.  10 

  to the smaller 11 

hich Tesco have 12 

ng 11 per cent. 13 

 offers that I 14 

eat them 15 

 is only a 16 

 as we saw in 17 

 across a 18 

, they charge 19 

e to this 20 

p. It is a 21 

tor in the 22 

rs in Europe, 23 

ater cost to 24 

ge that is coming 25 

gst the "Big 26 

he South East 27 

ht because they are all hopping across the Channel know it is rig28 

to look at a once a month to do their shop and I think you have 

fair competition for us all, particularly independ

29 

ents, because 30 

we are now paying more because suppliers have to come to us 31 

because they cannot react to the massive buying power of the Big 32 

Three supermarkets. So we suffer and this is not fair, and I do 33 

not believe unfair competition. 34 

  Thank you. 35 

THE CHAIRMAN:  Thank you. That may be something that representatives 36 

of the main supermarkets may want to respond to later on in the 37 
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summing-up and indeed, any points they might want

the pig industry. The represent

 to make about 1 

ative from USDAW [Union of Shop 2 

Distributive and Allied Workers] please. 

R HANNETT: Chair, can I first of all make clear our

these matters. I am here as a representative of US

of Shop Distributive Allied Workers. My name is J

USDAW's deputy general secretary. I am here 

General Secretary, S

3 

M  interest in 4 

DAW, the Union 5 

ohn Hannett, 6 

to deputise for our 7 

ir Bill Connor, who would be here himself 8 

nnual 9 but for an unbreakable commitment to our Union's a

conference elsewhere today. 

 I also want to stress the significance which 

this event and to the Commission's inquiry into t

of Safeway. I would also add that my Union has a pa

interest, as you might expect, in the acquisit

thou

10 

 we attach to 11 

he acquisition 12 

rticular 13 

ion as it affects 14 

sands of people on the Safeway payroll and, in particular, 15 

the 23,000 members of ours who currently work for Safeway. It is 16 

althy in their interests, and in the interests of a he

competitive retail sector, that I would like to m

points. 

 First, my Union was extremely surprise

17 

ake three 18 

19 

 d by the decision of 20 

the Office of Fair Trading to refer the Morrisons bid to the 21 

 market with a Competition Commission. Tesco currently lead the

turnover of around 25 billion. Sainsbury's fol

billion. Asda are third with 11.5 billion. Then  S

Morrisons at 8.7 billion, and 1.7 billion respec

 My point is that the acquisition of  Safew

would produce a 

22 

low with 18.2 23 

afeway and 24 

tively. 25 

 ay by Morrisons 26 

new corporate body which an appropriate 10.5 27 

jor food billion turnover and very significantly a fourth ma

retailer in the position to challenge and compe

remaining Big Three. It would have around 20 per c

28 

te with the 29 

ent. of total 30 

national market share which is slightly behind Asda and then 31 

Sainsbury's, and some way short of Tesco's 32.5 per cent. of 32 

national market share. 33 

  In other words, a new corporate body well able to inject a 34 

serious competitive edge into a market increasingly dominated by 35 

fewer and fewer players. In our view, instead of minimising 36 

competition the acquisition of  Safeway by Morrisons would give 37 
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customers, suppliers, and employees a real four 

market currently dominated by only three major busi

would also add in passing that an acquisition b

choice in a 1 

nesses. I 2 

y Morrisons would 3 

also mean relatively fewer store disposals to satisfy local 4 

competition needs. 

 My Union quite naturally believes that the Com

should make an assessment of any prop

5 

 mission 6 

osed acquisition which 7 

relates to its impact on the Safeway workforce. A healthy market 8 

ell as customers.  should benefit employees as w9 

  involve A number of possible takeover options would 

substantial store sell offs and job losses that wou

detrimental effect on local economies. 

 Morrisons have already stated that they do n

losses amongst store staff. They have also given as

employment terms and conditions, including pension

would be protected in a successful merger, 

principal view that the workforce and local commu

a

10 

ld have a 11 

12 

 ot expect job 13 

surances that 14 

 arrangements 15 

and it is our 16 

nities in and 17 

uture being resolved round Safeway stores should see Safeway's f

in a manner that minimises disruption of job losses

It is for these reasons that we would recommend to

Competition Commission that Morrisons should be t

company in the acquisition of Safeway. 

18 

 and stores. 19 

 the 20 

he preferred 21 

22 

  e possible My second point refers principally tot h

acquisition by Asda Wal-Mart. We have already su

detailed views in writing to the Commission,

make clear here today my Union's very deep conce

impact which Wal-Mart can and does have, not only 

23 

bmitted our more 24 

 but I just want to 25 

rns about the 26 

on local 27 

competition, but on nationwide competition as well. 28 

 powerful  Wal-Mart is an extremely large, wealthy and 

corporate entity. It can, in my U

29 

nion's view, and does abuse 30 

that wealth and power. In our view, any assessment of an 31 

acquisition that has an unhealthy impact on competition must 32 

look at how the company in question uses, and perhaps abuses, a 33 

lead position in a market. 34 

  In our view there is much more than enough evidence of 35 

Wal-Mart's impact on local and national competition to suggest 36 

its bid should not be allowed to succeed.  37 
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 iews on two of  Thirdly, I have already covered my Union's v

the bidding companies and offered our support to 

bid, but I realise that there are two other inter

as well. Should the Commission choose to consider

or Sainsbury's as a favoured bidder, then we would 

to disregard Tesco solely on the basis of its curr

market share. We have a long and healthy relati

Union with Tesco, in fact, one of the most 

1 

the Morrisons 2 

ested parties 3 

 either Tesco 4 

urge you not 5 

ent leading 6 

onship as a Trade 7 

modern, far reaching 8 

partnership agreements, and a detailed understanding of its 9 

with its 10 relationship not only with its staff but also 

suppliers. 

 It is that experience that leads us to testif

proper performance and behaviour in the market

Commission were minded to consider existing market

determining factor in its eventual

11 

 y to Tesco's 12 

.  So if the 13 

 share as a 14 

 decision, we would urge them 15 

not to be unduly distracted by changing percentages and 16 

 evidence to arbitrary thresholds. In our view, there is no

suggest that either Tesco or Sainsbury's ever wou

17 

ld abuse their 18 

positions in pursuit of healthy competition. 

 Sir, that concludes my three principal points

issues. My Union would

19 

  around these 20 

 be very please to elaborate on them 21 

further at any other time if that would be helpful and I thank 22 

you for your time and attention today. 

R HANDLEY:  My name is Mike Handley, chief executive

Plc. I should declare that we supply all the pote

and the receiver of the bid.  

 I would just like to make a couple o

23 

M  of McBride 24 

ntial bidders, 25 

26 

 f comments. In the 27 

European and more so a global context the UK itself is, of 28 

ent context in the course, a local market and takes on a differ

local issues we are discussing here today. From ou

29 

r perspective 30 

in McBride it is by far the most professional, efficient, and 31 

quality focused retail market in the world, and we include 32 

Australia, South Africa and the United States in our 33 

comparisons, not just Western Europe. 34 

  As I have said, McBride supplies not only all the UK 35 

retailers but also all Western European retailers in all 36 

countries and we have operations in all those countries. The UK 37 
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is at least, at least I stress, as intense in i

terms and behaviour as any other retail market we t

including France and Germany. Germany was commented

the speakers. Germany is worth a comment where hard

better known as "Aldi" and "Lidl" in terms of fa

others, have over 30 per cent. of the market a

rapidly in the past three years. Hard discounters a

price focused, and v

ts competitive 1 

rade in, 2 

 on by one of 3 

 discounters, 4 

scia names, plus 5 

nd which has grown 6 

re purely 7 

ery basic in their offer, with limited 8 

erience based upon 9 ranges, limited facilities, and a shopping exp

pure price, we supply them. 

 This kind of competition  has been helped

10 

  in Germany and 11 

the conventional UK style of mixed retailing is not helped 12 

retail freedom because of significant regulatory intervention in 

of opening outlets and protection of small retail

 The second point I would like to make is that 

potential bidders have addressed the inquiry 

course, that is the scope of your inquiry, and 

one of them say that prices will go up in  Safew

acquisition. So the retailer is looking at offeri

which ever one succeeds, whichever composite 

eventually take place. But there is a bidder outs

inquiry's reference and I would like to make a 

that because all of these retailers that are

able to realise synergies whether they be buying sy

structural 

13 

 outlets. 14 

 all of the 15 

today and, of 16 

I have not heard 17 

ay stores post-18 

ng better value 19 

solution may 20 

ide of the 21 

comment about 22 

 bidding will be 23 

nergies or 24 

synergies, or operational efficiency and scale 25 

synergies. In McBride’s view a financial bidder would not have 26 

owever, need to such synergies available to him. He would, h

lower his prices. He would need to be more compet

would worry significantly about the employees,

communities and about the suppliers in particular

27 

itive and I 28 

 about the 29 

 having to fund 30 

a financial bid. 31 

  Thank you for listening to my comments. 32 

MR BRETMAN: Chairman, thank you. Good afternoon ladies and 33 

gentlemen. My name is Ian Bretman, I am deputy director of the 34 

Fair Trade Foundation. My organisation operates the Fair Trade 35 

Mark, which is an independent guarantee that products from 36 

developing countries have been produced sustainably and traded 37 
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fairly. A big part of this is a guaranteed minimu

covers t

m price that 1 

he real cost of production for producers in developing 2 

countries.   

 We are part of an international standar

certification network that works with around 

through 350 organisations in 36 countries and Fair

products are sold in 17 countries across Europ

America. In Britain sales of Fair Trade products 

by around 40 per cent. a year for the past five y

consumers spent £63 million on quite a narrow ran

in hot beverages, fre

3 

 ds and 4 

five million people 5 

 Trade 6 

e and North 7 

have increased 8 

ears, and 9 

ge of product 10 

sh produce etc. in 2002. So I am asked to 11 

speak today on behalf of both the producers that we work with, 12 

e a better 13 but also the consumers - perhaps "citizens" might b

word - who support our work. 

 I would also like to note that we seek to wor

in a partnership with retailers, and I believe we h

effective partnerships with all the national superm

not want Fair Trade to be charity. We aim for sus

and we see that as meaning viability for th

for consumers as well as a fair deal to producers

has enabled us to achieve distribution of Fair 

virtually all nationa

14 

 k very much 15 

ave developed 16 

arkets. We do 17 

tainability, 18 

e retailer and value 19 

. That approach 20 

Trade products in 21 

l supermarket chains. The extent to which 22 

er they are stocked partly I think reflects the custom

demographics of those chains, but also their mar

philosophy. Some supermarkets have taken a lea

some have responded as the market had grown, some

quite resistant to the idea. 

 Bu

23 

keting 24 

d on Fair Trade, 25 

 have been 26 

27 

 t while we can guarantee that Fair Trade products are 28 

bought at a fair price in a wider context we have to say that we 29 

tailing combined have seen the increasing concentration of re30 

with a very heavy priority on price as a competitive tool, 31 

leading to a consolidation of suppliers at a wholesale level, 32 

but also intense price pressure passed back along the supply 33 

chain, ultimately reaching primary producers who can least 34 

afford it.  35 

  I am not suggesting that there was any deliberate strategy 36 

by supermarkets to drive farmers out of business, or to 37 
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disregard the human rights of workers. Many of the 

supermarkets actually take a very positive approach

improve standards through organisations like the 

Initiative, and in partnership with the Fair Trad

But I do think that it is very hard for individua

context, within the culture of a national superma

understand fully the needs of small farmers - espe

farmers in some of our poorest countries in the 

so few options in today's global markets, that th

to continue in business at all costs. If supermar

like the

national 1 

 to trying to 2 

Ethical Trading 3 

e Foundation. 4 

ls within the 5 

rket chain to 6 

cially small 7 

world who have 8 

ey have to try 9 

kets do not 10 

 price they were offered for a product there is always 11 

somewhere else they can go. For many of the producers that we 12 

 they cannot 13 work with, if they lose the supermarket's business

sell at all. 

 I would like to just give

14 

  a brief illustration of this in 15 

terms of bananas, which is one of the key products that we work 16 

 believe it is with. It is not only Britain's favourite fruit, I

still the highest value grocery item sold by the s

behind only petrol and lottery tickets. 

 We estimate that the top three super

17 

upermarkets,  18 

19 

 market multiples 20 

account for over 50 per cent. of banana sales in this country. 21 

 the retail price Over the past 18 months, since December, 2001,

of bananas generally has come down from about £1.

kilo to about 81 pence per kilo, and there are i

supermarkets are seeking to reduce that even furt

 We estimate that the price that suppliers rece

country - that the ripeners and distributers rec

fallen from over 70 pence per kilo to under 50 

That means that of the 27 pence per kilo saving 

only around 5p has been funded by retailers. The cr

22 

08 pence per 23 

ndications that 24 

her. 25 

 ive in this 26 

eive - has 27 

pence per kilo. 28 

for consumers, 29 

azy thing 30 

about this from our perspective is that we cannot see who wins 31 

out of this. Banana sales have not increased. Market shares have 32 

changed only marginally. Supermarkets have not made any more 33 

money. The supply chain of bananas is not making any more money 34 

- we are not sure the consumers have even noticed the price 35 

difference but for many farmers and workers around the world 36 

these price cuts are stretching marginal living standards to the 37 
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absolute limit. 

 So in that context we are very concerned 

consolidation of the supermarket sector. I think a

speaker has mentioned that the power that the

in the British market brings with it responsibili

we acknowledge that many companies are making ver

efforts to acknowledge those responsibilities, w

that they are always doing this with an eye to the 

and when competition is not just about price this c

positive effect on all sorts of social, environmen

have seen with Fair Trade products that competition

increase sales, as retailers compete to be a

trend that interests consumers, and even the avera

will respond to this over time, but when price is

factor we think that it is very important that th

mechanisms 

1 

 about further 2 

 previous 3 

 supermarkets have 4 

ties, and while 5 

y strong 6 

hat we see is 7 

competition 8 

an have a 9 

tal issues. We 10 

 can help to 11 

t the forefront of a 12 

ge performers 13 

 the overriding 14 

ere are 15 

to protect the leaders in responsible retailing from 16 

nd the average from the people for whom price is the average, a17 

ery much hope the beginning and the end of everything, and we v

that the Commission will take these issues i

deliberations.  

 Thank you. 

R RAE: Mr Chairman, can I thank you for the opportu

18 

nto account in its 19 

20 

 21 

M nity to speak 22 

to the Commission today. My name is David Rae, and I am chief 23 

 ACS executive of the Association of Convenience Stores.

represents 30,000 convenience stores throughout the

members are multiple retail groups, indepen

buying groups and under symbol fascias, and also 

who operate independently in their own right. 

 Throughout our membership we have a concern

the bids under consideration by the Commission. I

24 

 UK. Our 25 

dents trading through 26 

independents 27 

28 

  based on all 29 

t seems evident 30 

from what has been said today that to a greater or lesser extent 31 

there will be some divestment of stores as a result of 32 

acceptance of any of these bids. The most likely beneficiaries 33 

of this divestment of stores will be the unsuccessful bidders, 34 

which only strengthens their hand and creates larger companies 35 

with more buying power. We have also heard today how at least 36 

two of the bidders are moving into the convenience sector, and 37 
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it is a major concern to our members that the enhan

power that will be represented as a result of the a

the  Safeway chain will

ced buying 1 

cquisition of 2 

 bring that extra buying power, and focus 3 

it on the convenience market.  

 We believe that the Competition Commission sho

safeguards are in place to protect smaller operat

customers and particularly the communities that the

this can be achieved, we believe, at least as a 

by introduci

4 

 uld ensure 5 

ors, their 6 

y serve. Now, 7 

starting point 8 

ng a ban on persistent, below cost selling backed by 9 

transparent pricing from manufacturers. This would follow on 10 

mmission itself 11 from the identification of this problem by the Co

in the year 2000. 

 It will create therefore, opportunities fo

12 

 r retailers to 13 

work together to achieve better buying prices while protecting 14 

ll also, them from the excesses of below cost selling. It wi

through transparent pricing, create a basis upon 

cost selling itself can be judged and looked at. 

 Thank you very much for the opportunity. 

and part owner of a food 

15 

which below 16 

17 

 18 

MR McCARTNEY [Thomas Food Partnership] Good afternoon. I am Chairman 19 

manufacturing company based in South 20 

Yorkshire. We supply the major retailers with a range of chilled 21 

s since the pastry and party products. Over the last 10 year

compan

22 

y was founded we have supplied all the companies involved 23 

in this inquiry and are currently supplying products to Safeway 24 

mpanies. and two of the bidding co25 

  involved in Over the last 14 years I have also been 

corporate rescue and appraisal work on behalf of 

venture capital companies

26 

a number of 27 

 across the food manufacturing 28 

industry. 

 We are supporting the Morrison  bid on th

29 

 e basis of two 30 

specific public interest issues.  31 

  Firstly, it is our contention that the creation of a 32 

fourth strong retail group will provide better short and long 33 

term opportunities and support for a larger number of innovative 34 

and creative SME manufacturers.  35 

  It is critical for the survival of new food companies to 36 

have a retail listing. They must have a sufficient level of 37 

 

 
 
 62



sales to service the heavy initial set up investmen

meet high costs of producing to the stringent Tech

Safety Standards necessary. Clearly, any market

t and also to 1 

nical and Food 2 

 rationalisation 3 

limits the number of potential buyers to approach, but four 4 

hree. equal groups would certainly be better than t

 A strong, vibrant diverse manufacturing base i

for the health of the UK food industry. New 

developing SMEs are the life blood

5 

 s essential 6 

start-ups and 7 

 of our industry and therefore 8 

major 9 need to be nurtured and carefully considered when 

structural changes are being contemplated.  

 In order to be succ

10 

 essful each new start-up must have a 11 

e determination point of real difference, enthusiasm, unshakeabl12 

lers a stream 13 and some good fortune. In return they offer retai

of innovative product concepts:  14 

• ts and higher 15 to meet the desire of customers for new produc

quality,  

• to maintain
16 

 the status of our retail market which is regarded 17 

rld. as amongst the best and most innovative in the wo

 Secondly, the creation of a fourth strong reta

with a different selling proposition will add sig

consumer choice.  

 To allow any of the three larger bidding g

18 

 il group 19 

nificantly to 20 

21 

 roups to enhance 22 

their respective market shares through the acquisition of 23 

e Morrisons bid Safeway would merely provide more of the same. Th

allows the rapid extension of a different retail 

the country. Their  retail philosophy is uncomplica

distinctive, and offers a proven selling propositio

wide range of customer

24 

style across 25 

ted, 26 

n which a 27 

s have found appealing.  28 

  eason for  Safeway It could be argued that a contributory r

being a current 

29 

bid target is that they have failed to find a 30 

clear retail identity for their customers despite several new 31 

formats and strategies. In the same period Morrisons have shown, 32 

through their corporate results and their very high Stock Market 33 

rating that they have found a successful formula which suits 34 

both consumers and investors. 35 

  I have expanded further on these points in a written 36 

submission. Thank you. 37 
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MR LOUVEAUX [Friends of The Earth]: Thank you, Mr Chairman, members 1 

, of the Panel.  I am standing in for Pete Riley who

unfortunately could not stay. I work in the leg

Friends of the Earth. As the Competition Com

aware 

2 

al department of 3 

mission is well 4 

of from its supermarket report of 2000, there is a problem 5 

within the supermarket sector, namely, one of a complex 6 

monopoly.  

 The supermarket report identified a number o

this o

7 

 f areas where 8 

perated against the public interest. It sought to make a 9 

number of recommendations and those recommendations were acted 10 

 Code of 11 upon by the Secretary of State in introducing the

Practice. 

 It is the Friends of the Earth position that 

Practice has made no difference whatsoever. There

of the Earth is extr

12 

 the Code of 13 

fore, Friends 14 

emely concerned that the proposal is now to 15 

increase the concentration of the major players within the 16 

the bids was to supermarket industry even further if any one of 

go through. Four companies would, between them, c

cent. of grocery shopping. 

 Now, the Code of Practice was referred to by

recommending that the Competition Commi

mergers. It declined t

17 

ontrol 75 per 18 

19 

  the OFT in 20 

ssion look into these 21 

o comment specifically on the Code of 22 

 Friends of Practice saying it was outside of its remit. It is

the Earth's position that it is very much within 

the Competition Commission to look at the effecti

Code or, as Friends of the Earth would put 

ineffectiveness of the Code'. 

 Friends of the Earth has recently conducte

of farmers. Of the 161 responses from farmers, o

farmers who responded were unaware that the 

23 

the remit of 24 

veness of the 25 

it 'the 26 

27 

 d its own survey 28 

ver half of the 29 

Code existed. The 30 

overwhelming view of all farmers is that the Code has made no 31 

difference at all. It is very much for the Competition 32 

Commission to satisfy itself as to whether the Code of Practice 33 

has made any change at all in the supermarket sector. The reason 34 

Friends of the Earth submits that it is very much within the 35 

Competition Commission's remit is that in order to asses the 36 

likely impact of a merged  Safeway with one of the other 37 
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supermarkets you have to consider whether the Cod

would have any effect on that merged entity.  It 

the Earth's position that it is unlikely to have a

all because if one looks at the factors that were i

the competition Commission in its 2000 report thos

still exist today and nothing in that respect has c

would invite the Competition Commission to satisfy 

as to whether 

e of Practice 1 

is Friends of 2 

ny impact at 3 

dentified by 4 

e factors 5 

hanged. But I 6 

its own mind 7 

indeed the Code of Practice has had an effect, and 8 

market entity 9 whether it would have an effect on any merged super

containing Safeway. 

 Lastly, just to raise why Friends of the Ear

concerned in the first place. It is concerned in t

because the increased buying power of what would t

major supermarkets does have an effect on suppl

have a knock-on effect on consumers as the Compe

aware, mainly in terms of reduced choice, but I ne

through the various points raised in the Supermarke

does have an impact on the environment, and it does

impact on local economies. All of this was containe

less in the Supermarket Report of 2000, so Frie

would very much encourage the Competition Commiss

the Code of Practice and 

10 

 th is 11 

he first place 12 

hen be four 13 

iers. This does 14 

tition was well 15 

ed not go 16 

t Report. It 17 

 have an 18 

d more or 19 

nds of the Earth 20 

ion to consider 21 

whether or not it would be effective or 22 

 to conclude not, and we would invite the Competition Commission

and have a look at certainly our research that 

had no effect whatsoever, and that there is still 

monopoly and that allowing any of these mergers t

would only make the matter worse. 

 Thank you very much. 

HE CHAIRMAN:  Thank you. It may help if I just r

23 

shows that it has 24 

a complex 25 

o go through 26 

27 

 28 

T espond  in terms of 29 

our approach to the Code. Clearly, if any of the individual 30 

mergers raised concerns about relationships with suppliers, but 31 

those were concerns that should be dissipated by the existence 32 

of the Code, presuming it is working effectively, and then at 33 

that point whether the Code is working effectively would become 34 

relevant to this inquiry, but it is only, I think, if it is in 35 

the context of a proposed bid that we would look at that. 36 

  The second point is just to say, as I think many of you 37 
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may know, the Office of Fair Trading is currentl

effectiveness or otherwise of the Cod

y looking at the 1 

e, so that certainly is 2 

being examined by the competition authorities.  

 A third point I should just stress is that t

relationships between the supermarkets who are 

Code, and their immediate suppliers. The investi

Commission in 2000 was not able to look at the whol

chain - that was not part of its remit, and theref

possible, of course, that there are peopl

in parti

3 

 he Code covers 4 

covered by the 5 

gation by this 6 

e supply 7 

ore, it is 8 

e in the supply chain - 9 

cular maybe farmers - if they do not deal directly with 10 

refore not supermarkets whose immediate relationships are the

covered by it.  But all of that we will certain

considering. 

the sales' performances of existing stores, becaus

probably the best indicator we have for how the co

Secondly, will you also be con

11 

ly be 12 

13 

MR LOUVEAUX: In your considerations will you be taking into account 14 

e that is 15 

nsumer thinks. 16 

sidering the ability of each of 17 

ration the retailers to successfully implement their integ

strategy and thereby release the synergies to th

the lower prices that all of them are promising.

do we have that they will be delivered? 

18 

e consumers and 19 

 What assurance 20 

21 

s that we would THE CHAIRMAN:  I think all I can say at this moment i

certainly consider any submissions that relat

points, but I would not be able to express a view

that would influ

22 

ed to those two 23 

 on whether 24 

ence our final findings at this stage. It is 25 

simply not something that we would have as yet considered. 26 

M t is like to R EVANS [CONSUMERS’ ASSOCIATION]:  I now know what i

be a motivational speaker! I do apologise for bei

late this morning, but no invitation from the Com

Commission can make my daughter dress any more qu

27 

ng a little 28 

petition 29 

ickly in the 30 

morning! [Laughter]   31 

  What I am going to focus on now is essentially the issue 32 

that I raised first thing this morning. The first point I would 33 

like to make, which I think has been emphasised a number of 34 

times already is that this is, in a sense, "it" for many years 35 

to come. What happens in this merger will decide the shape of 36 

this sector for, I would assume probably a decade in terms of 37 
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the ability of anyone else to get into the market a

significant organic growth, given the existing s

nd make a 1 

hape. So we have 2 

to get it right and it is an enormously difficult job to do. 3 

 m any of the   I think all of us who have worked on this fro4 

parties, or any of the advisers, or any of the poor members of 5 

rger to work on. the panel, there is a phenomenally  difficult me

 What I would like to focus on really is what d

for consumers? What does competition mean fo

6 

 oes it mean 7 

r consumers on a 8 

e two interact. national basis and on a local basis and how do th

I will end with a question to the bidders on that b

 Our view is very much that it is a combinatio

factors, the first of which is just simply the sto

can visit - how many can you get to in a given ti

know everyone is mentioning the dreaded word "Iso

do not have a favourite Isochrone system - 

have their own favourite isochrone, it is definit

aficionados that one. But it is definitely t

have as a consumer of the number of fascia that ar

But I think also importantly the effectiveness 

competition. I think that was 

9 

asis. 10 

 n of two 11 

res that you 12 

me frame, and I 13 

chrones" and I 14 

I know everyone does 15 

ely for the 16 

he choice that you 17 

e out there. 18 

of that 19 

something brought out in the OFT 20 

work, again for the aficionados, the numbers equivalent 21 

ctive is the Herfindahl index. But it is very much "how effe

competition out there? It is not just that 

places to go, but that you have effective compet

effectually gives you a decent choice.  

 So for us t

22 

you have a number of 23 

ition which 24 

25 

 he question, in looking at the mergers is do we 26 

want to aim for the least negative of all of the bits  - or 27 

s, or do we those bits that have the least negative implication

want to go for the most positive. In a sense it

difference between the lowest common denominator 

28 

 is the 29 

in terms of 30 

investments or the highest common factor in terms of positive 31 

benefits to consumers. 32 

  That brings us back almost again to a numbers  issue - in 33 

many ways this all boils down to numbers. If we have got four 34 

can we keep four? And, generally, four is better than three, and 35 

I think in most competition analysis and most markets it is 36 

better to have more than fewer as a base line. That is not to 37 
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say that having three alone is wholly negative an

work the Competition Commission did under the com

inquiry showed that actually three can work quite e

and the nature of those three can have a signific

the strength of that competition, but logically it

likely that having four is going to be better fo

d I think the 1 

plex monopoly 2 

ffectively 3 

ant impact upon 4 

 is more 5 

r consumers in 6 

terms of both aspects of the choice both in terms of the number 7 

petition. of stores to visit and the effectiveness of the com

 So on balance we feel that the best local 

combine that effectiveness and the numerous local 

choice is what is the likelihood amongst the bidd

choice will emerge, or that choice will stay in th

having that effectiveness and that wide choi

8 

 competition does 9 

fascia and the 10 

ers that that 11 

e sense of 12 

ce with three large 13 

is relatively small, where the chance of having that with four 14 

a very simple large is significantly better. In many ways it is 

argument. It may be an enormously complex and anal

process, but it is a relatively simple argument. 

 I have a question to the bidders about the nat

pricing policy - it is hopefully not a trading

- but on what basis are national prices set. This

trying to raise earlier this morning.  If national

set on the basis of a cost-plus argument, in the 

have a margin on top, how comfortable is that ma

the basis of that comfort? Is the basis of the co

degree of competition you face in local markets a

of multi-market contacts you have with other reta

is the case - it may well not be the case - bu

15 

ytical 16 

17 

 ional 18 

 secrets question 19 

 is what I was 20 

 prices are 21 

sense that you 22 

rgin and what is 23 

mfort the 24 

nd the number 25 

ilers. If that 26 

t if that is the 27 

 this merger mean for the ferocity of competition case what does28 

and therefore that will be faced in multi-market situations, 

what impact will that have on the comfort factor i

29 

n the margin 30 

above cost that sets the national pricing policy.  Therefore, 31 

will national pricing policies become lax as a result of this, 32 

or will they become tighter, and will those margins become 33 

tighter? 34 

  Thank you. 35 

MR DONALDSON: I am Harry Donaldson, I am from the GMB National 36 

Trade Union.  We are here obviously with vested interests and I 37 
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am obviously going to make that point clear at th

have members wit

e start. We 1 

hin both Asda and Safeway within the regional 2 

distribution sector.  

 In terms of listening to the debate and pres

morning, it was maybe slightly difficult there in 

of my colleagues, and maybe slightly inapprop

terms of the context in what you were saying tha

driving the competitive performance in the competit

growing market share, and the comment w

3 

 entations this 4 

terms of one 5 

riate language in 6 

t Asda has been 7 

ion by 8 

as used that that was 9 

"used and abused". I do not think I actually heard that from any 10 

ajor players, of the presentations this morning in terms of the m

so maybe that was slightly inappropriate language

 My comment really is based on the concern tha

has talked about people being key elements in this

and being a trade unionist you would expect that I 

from that perspective. I would like to suggest tha

the Commission considering all the bids, we also 

fact that the major players should be requested as

process to put some form of local plan in context w

terms of the basis of the divestments, and the pote

for people involved in communities, in terms of the

and social stability. So I think from our perspec

coming

11 

. 12 

 t everyone 13 

 whole process 14 

would come 15 

t in terms of 16 

consider the 17 

 part of that 18 

ithin that in 19 

ntial impact 20 

ir economic 21 

tive it is not 22 

 out and saying any preferred bidder, it is the issue 23 

ways take into about at the end of the day the Commission will al

consideration everything that is there, but the k

to be about people, employment, choice and commun

has already been touched on. We would hope that th

something that the Commission would seriously con

the bids. 

R CLARKE:  I am Jack Clarke. I work in the research 

24 

ey factors have 25 

ities, and that 26 

at would be 27 

sider in all 28 

29 

M department in 30 

the Transport & General Workers Union. I would like to make a 31 

couple of points highlighting where the T&G stand on this. We 32 

are the largest food Union in the UK, and obviously our members 33 

work throughout the food chain and have a considerable interest 34 

in the outcome of any acquisition of Safeway. The T&G seeks to 35 

take account of the best interests of all its members, and 36 

recognises that the offer made by Morrisons does provide a good 37 
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geographical fit. 

 However, we feel that the final outcome ma

at a higher price range. Our members within the agr

industry are particularly anxious about consolida

sector. We would prefer to see a situation where 

given the go ahead to grow its business by a tota

of the Safeway bus

1 

 y be determined 2 

icultural 3 

tion within the 4 

Sainsbury was 5 

l acquisition 6 

iness. In our view this would bring it to a 7 

size no larger than the existing largest company in the retail 8 

food supermarket sector. 

 Our reasons for favouring Sainsbury's incl

recognise the need for a healthy domestic agricultu

they place great e

9 

 ude they 10 

ral industry, 11 

mphasis on buying British products. We are 12 

ped with the impressed with the partnerships they have develo

domestic, dairy, and poultry industries, and we s

their focus on quality.  

13 

trongly support 14 

15 

   United In respect of Wal-Mart, our colleagues in the

States, the United Food & Commercial Workers

many concerns, where they have a reputation for b

16 

' Union have had 17 

eing strongly 18 

on in their activities. anti-Trade Uni19 

ing will shape   Finally, the decision the Competition is tak

the food retail industry for many years to come, an

sincerely hope that  you bear in mind the represe

we ha

20 

d we 21 

ntations that 22 

ve made. 23 

  Thank you. 

R THOMAS: My name is Ian Thomas, I am a shareholder

We have focused a lot on what has happened i

 Safeway - who it might be, what might happen. I wo

urge the Panel to look at what happens if nobody ta

company? 

24 

M  in  Safeway. 25 

f someone takes over 26 

uld like to 27 

kes over the 28 

29 

   a T&S Most of the statistical references are from30 

presentation to the "Grocer" conference held in February this 31 

year. The strategy that Safeway has is a high/low price 32 

strategy. Most of the items you will find in a Safeway store are 33 

a higher price than, say, Asda or Sainsbury's. Their strategy is 34 

to bring the customers in with a unique low priced offering on a 35 

very low line of goods.  36 

  From what T&S were presenting they are saying a typical 37 
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customer at  Safeway comes in just to buy those goo

specifically. The one they mentioned as an example

buying as

ds 1 

 was customers 2 

 much as a kilogramme of coffee at one time because it 3 

was on offer. 

 I know a little bit about competition theor

that there is a significant lessening of competit

the two theories that people look at are rogue pri

effect that they have, and I think probably Safeway

category. There is also the doctrine of failing 

allow a merger which might otherwise be anti-comp

there is a danger that the firm in q

4 

 y and I know 5 

ion - I know 6 

ces and the 7 

 is in that 8 

firm, where you 9 

etitive because 10 

uestion might go bankrupt, 11 

and I would not suggest for a minute that Safeway is in that 12 

 Association 13 category, but as the gentleman from the Consumers'

mentioned, "this is it for the next 10 years". 

 What I would urge

14 

  the Panel to think about is what happens 15 

in 10 years' time? Will we all be here again, looking at a 16 

y given that its takeover of Safeway, but a very lessened Safewa

strategy seems to be, on the basis of the finances 

as successful as, say, Tesco. 

 One final point, and I think Sir Peter Davis 

during his presentation, when he left Sainsbury's T

Sainsbury's were a similar size. Now obviously Tes

17 

anyway, not 18 

19 

 mentioned it 20 

esco and 21 

co is 22 

substantially greater on a number of measures. Clearly Tesco are 23 

o buys Safeway doing something right, and I am not advocating wh

at all - I have no particular view on that. But cl

is doing something right, and someone isn't. All I

that you give proper consideration to no actio

24 

early someone 25 

 would urge is 26 

n being taken and 27 

the effects there. 

 As I said, the other thing, I guess everyone

customer of one of these stores at least at one t

28 

  here is a 29 

ime in their 30 

lives. I live a good easy 10 minute drive from a  Safeway and I 31 

would not pretend that I do the shopping in my household but as 32 

a family we would not dream of going there, it is just the 33 

offering, it is the perception of the store. 34 

  To sum-up, as I said, I have no axe to grind, I am a 35 

shareholder in the company - it would be nice to see it go for 36 

the highest price possible [Laughter] but, as I said, I would 37 
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urge you to think about the effect of doing nothing

in your case blocking all the bids. Will we be 

 or, rather, 1 

here in 10 years' 2 

or maybe even bemoaning the death of Safeway? 3 

 

time looking, 

 Thank you. 

HE CHAIRMAN:  I think in view of the time I would lik

four bidde

4 

T e to give the 5 

rs an opportunity to respond to the extent that they 6 

ny of the points 7 wish to. Sir Terry, do you wish to comment on a

raised at all? 

IR TERRY LEAHY: Just very briefly on some of the is

price that were raised. I think in terms of hear

contributions, you hear the accusation that superma

were not low enough from one contributor, and the a

that they were too low from another contributor, an

this is a very familiar pattern. It is extremel

Commission will have at its disposal a whole body 

that a

8 

S sues around 9 

ing the 10 

rket prices 11 

ccusation 12 

d I think 13 

y difficult.  The 14 

of information 15 

llows it to look, as it did in 2000, about the movement of 16 

prices of the goods that we sell over time, and decide whether 17 

mpetitive in fact prices are coming down as a result of a co

market, and whether in fact cost savings are bein

consumers. 

 On the Consumers' Association point about

price is set, in our case we do have a national p

18 

g passed on to 19 

20 

  how our national 21 

ricing policy, 22 

ive of the the price is the same in all Tesco stores irrespect

competition. The objective is to reduce prices.  In

is an never ending journey, it is played out

extended period of time. But competition is not abo

alone and that is something that has come out toda

23 

 a sense it 24 

 over a very 25 

ut price 26 

y, I think.  27 

  t in the Our pricing policies nationally are always se

context of an overall offer to consumers or 

You are actually concentrating on maximising the

28 

groups of consumers. 29 

 value for money 30 

mix as was used by the 2000 inquiry, rather than any one 31 

dimension, and the objective of that actually is to win customer 32 

loyalty over time. I hope that is helpful, that is the approach 33 

we take in setting national prices. 34 

   Finally, on farming, I think all of the supermarkets, and 35 

this was picked up by the gentleman from the Fair Trade 36 

Association, do recognise the enormous difficulties that the 37 
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farming industry has gone through in the last se

think farmers in the UK had their record 

terms as recently as 1995 and, of course, all of th

supermarkets represented here today were their ma

1995. But what has changed in that time, of cou

their income (which comes in Euros) has been redu

They have had the tragedies of foot & mouth and BSE

with, wh

veral years. I 1 

ever income in real 2 

e 3 

in customers in 4 

rse, is much of 5 

ced in value. 6 

 to deal 7 

ere many of their export markets were closed, and also 8 

nt that imports 9 additionally the appreciation of sterling has mea

are cheaper. 

 What I would say is that in my experience 

supermarkets, not just one or two, have done what 

10 

 all of the 11 

they can in 12 

r Foot & difficult circumstances, whether it is during BSE o

Mouth, to react responsibly.  It is in our interest

sure that there is a healthy innovativ

13 

s to make 14 

e, energetic supply base, 15 

providing a good choice, but overall safe food to consumers. 16 

S  I am not going to IR PETER DAVIS:  You will be pleased to hear that

repeat any of the points I have made already, I am

deal with a couple of the questions that arose.  

 On Con

17 

 just going to 18 

19 

 sumers' Association and pricing we would be very 20 

happy to sit down and go through again with CA our pricing 21 

o charge policy. We have a national pricing policy. We als

slightly higher prices in our convenience

cost of operating, but we clearly demonstrate th

name difference. 

 It is a balance, it is not about cost-plus - 

about cost-plus - it is about balancing a c

22 

 stores because of the 23 

at with a brand 24 

25 

 clearly not 26 

ompetitive pricing 27 

 investment offer to the customer and in our case significant

because of our need to catch up on investment in

infrastructure supply chain and at the same time 

28 

 our 29 

balance the 30 

demands of shareholders in the City. It is a balance between all 31 

of those things, and we would be happy to go through that again 32 

and supply information to the Commission if they wish. 33 

  I thought the banana question was a very good one. I think 34 

it is worthy of further study because I think it demonstrates 35 

one of the questions that has been asked today. The issue on 36 

bananas has arisen because of the fantastic buying power that 37 
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Wal-Mart have and doing what I believe to be a s

a central American country, have been able to dri

consumer price - in the interests of consumers, l

ingle deal with 1 

ve down the 2 

ower price - 3 

but the net effect on other countries that produce bananas has 4 

been significantly detrimental.  

 I do think that, not at the last minu

but I 

5 

 te at this meeting, 6 

do think it is worthy of some investigation. Low prices 7 

but at what cost is an issue which I think needs to be 8 

addressed. 

  I thought the question concerning pigs was a 

one too. In Sainsbury's we still sell 97 per cent.

as "British Fresh Pork". Bacon, I am afraid, has sl

those sort of percentages some years ago and

dilemma that all of us have in the retail trade. Th

a shortage of herds of pigs in this country for v

There has been less UK supply of product. There ha

plentiful supply from Danish and Dutch pig farmers

considerably cheaper prices. Do we say to our con

only have British product available at higher pri

course not, we say to them "There is a 

9 

 very good 10 

 of fresh pork 11 

ipped from 12 

 it demonstrates the 13 

ere has been 14 

arious reasons. 15 

s been 16 

 at 17 

sumers "You may 18 

ces"? No, of 19 

choice". We have British 20 

product in every variety and an alternative imported product at 21 

cost prices what is often a lower price reflecting those lower 

to us, and then the customer makes the choice. 

what other role the retailer has in that, bu

happy to discuss that in more detail at any time.

 Finally, the point about labelling that wa

good one - in the Curry Commission we recommended t

addressed. I do not believe that any of the four 

do it, namely, to bring in imported product and c

British produced because it has been either 

22 

 I do not see 23 

t I would be very 24 

 25 

 s raised is a 26 

hat should be 27 

companies here 28 

laim it is 29 

processed or 30 

packaged in this country. It does happen in some parts of the 31 

trade - I do not think it applies to any company here. It is 32 

something that we ought to give more information to the consumer 33 

about where the base product was manufactured or grown, and then 34 

where it was processed. It is perfectly possible to do it, and 35 

many of us already do it, and I think it is probably something 36 

which is outside the remit of this Commission, but it is 37 
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something which I know that DEFRA and the Food Standards' Agency 1 

are looking at and I think it is a very good point. 2 

 r is a very  The last point that was made by the questione

good point. I am not sure if it is possible to pu

in their box after this extended process and I th

to look at - at the Competition Commission and othe

whether there is an alternative and viable future

alone, or whether the combination of a couple of bi

3 

t Safeway back 4 

ink we do have 5 

r places - 6 

 for Safeway 7 

dders in some 8 

led manner in way or some break up of the business in a control

the interest of local competition would, in some 

but that may be outside the brief of the Competiti

HE CHAIRMAN:  Thank you. I should just say that we hav

submissions relating to the supply of bananas, 

at the time of the last Commission report we 

somewhat curious issue of product that was sourced 

but was nonethel

9 

way, be better, 10 

on Commission. 11 

T e had some 12 

and also to say 13 

did look into this 14 

from overseas 15 

ess described as British because processing 16 

vernment was occurred here. My understanding was that the Go

looking at that, but we will have to see whether 

continued. I doubt, as you say, that it would relat

this merger proposal. 

17 

that has 18 

e directly to 19 

20 

SIR KEN MORRISON:  I would like first of all to declare a slight 21 

interest.  I am a very small and extremely unsuccessful farmer 22 

e farming in my spare time, so I do have a sympathy with th

community.  My in-laws are also good farmers

else in the dairy industry and they are not doing t

the moment.  It is a sustainable business. 

 One thing that is always overlooked in Britai

clima

23 

, producing pigs and 24 

oo badly at 25 

26 

 n is the 27 

tic disadvantage that we have.  If you talk to one of the 28 

old-fashioned rural farmers, not an industrial farmer, he will 29 

itain tell you that the only crop that you can grow in Br30 

competitively is grass!  (Laughter)  We are not able to grow oil 31 

seed economically, we cannot really grow corn competitively, so 32 

the future of the farming industry is not entirely in the hands 33 

of the supermarket business.  It is a much wider ranging 34 

problem. 35 

  The question of setting prices is a fairly simple exercise 36 

really because, as retailers, we are purely an agent between the 37 
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producer, the grower, the supplier and our customer

two ways of getting to the pricing situation.  We 

living if we wish to stay in business and there

getting there.  You can do it in sympathy with on

recognising the problems, or you can do it i

policy is always to try and achieve the firs

moments, we have to admit that, when people app

unreasonable, but most of these things are resolv

amicably and the question of setti

s.  There are 1 

have to earn a 2 

 are two ways of 3 

e another, 4 

n conflict.  Our 5 

t.  We do have our 6 

ear to be 7 

ed very 8 

ng margins is really what 9 

value can we offer to the consumer, because that is our prime 10 

le in life.  We don't really have any other purposes.  It is a ro11 

ike that. very simple business when viewed l12 

 for the 13   I think that concludes my remarks.  Thank you

time. 

HE CHAIRMAN:  Thank y

14 

T ou.  Finally, Mr DeNunzio. 15 

MR DENUNZIO:  Perhaps I could just pick up some of the points that 16 

ve previously were raised without repeating the points which ha

been covered;  there were one or two direct commen

about Asda and Wal-Mart. 

 First of all, we have a recognition agreemen

GMB;  we do not have a recognition agreement with

UK's best place to work:  we could not have ac

treated our colleagues badly.  We have won that awa

have

17 

ts, I think, 18 

19 

 t with the 20 

 USDAW.  The 21 

hieved that if we 22 

rd and we 23 

 been in the top ten in the Sunday Times for the last three 24 

years.  In the latest survey we came seventh.  We were top for 25 

h was done by the flexibility and in a more recent survey, whic

Financial Times, we remain one of the top 

Europe and the top employer in the UK.  You do no

by treating your workers or your colleagues badly.

simple. 

26 

ten employers in 27 

t achieve that 28 

  That is very 29 

30 

  Moving on to one of the other points that was raised 31 

regarding farming, I think all of us collectively try and 32 

support the farming community.  As I mentioned in our 33 

submission, over 90 per cent of the fresh meat that we sell we 34 

buy in the UK, and often we buy it in the UK when the price is 35 

higher in the UK than it is abroad to support British farmers.  36 

We are particularly concerned about improved labelling, as Sir 37 
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Peter mentioned, and we recently have re-launched

programmes to make sure that the customer can see 

that the product

 our labelling 1 

very clearly 2 

 is produced in the UK and is British.  So they 3 

can make that choice. 

 We are members of the ethical trading ini

clearly support that move.  It is very important 

our stores sell Fairtrade bananas.  In our switch

suppliers, yes, we did reduce the price to the con

cost saving that we achieved directly benefited th

The supplier is currently Del Monte.  They hav

terms to their g

4 

 tiative and we 5 

to us.  Many of 6 

 of banana 7 

sumer so the 8 

e consumer.  9 

e not reduced the 10 

rowers and they have not reduced the wages to 11 

their employees.  It is the customer that has benefited and the 12 

ed by a 13 growers and the employees have not been disadvantag

switch in supply base. 

 On the code of practice, as I mentioned, we ar

the code of practice to be reviewed.  Our busi

actually the sp

14 

 e happy for 15 

ness model EDLP is 16 

irit of the code of practice.  We have one net 17 

g back asking price, not lots of re-negotiations, don't keep goin

for money, agree the price, share information

the system and then drive prices down to customers

support

18 

, take costs out of 19 

.  So we 20 

 that review. 21 

  hich was made by the Competition The final point w22 

on:  whoever wins Safeway, prices will come down and the Commissi23 

consumer will win, and that has to be good news, whatever 24 

r at the end 25 happens.  So I think the consumer will be the winne

of the day. 

 Thank you for listening. 

HE CHAIRMAN:  Thank you very much.  I think it just r

to co

26 

 27 

T emains for me 28 

nclude. 29 

  ryone who has Let me first say thank you very much to eve30 

contributed.  It has been a very interesting morning and we have 31 

clearly had a very wide range of views expressed and a very wide 32 

range of issues have been raised.  I hope that will be helpful 33 

in terms of the further stages in the investigation that we will 34 

be holding with the main supermarkets and with other interested 35 

parties. 36 

  Perhaps I will just say a little bit more about where we 37 
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go from here.  Most immediately, the Commission me

available for a press briefing in about five mi

are moving towards preparing, as we regularly do,

statement summarising what appear on the basis o

submissions to be the key issues in these bids, an

course has been very helpful in forming our views 

That will be published fairly shortly.  We will b

series of 

mbers will be 1 

nutes' time.  We 2 

 an issues 3 

f the initial 4 

d today of 5 

for that.  6 

e conducting a 7 

private hearings, both with the main bidders and with 8 

t or points to 9 any other interested party who has a major poin

raise with us. 

 If we reach the point where we think that r

be necessary - and, of course, we are nowhere 

finding on that point yet - then we would again

10 

 emedies might 11 

near reaching 12 

 publish a 13 

statement about possible remedies - there has been discussion 14 

any such today about store divestments and so on - so that 

proposals or discussion would go into the public d

allow people to comment again. 

 As I mentioned at the beginning, we are aimin

15 

omain and 16 

17 

 g to complete 18 

this report by the deadline given to us, which was 12th August. 19 

al number of  You will have seen that there are a very substanti

issues and, even taking just one, namely local com

there is a huge amount of detail involved, s

quite difficult.   

 I was going to say by way of light relief - I 

I should say that - you will have heard of the fa

that are drawn round 2,000 or 3,000 stores i

it now is possible, because of advances in d

20 

petition, 21 

o it is going to be 22 

23 

 am not sure 24 

mous isochrones 25 

n the UK.  We think 26 

atabases and 27 

technology, actually to draw isochrones round every individual 28 

illion of household in the United Kingdom, approximately 25 m

them, and carry out o

29 

ur local Competition Commission analysis on 30 

that basis.  So, just as you have understood your textbook on 31 

store isochrones, you have to move on to what are called 32 

consumer-centric isochrones.  Please pass the aspirins!  33 

(Laughter) 34 

  We will attempt to deliver all that by the deadline.  I 35 

hope we can.  May I end by reiterating my thanks to all of those 36 

who contributed.  Thank you. 37 
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