Grocery Code of Practice Consultation

Competition & Consumer Policy section

Department of Enterprise, Trade & Employment

Earlsfort Centre

Lower hatch Street

Dublin 2

28th September 09

Dear Sir

Submission on behalf of Letterkenny Chamber of Commerce

Letterkenny Chamber counts in its membership a number of grocery retailers who have taken an interest in this consultation paper.  The general view taken by the Chamber is that there is a need for a code of practice but that it should be introduced on a statutory basis as this is the only way to ensure it is adhered to.  .  While small businesses do not need any further red tape for their businesses voluntary codes of practice require buy in from all parties and can easily slip if not enforceable by law.

Having read the consultation paper members still have one major area of concern around loyalty payment arrangements between franchised retailers and wholesalers.  It would seem that these payments can be very lucrative for the retailer however even these retailers have concerns about where this money actually comes from.  It is assumed that wholesalers have made savings lower down in the supply chain in order to maintain these payments and in doing so still leave the retailer with responsibility to give lower prices to the consumer.  It would seem more prudent for wholesalers to reduce their prices so that retailers can pass on these permanent savings to consumers.  

Letterkenny is a border town and the grocery industry in this area has suffered more than most because of the strength of the euro and cheaper prices being offered just a few miles away in a separate jurisdiction. These goods are in many cases being supplied by the same wholesale group at much lower prices yet to keep loyalty payments the southern retailer cannot purchase at sterling prices. 

The market at present is extremely price sensitive and retailers want to pass on lower prices to consumers however the big wholesale groups are clearly making profit and are not passing on their savings to retailers.  The large wholesale groups are not cutting their margins while the independent retailer has to cut margins and prices to remain in business.  There are therefore still many questions remaining over the whole grocery supply chain and its effect on prices offered to the consumer.

The question we are left with is to ask the Department to explain the loyalty arrangements between franchised retailers and wholesalers. This is at present not a legal arrangement nor it transparent leaving the market open to abuse. 

It is also unclear to us as to whether the adoption of a code of practice would in fact benefit the customer in terms of lower prices which as a chamber based on the border is of the utmost importance.  We are aware that many retailers are driving prices down but have to push the wholesalers continually to work with them on pricing.  It seems that the grocery industry is not balanced and that the main wholesale groups occupy the seat of power. 

On the question of an ombudsman’s office it would seem that this would be a costly exercise and would have no power unless the code was introduced on a statutory basis.  In addition the report from the Competition Authority published earlier in the year tells us that consumers in Ireland have been paying too much and that prices should be lowered however wholesalers are still wielding power over the retailers and it is the retailers and towns like Letterkenny who are in the direct firing line from angered consumers.

While we welcome any debate about competition and the grocery industry we are not convinced that this code of conduct will bring the benefits that consumers are demanding and a town like Letterkenny needs to prevent leakage to Northern Ireland.

Yours sincerely

Toni Forrester

Chief Executive Officer

