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Appendix B:

Public submissions
NAME NUMBER
Abraham, C 145
Abrahams, Alan 127
AgForce Grains 111
ALDI Stores 81
ALDI Stores 241
Allan, Sue 64
Anonymous 209
Anonymous no. 2 216
Ansell, Renfrey 171
Aparekka, Dananjaya 211
Apple and Pear Australia Limited 80
Armstead, John 42
Arnott’s Biscuits Holdings Pty Ltd 53
Australian Beef Association 44
Australian Beef Association no. 2 146
Australian Beef Association no. 3 221
Australian Bureau of Statistics 245
Australian Chamber of Fruit and Vegetable Industries 135
Australian Egg Corporation Ltd 113
Australian Food and Grocery Council 73
Australian Honey Bee Industry Council 59
Australian Labor Party Harris Park Branch 206
Australian Manufacturing Workers Union 123
Australian National Retailers Association 91
Australian Pork Limited 75
Australian Pork Limited no. 2 147
Australian Self Medication Industry 77
Australian United Retailers Limited (FoodWorks) 90
AUSVEG 61
Baker, Ian 95
Balaam, Kevin 17
Barlin, Brian 1
Basso, Pauline 250
Bishop, James 20
Blums, Aivars 27
Blunt family 220
Blunt, Chris 215
Bramley, Elaine 115
Brenton 238
Brimblecombe, Julie and O’Dea, Kevin 154
Brismark 68
Brohier, Peter 219
Bundaberg Fruit and Vegetable Growers 88
Bunn, Peter 58
Bunn, Peter no. 2 194
Bunn, Peter no. 3 218
Bureau of Infrastructure, Transport and Regional Economics 188
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Burns, Cate, Sacks, Gary, Swinburn, Boyd 72
Byard, David 191
Byrne, Pat National Civic Council 119
Chamber of Commerce and Industry of Western Australia (Inc.) 65
Chamber of Fruit and Vegetable Industries in WA Inc. 97
CHOICE 143
Close, Georgina 105
Coffey, Mary 189
Coles Group Limited 157
Coles Group Limited no. 2 225
Commercial Egg Producers Association of WA 98
Consumer Action 124
Consumers SA 100
Coorong Angus Beef 207
Cortez, Daniel 22
Dagg, Laurie 109
Davey, Gareth 201
Department of Agriculture and Food (WA) 208
Department of Health and Ageing 226
Department of Planning 243
Dieticians Association of Australia 84
Doohan, Bill 11
Dunn, Grahame 200
Eade, Kevin 204
Economic Development Australia 212.
Edwards, William 229
Edwards, William no. 2 235
Edwards, William no. 3 242
Ellis, Wayne 198
Farr, Graham 33
Fenwick, Mike 45
Financial Counsellors Association of Queensland 60
Finger, David 192
Florence, Thomas 132
Fonterra Brands (Australia ) Pty Ltd 85
Fourer, Belinda 28
Fowler, Malcolm 110
Franklins Pty Ltd 104
Franklins Pty Ltd no. 2 148
Franks, Lynda 36
Fruit Growers Victoria 71
Gallo, John 182
Gapes, Christine 25
George Western Foods 138
Giglio, Antonino 193
Gilet, Maggie 16
GrapeConnect 107
Gray, Leigh 231
Greatorex, Ken 114
Grow SA 112
Growcom 69
Hage, Katie 43
Hall, Noel 185
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Harris Farm Markets Pty Ltd 227
Hedges, A 128
Hewson, Richard 160
Higham, Clarrie 139
Hooper, Peter 46
Horticulture Australia Council 63
Horticulture Australia Ltd 92
Horticulture Australia Ltd no. 2 167
Horticulture Code of Conduct Committee 32
Insight Partners 122
Jeray, Ivan 29
Jones, Andrea 24
Katter, Bob, MP 180
Kaub, Jon and Gillian 164
Kfoury, Andrew 19
Kiama Shellharbour Albion Park Milk Suppliers Group 86
Kiama Shellharbour Albion Park Milk Suppliers Group no. 2 244
Kingston, Bernie 12
Knowles, Ronald 173
Koundouris Group 35
Laidlaw, Jan 54
Lewis, Graham 183
Lyn 118
Machanick, Phillip 163
Mahony, Stephen and Donna 39
Mareeba District Fruit and Vegetable Growers Association 174
Mareeba District Fruit and Vegetable Growers Association no. 2 175
Margetts, Dee 5
Margetts, Dee no. 2 48
Margetts, Dee no. 3 103
Martin, Roberta 131
Mason, F 151
Master Grocers of Australia 96
Metcash Limited 74
Metcash Limited no. 2 181
Metcash Limited no. 3 217
Meyer, Carolyn 153
Miller, Iain 6
Mills, Russell 210
Mitchell, Tim 205
Mole, Andrew 169
Motor Trades Association  of Australia 79
Mrs Mac’s 152
Mynott, Bruce 31
National Association of Retail Grocers of Australia 14
National Association of Retail Grocers of Australia no. 2 129
National Association of Retail Grocers of Australia no. 3 159
National Association of Retail Grocers of Australia no. 4 197
National Council of Women of Australia 41
National Farmers Federation 137
National Foods 133
National Heart Foundation of Australia 179
National Transport Commission 78
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NATSINSAP 158
Newgate, Phil 223
Northern Territory Horticultural Association 66
NOVO Foods Limited 166
NSW Chamber of Fruit and Vegetable Industries 99
NSW Farmers Association 155
NSW Government Department of Planning 248
NT Department of Health and Community Services 34
Oppewal, Harmen 30
Pagan, Marshall 149
Pike, Roslyn 47
Pilkington, Mark 162
Pollock, David 18
Powers, Howard 4
Prociv, Patricia 172
Produce and Grocery Industry Code Administration Committee 50
Public Transport Users Association 76
Queensland Citrus Growers 49
Queensland Citrus Growers 165
Queensland Consumers Association 38
Queensland Consumers Association no. 2 142
Queensland Consumers Association no. 3 196
Queensland Consumers Association no. 4 224
Queensland Consumers Association no. 5 239
Queensland Council of Social Service 144
Queensland Farmers Federation 93
Queensland Health 56
Queensland Retail Traders and Shopkeepers Association 55
Rees, Michael 177
Removed for confidentiality reasons 117
Removed for confidentiality reasons 120
Rodda, Bronte and Matty 23
Scott, Colin 121
Scott, Jim 51
Selby, Clyde 13
Shopping Centre Council of Australia 203
Shopping Centre Council of Australia no. 3 247
Shopping Centre Council of Australia no. 2 228
Slatter, Noreen 40
Smith, Yvonne 67
South Australia Farmers Federation 156
Southern Sydney Retailers Association 3
Southern Sydney Retailers Association no. 2 10
Southern Sydney Retailers Association no. 3 108
Southern Sydney Retailers Association no. 4 136
Southern Sydney Retailers Association no. 5 141
Southern Sydney Retailers Association no. 6 150
Southern Sydney Retailers Association no. 7 161
Southern Sydney Retailers Association no. 8 170
Southern Sydney Retailers Association no. 9 186
Southern Sydney Retailers Association no. 10 202
Southern Sydney Retailers Association no. 11 230
SPAR Australia Limited 195
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Stanton, Kerry 130
Sydney Food Fairness Alliance 52
The Cancer Council NSW 9
The Cancer Council NSW no. 2 57
Tiering, Brian 140
TP 37
Transport Workers Union 234
Trezise, Jenny 26
Tully, S 184
Turnball, D 116
Turner, John 199
Urban Taskforce Australia 62
Urban Taskforce Australia no. 2 213
Urban Taskforce Australia no. 3 222
Urban Taskforce Australia no. 4 240
Urban Taskforce Australia no. 5 249
Van der Merwe, Schagne 8
Vegetables WA 125
Victorian Eco Innovation Lab 190
Victorian Farmers Federation 126
Victorian Farmers Federation (Chicken Meat Group) 70
Victorian Health Promotion Foundation (VicHealth) 83
Voltz, Lynda 178
WA Independent Grocers Association 89
Wain, John 2
Wallace, Craig 176
Walters, Kim 102
Watts, Gerry 7
Western Australia Farmers Federation 106
Western Australia Fruit Growers Association 94
Western Australian Red Meat Industry 82
Westfield Limited 236
Weston, Jean 21
Whiddon, Barbara 168
Whitfort, Chris 214
Williams, Berit 101
Williams, Norman 187
Woolworths Limited 134
Woolworths Limited—creeping acquisitions 232
Woolworths Limited—market definition and market concentration 233
Woolworths Limited—real property 237
Woolworths Limited—tacit coordination 246
Yeoman, Aaron 15
Zappia, Tony, MP Federal Member for Makin 87
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Appendix C:

List of public hearing attendees
LOCATION DATE ORGANISATION SUBMISSION SUMMONSED
Sydney 01/04/08 Australian Consumers Association 143 No
Sydney 01/04/08 Ingham Enterprises NA Yes
Sydney 01/04/08 Franklins Pty Ltd 104 and 148 No
Sydney 01/04/08 Nestle Australia Limited NA Yes
Sydney 01/04/08 George Weston Foods Limited 138 Yes
Sydney 01/04/08 Arnott’s Biscuits Holding Pty Ltd 53 Yes
Sydney 01/04/08 Kiama Milk Supplier Collective 86 and 244 Yes
Sydney 02/04/08 Kimberly-Clark Australia Pty Limited NA Yes
Sydney 02/04/08 Stockland Corporation Limited NA Yes

Brisbane 03/04/08 Paradise Foods Industries Pty Ltd NA Yes
Brisbane 03/04/08 Parmalat Australia Ltd NA Yes
Brisbane 03/04/08 One Harvest NA Yes
Brisbane 03/04/08 Brisbane Markets Limited 68 No
Brisbane 03/04/08 Avacados Australia NA Yes
Brisbane 03/04/08 Queensland Citrus Growers 

Association 
49 Yes

Cairns 04/04/08 Horticulture Australia Council and 
Horticulture Australia Limited

63  
92

No

Cairns 04/04/08 Mareeba District Fruit and Vegetable 
Growers Association

NA Yes

Cairns 04/04/08 NQ Banana Growers Co-operative 
Association Limited

NA Yes

Griffith 07/04/08 The Riverina Citrus Committee NA No
Griffith 07/04/08 Amaland Agco NA Yes

Canberra 08/04/08 Koundouris Group 35 No
Canberra 08/04/08 Pace Farms NA Yes
Canberra 08/04/08 Australian Beef Association 44, 146 and 221 No
Canberra 08/04/08 National Farmers Federation 137 No
Canberra 08/04/08 Southern Sydney Retailers 

Association
3, 10, 108, 136, 141, 
150, 161, 170, 186, 

202 and 230

No

Canberra 09/04/08 National Association of Retail 
Grocers of Australia (NARGA)

14, 129, 159 and 197 No

Canberra 09/04/08 Colgate-Palmolive Pty Limited NA Yes
Canberra 09/04/08 Australian Table Grape Assoc 

Incorporated.
NA No

Canberra 09/04/08 Golden Circle Ltd NA Yes
Canberra 09/04/08 Australian Pork Limited 75 and 147 No
Canberra 30/04/08 National Farmers Federation 137 No

Hobart 10/04/08 Capilano Honey Limited NA Yes
Hobart 10/04/08 Tassal Group NA Yes
Hobart 10/04/08 Tasmanian Independent Retailers NA Yes
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LOCATION DATE ORGANISATION SUBMISSION SUMMONSED
Launceston 14/04/08 Tasmanian Farmers and Graziers 

Association
NA No

Launceston 14/04/08 French’s Youngtown Supermarket NA No
Launceston 14/04/08 Tamar Valley Dairies Pty Ltd NA Yes

Shepparton 14/04/08 Mr Bob Katter MP 180 No
Shepparton 14/04/08 Apple and Pear Association Ltd 80 No
Shepparton 14/04/08 Fruit Growers of Victoria Ltd 71 No

Darwin 21/04/08 Australian Mango Industry 
Association Ltd

NA No

Darwin 21/04/08 Northern Territory Department of 
Health and Community Services

34 No

Perth 22/04/08 NOVO Foods Limited 166 Yes
Perth 22/04/08 Mercer Mooney NA Yes
Perth 22/04/08 Pastoralists and Graziers 

Association of Western Australia; 
Western Australian Meat Industry 
Authority; and Western Australian 
Farmers Federation (Inc.)(red meat)

82 No

Perth 22/04/08 Western Australian Farmers 
Federation (Inc.) (grain)

106 No

Perth 22/04/08 Mrs Mac’s Pty Ltd 152 Yes

Bunbury 23/04/08 Western Australia Farmers 
Federation (Inc.) (dairy )

106 No

Bunbury 23/04/08 Chamber of Commerce and 
Industry of Western Australia 
and Industry and Retail Traders 
Association of Western Australia

65 No

Bunbury 23/04/08 Red Meat Action Group NA No
Bunbury 23/04/08 V&V Walsh Pty Limited NA Yes
Bunbury 23/04/08 CA and CC Scott NA No

Adelaide 28/04/08 South Australian Farmers 
Federation

156 No

Adelaide 28/04/08 Adelaide Produce Markets Ltd NA No
Adelaide 28/04/08 ABB Grain NA Yes
Adelaide 28/04/08 Fruitorama and the South Australian 

Potato Company
NA Yes

Adelaide 28/04/08 R Ceravolo & Co NA Yes

Port Lincoln 29/04/08 Port Lincoln Tuna Processors Pty 
Limited

NA Yes

Port Lincoln 29/04/08 Clean Seas Tuna Limited NA Yes
Port Lincoln 29/04/08 Eyre Regional Development Board NA No

Melbourne 12/05/08 Australian Pork Limited 75 and 147 No
Melbourne 12/05/08 Teys Bros Pty Limited NA Yes
Melbourne 12/05/08 Victorian Farmers Federation 

(Chicken Meat Group)
70 and 126 No

Melbourne 12/05/08 Westfield Group NA Yes
Melbourne 15/05/08 National Foods 133 Yes



466 Report of the ACCC inquiry into the competitiveness of retail prices for standard groceries

LOCATION DATE ORGANISATION SUBMISSION SUMMONSED
Melbourne 15/05/08 Costa Group NA Yes
Melbourne 15/05/08 Mr Doug Chant NA No
Melbourne 15/05/08 Australian United Retailers Limited 

(Foodworks)
90 No

Melbourne 15/05/08 Colonial First State NA Yes
Melbourne 19/05/08 Woolworths Limited 134, 232, 233, 237 

and 246
No

Melbourne 26/05/08 Coles Group Limited 157 and 225 No
Melbourne 30/05/08 Produce and Grocery Industry Code 

Administration Committee
50 No

Melbourne 30/05/08 Lamanna Group NA Yes
Melbourne 30/05/08 Fonterra Brands (Australia) Pty Ltd 85 Yes
Melbourne 30/05/08 Bakers Delight NA No
Melbourne 02/06/08 Sunny Queen Farms NA Yes
Melbourne 02/06/08 Metcash Limited 74, 181 and 217 No
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Appendix D: 

Empirical analysis of Woolworths and Coles local  
store pricing 

Introduction 

The purpose of this appendix is to report on the empirical analysis undertaken by the ACCC on 
Woolworths and Coles local store pricing—major supermarket chain (MSC) local pricing. The primary 
aim of this work is to analyse the effects of local competition in grocery retailing on MSC local pricing. 

As noted in chapter 5, the MSCs use a two-tiered approach to setting grocery prices. The first tier or 
level is the MSC head office. The second tier is the local store manager. Local competition can affect 
the setting of grocery prices at both levels.

The head office sets standard shelf prices for most of its products in each of its stores. The MSCs do 
not set the same standard shelf price for the same products across all stores. Although there is a high 
degree of standardisation of standard shelf prices across stores, the MSCs do vary these prices based 
on factors including freight costs (especially for remote stores) and the degree of local competition. 
The head office also sets promotional prices. These are the prices of products being promoted or on 
special. Not all stores necessarily have the same promotions at any one time. 

The local store manager can reduce prices below the standard shelf price or promotional price in a 
range of circumstances including clearances of discontinued stock and stock approaching its use-by 
date and as a response to local competition. The MSCs allow local store managers to match the prices 
of local competitors primarily for known value items (KVIs). Local competitors can be other supermarket 
chains or specialty retailers. 

The purpose of this study is to analyse the effects of local competition in grocery retailing on store-
by-store differences in pricing. This is achieved by comparing the prices consumers paid for the same 
products in different Woolworths supermarkets and, in a separate exercise, by comparing the prices 
consumers paid for the same products in different Coles supermarkets. The prices consumers paid in 
Woolworths supermarkets are not compared with the prices consumers paid in Coles supermarkets.

It is important to recognise that this analysis is not designed to estimate the effect that competition 
in grocery retailing has on national or state prices set by the MSCs—for instance, if ALDI produces 
a pricing response from all Woolworths stores (or all Woolworths stores within a state), it will not 
necessarily show up in this analysis. As a result, this analysis does not provide a complete picture of 
price competition in grocery retailing. However, to the extent that there are local pricing responses to 
local competition, it provides valuable insight into the competitive process.  
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Data 

Four types of data were combined to undertake this analysis:

store price data  •

data on store characteristics  •

local market data  •

local population and demographic data. •

Store price data 

As part of this inquiry, the ACCC requested that the MSCs provide retail prices on a product-by-
product basis for each of their supermarkets. Consistent with this request, the MSCs provided the 
ACCC with the average selling price (excluding GST) for an extensive number of products sold over 
four separate periods1:

Week 1: Week ending 25 March 2007 •

Week 2: Week ending 28 October 2007 •

Week 3: Week ending 18 May 2008  •

Year ending 31 December 2007. • 2 

Average selling prices (ASPs) for each product were calculated as sales value divided by sales volume.3 
Average selling price is the average price that consumers paid for the product (excluding GST) in 
the store during the period. As a result, it reflects promotional prices, temporary markdowns, price 
matching of local competition, as well as standard shelf prices.

For each MSC, the products included in the store price data were products in the MSC’s top 10 000 
stock keeping units (SKUs) by national sales value in 2007.4 Tobacco and liquor products were 
excluded. These SKUs represent the majority of grocery products by value sold by the MSCs. 

Store characteristics 

The MSCs provided the ACCC with store characteristics such as the net trading area and the date of 
store opening.

Local market data 

The ACCC contracted with MapInfo to provide a range of information on the number of supermarkets 
and the distances between supermarkets across locations throughout Australia. 

For example, for all Woolworths supermarkets, MapInfo provided the ACCC with data on the distance 
to the nearest supermarket by chain—for example, the distance to the nearest Coles supermarket, the 
distance to the nearest ALDI store, etc. Data was also supplied on the number of supermarkets within 
1 km, 3km and 5km by chain. Straight-line distances were used. 

1 Each week was from Monday to Sunday. The MSCs typically review standard shelf prices and promotional prices weekly. 

2 Data analysis for the year ending 31 December 2007 only includes stores that were operating for the entire year. 

3 ASPijt = sales valueijt/quantity soldijt where sales valueijt is the $ value of sales (excluding GST) of product j in store i in period t, and quantity 
soldijt is the volume of product j sold in store i in period t.

4 No individual store sold all of the 10 000 SKUs in any one of the weeks (or year). There were two reasons for this. Not all of the 10 000 
products were stocked by all stores in each of the weeks (or year) and not all stocked products were sold. 



Report of the ACCC inquiry into the competitiveness of retail prices for standard groceries 469

Local population and demographic data

Demographic data on the local population was obtained from the Australian Bureau of Statistics 
(ABS) 2006 Census (see table D.16 for details). A range of demographic data, including the age and 
income profile of the local population, was sourced on a postcode basis. This was matched with each 
supermarket’s postcode to provide a demographic profile of each store’s local area.

Methodology 

The ACCC separately analysed store-by-store pricing for Woolworths and Coles for each of the 
four periods listed above. The analysis aims to address the question: Are differences in the prices 
consumers paid for grocery products across stores associated with differences in local market 
structure? 

The analysis involved two steps.

(i) Determination of aggregate differences in grocery prices across stores 

In the first step, aggregate differences in prices across Woolworths stores and across Coles stores 
were constructed using the store price data provide by the MSCs. These price differences were 
separately calculated for all Woolworths and all Coles stores. Coles and Woolworths stores were limited 
to those with a net trading area of 1000 m2 or greater. Separate price differences were calculated for 
each of the four periods listed previously. 

The aggregate price difference for a particular Woolworths store (say for Week 1) is a weighted average 
of the percentage difference between the store’s average selling price for each product it sold in  
Week 1 and the average selling prices for each of these products across all Woolworths stores in  
Week 1. Calculating the average price difference for a Woolworths store (for example, Box Hill) in  
Week 1 involved calculating: 

the average selling price of each product or SKU sold by the Box Hill Woolworths in Week 1  •

the average selling price of each of those products or SKUs across all Woolworths stores in Week 1  •

the percentage difference between the average selling price of each product sold by the Box Hill  •
Woolworths in Week 1 and the average selling price of the same product across all Woolworths 
stores in Week 1 

a weighted average of the percentage price differences across all of the products the Box Hill  •
Woolworths sold in Week 1.5

The product weights were designed to place greater importance on products that consumers across 
the nation spend more on. In the above examples, the product weights were based on the proportion 
of sales of the product across all Woolworths stores in Week 1. It is important to recognise that no 
Woolworths stores sold all of the 10 000 products in any of the periods. As a result, it was necessary to 
adjust the weights on a store-by-store basis so they summed to one for each store.6 

This approach calculates a weighted average of the percentage differences between the average 
price paid for each of the products sold by an individual store and the average price paid for the same 
products across all of the MSCs’ stores. In this way, the aggregate price differences are based on ‘like-
for-like’ comparisons.  

5 In algebraic terms, the aggregate price difference for Woolworths store i in period t is  
APDit  =  ∑j wijt [(ASPijt - ASPjt)/(ASPjt)], where ASPijt is the average selling price of product j sold in Woolworths store i in period t, ASPjt is 
the average selling price of product j across all Woolworths stores in period t, wijt is the weight for product j for store i in period t (based on 
product j’s share of Woolworths sales across all stores). APDs were put in percentage terms by multiplying by 100.

6 This is best explained by an example. Say a particular Woolworths store sold 8000 products in Week 1. Each of the 8000 products sold 
by the Woolworths store would receive a weight based on the product’s share of sales across all Woolworths stores of the same 8000 
products.  
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The aggregate price differences measure differences across Woolworths stores. For example, say the 
aggregate price difference for the Box Hill Woolworths store in Week 1 was –1.2 per cent. This means 
that on average consumers shopping at the Box Hill Woolworths store paid prices that were on average 
1.2 per cent lower than the prices paid by consumers shopping for the same products at a hypothetical 
national average Woolworths supermarket. 

Aggregate price differences were calculated separately for Coles and Woolworths supermarkets in each 
of the four periods. Aggregate price differences were also separately calculated for each of Coles and 
Woolworths trading departments, as well as for KVIs and for products the MSCs price compare with 
ALDI (ALDI price check items).

(ii) Examination of the possible reasons for price differences across stores 

The second step involved analysing the possible causes of the price differences across stores. The 
potential causes include store-specific cost factors (such as transport costs), the characteristics of the 
store’s customer base (such as average household income in the local area) and local market structure.      

The empirical model took the following form:

 APDi  =  α  + β(Mstructurei) + γXi  + εi

 where i denotes a particular store 

APDi is a weighted average of the percentage differences between the average prices 
consumers shopping at store i paid for products and the average prices consumers paid for the 
same products across all stores in the supermarket chain, as described above

 Mstructurei are variables capturing the structure of the local market in which store i is located 
 (such as the distance to the nearest competing supermarkets) 

 Xi are variables that are also likely to affect store pricing (e.g. store-specific costs, local demand 
 characteristics, etc.)

 εi  is an error term

This analysis was undertaken for all products within the top 10 000 SKUs sold in 2007 by the 
supermarket as well as for subsets of products, such as KVIs and product groups (such as produce 
and dry groceries).

The model was estimated separately for each period and for each MSC. 

Price differences across supermarkets  

The analysis found differences in the prices consumers paid for the same products across 
supermarkets.

For example, as shown in table D.1, in the week ending 18 May 2008, the prices paid by consumers at 
the Woolworths store at the 75th percentile were on average 1.23 per cent higher than the prices paid 
by consumers at the Woolworths store at the 25th percentile. 
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These price differences across stores could be caused by:

differences in standard shelf prices  •

differences in promotional activities across stores on a week by week basis •

differences in quality for like items (such as for produce)  •

differences in stock availability •

store level clearance activity for merchandise approaching use-by dates and excess deleted stock  •

price matching by local store managers  •

errors in the recording of sales.  •

Larger price differences between stores were found for meat and produce. This is consistent with 
greater variation in the quality and local supply costs for those product categories.

Table D.1  Percentage price differences within Coles and Woolworths stores 

 % price difference between stores at the 25th percentile and the 75th percentile

Woolworths Coles

Period All products Dry groceries All products Dry groceries

Week end  
18 May 2008

1.23 0.59 1.27 0.82

Week end  
28 October 2007

1.24 0.71 1.31 0.85

Week end  
25 March 2007

1.51 1.11 1.83 1.22

Year end  
31 December 2007

2.06 1.25 2.20 1.78

Note: Woolworths and Coles stores were separately ordered from the store where the prices paid by consumers were on average the 
lowest to the store where the prices paid by consumers were on average the highest. The Woolworths store at the 25th percentile is 
the store where 25 per cent of Woolworths stores consumers paid prices that were on average lower and 75 per cent of Woolworths 
stores consumers paid prices that were on average higher. The opposite is the case for the Woolworths store at the 75th percentile. 
Percentiles for Coles stores were obtained the same way.

As shown in tables D.2 and D.3, there is a high degree of correlation between the price differences 
across stores in each of the periods examined. This indicates, for example, that the Woolworths stores 
in which consumers paid above average prices in one week were in most cases the same Woolworths 
stores in which consumers paid above average prices in other weeks.
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Table D.2  Correlation of price differences across periods: Woolworths

Period
Week ending  
18 May 2008

Week ending  
28 Oct 2007

Week ending  
25 Mar 2007

Year ending  
31 Dec 2007

All Products

Week ending 18 May 2008 1.00

Week ending 28 October 2007 0.85 1.00

Week ending 25 March 2007 0.87 0.88 1.00

Year ending 31 December 2007 0.79 0.86 0.84 1.00

Dry grocery products

Week ending 18 May 2008 1.00

Week ending 28 October 2007 0.93 1.00

Week ending 25 March 2007 0.94 0.94 1.00

Year ending 31 December 2007 0.75 0.75 0.73 1.00

Note: excludes Woolworths supermarket in Weipa. Only includes stores operating in all four periods.

Table D.3  Correlation of price differences across periods: Coles

Period
Week ending  
18 May 2008

Week ending  
28 Oct 2007

Week ending  
25 Mar 2007

Year ending  
31 Dec 2007 

All Products

Week ending 18 May 2008 1.00

Week ending 28 October 2007 0.91 1.00

Week ending 25 March 2007 0.72 0.77 1.00

Year ending 31 December 2007 0.83 0.84 0.72 1.00

Dry grocery products

Week ending 18 May 2008 1.00

Week ending 28 October 2007 0.92 1.00

Week ending 25 March 2007 0.68 0.77 1.00

Year ending 31 December 2007 0.72 0.76 0.68 1.00

Note: only includes stores operating in all four periods.

Examination of possible reasons for price differences across stores 

A range of factors could contribute to differences in the prices consumers pay for the same products 
across Coles stores and across Woolworths stores. Both MSCs have stated that they set higher prices 
in stores located in remote areas to at least partly recover the higher freight costs to these stores. 
Both MSCs have also stated that they adjust prices on a store basis or on a state basis depending on 
the local competition they face. Local costs, such as store lease costs, can also play a role in price 
differences across stores, as can promotions associated with the opening of a new store. 
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The purpose of this section is to examine the role of local competition in determining Coles and 
Woolworths store-by-store pricing. To this end, the empirical model detailed above is estimated 
separately for Coles and Woolworths stores using data for each of the four periods.

The regressions included a range of variables capturing store, demographic and regional characteristics 
which may influence local store pricing. These variables are listed in table D.16. Table D.4 and following 
tables report the signs of the estimated effects of these variables on local store pricing and whether or 
not the variables were found to be statistically significant. The selection of many of these variables for 
inclusion in the analysis was based on statements made by the MSCs on what influences their pricing 
decisions on a store basis and variables capturing the characteristics of local demand.

The regressions also included variables reflecting local market structure. The local market structure 
variables are the distance to the nearest competing supermarket of 1000 m2 or greater, for each 
supermarket chain. The estimated effects are reported in tables D.4 and D.5. 

Interpreting the results 

The estimated coefficients in table D.4 and following tables are interpreted as follows. In table D.4 
consider the estimated value of –0.19 in the second column in the Nearest Coles (0–1 km) row. This 
estimate was calculated using Woolworths pricing data for the week ending 18 May 2008. Consider 
two Woolworths stores: Woolworths store 1 has a Coles store within 1 km. Woolworths store 2 has no 
Coles store within 5 km. The estimates indicate that the prices consumers paid for grocery products 
were on average 0.19 per cent lower in Woolworths store 1 than Woolworths store 2, holding other 
factors constant.7 The analysis takes into account or ‘controls for’ a range of other factors that may 
affect the local pricing of Woolworths stores. This includes the location of other (but not all) competing 
grocery retailers, the regional location of the store, whether the store recently opened and a range of 
characteristics of the local population. The estimate indicates that after removing the influence of all 
these other factors on Woolworths local store pricing, the prices consumers paid at a Woolworths store 
with a Coles within 1 km were estimated to be 0.19 per cent lower than the prices consumer paid at a 
Woolworths store without a Coles within 5 km. This effect was statistically significant. 

The value of 0.03 in the (1–3 km) row indicates that after removing the influence of all these other 
factors on Woolworths local store pricing, the prices consumers paid at a Woolworths store with 
the closest Coles store within 1 to 3 km were estimated to be 0.03 per cent higher than the prices 
consumers paid at a Woolworths store without a Coles within 5 km. This effect was not statistically 
significant.

Local price competition between the MSCs

Coles and Woolworths are each other’s ‘closest’ competitors. Around 80 per cent of Coles 
supermarkets have a Woolworths supermarket within 3 km. The same is the case for Woolworths 
supermarkets. Coles and Woolworths retail a very similar range of products and have similar depth  
of brands. 

7 A strict interpretation of the coefficient is that it represents the estimated difference between the aggregate price differences (APD) for the 
two different stores (after controlling for other factors). That is, strictly the coefficient is the difference in percentage points between the 
prices paid by consumers in each store relative to a hypothetical national average Woolworths or Coles supermarket. Note this difference 
will be approximately equal to the percentage difference in prices paid by consumers at each store, the interpretation described in this 
section. This slight relaxation in interpretation is used throughout and improves the exposition considerably. 
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What the results indicate about the effects of competing MSCs on MSC local store 
pricing 

Local presence of a competing MSC has a significant effect on MSC local store pricing 
The analysis indicates that the local presence of a competing MSC supermarket has a significant effect 
on Coles and Woolworths local pricing. For example, in 2007 consumers shopping at a Coles stores 
with a Woolworths supermarket within 1 km, paid prices that were on average 1.36 per cent8 lower 
than the prices paid by consumers at Coles stores without a Woolworths within 5 km (see table D.5). 
Although a 1.36 per cent price difference may appear small, it is significant in comparison to Coles’ 
EBIT margin of between 3 per cent and 4 per cent. Around 50 per cent of Coles stores are located 
within 1 km of a Woolworths stores. 

The effects of the local presence of a Coles store on Woolworths local pricing are also significant, but 
not as large. In 2007 consumers shopping at a Woolworths supermarket with a Coles supermarket 
within 1 km paid prices that were on average 0.7 per cent lower than the prices paid by consumers 
at a Woolworths supermarket without a Coles within 5km (see table D.4). Around 50 per cent of 
Woolworths supermarkets are located within 1 km of a Coles supermarket. 

Given the similarity in offers and their presence in many of the same local areas, it is likely that price 
competition between the MSCs also affects prices across all of their stores. That is, it is likely that price 
competition between the MSCs affects their pricing on a national or state basis in addition to their local 
pricing. This is more likely to be the case in the future given Woolworths move to more uniform store 
pricing (see discussion below). The effects of price competition between the MSCs on local pricing 
described above are in addition to any national or state effects. 

Effects of the local presence of a competing MSC on Coles and Woolworths local pricing is 
similar to the effect of ALDI
The average effect of MSCs on local store pricing is similar to or only slightly above that of ALDI, 
despite ALDI offering a far smaller product range (see tables D.4 and D.5). ALDI stocks around 900 
products. A typical MSC store stocks over 25 000 SKUs. 

Local presence of a competing MSC effects Coles and Woolworths local pricing across 
many trading departments 
The effects of the local presence of Coles on Woolworths local pricing appear to be more concentrated 
on dry groceries, produce and perishables (see table D.6). The local presence of a Woolworths store 
affects Coles local pricing across all of its trading departments (see table D.7). 

As shown in tables D.8 to D.11, the presence of a competing MSC on Coles and Woolworths local 
store pricing are larger in produce than in dry groceries. This does not necessarily mean that the MSCs 
discount more heavily on produce than dry groceries. The effects reported in the tables are the average 
effects of the local presence of an MSC across all dry groceries and across all produce. It is likely that 
many less frequently purchased dry groceries are rarely discounted for the purposes of meeting local 
competition. A similar number of promotions in each category would have a bigger effect in produce as 
there are fewer produce products. 

8 This is an average of 1.36 per cent across a large number of products, some of which will have price differences of greater than 1.36 per 
cent, some less.
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Local presence of a competing MSC affects KVIs and non-KVIs 
Local competition between the MSCs is at least partly about matching the prices of local competitors 
on known value items (or KVIs). As shown in tables D.12 and D.13, the local presence of a competing 
MSC on Coles and Woolworths local pricing are similar or larger for KVIs than non-KVIs. Interestingly, 
the local presence of a competing MSC lowers the prices consumers paid for both KVIs and non-
KVIs. That is, there is no evidence that at the store level the MSCs increase the prices of non-KVIs to 
‘compensate’ for price discounting of KVIs.

Effects of the ‘price war’ between Coles and Woolworths during the third quarter of 2007 
As noted in Chapter 5, there was a period of significant price discounting instigated by Coles during the 
third quarter of 2007. This price war may at least partly explain the larger effects of the local presence 
of a competing MSC on Coles and Woolworths local store pricing during the year ending 31 December 
2007 (see tables D.4 and D.5) (noting that the price war had ended by mid October 2007). Specifically, 
during 2007 consumers shopping at a Woolworths store with a Coles within 1km paid prices that 
were on average around 0.7 per cent lower than the prices paid by consumers at a Woolworths store 
without a Coles within 5 km. This compares to around 0.3 per cent to 0.4 per cent for the weeks 
ending 28 October 2007 and 25 March 2007 (see table D.4). 

Effects of Woolworths’ move to more uniform pricing 
As discussed below, Woolworths is moving to more uniform pricing across most of its stores. 

This move is consistent with the observation that the local presence of a Coles supermarket on 
Woolworths local pricing seems to be much smaller in 2008 than 2007 (see table D.4). Specifically, for 
the weeks ending 28 October 2007 and 25 March 2007, consumers shopping at a Woolworths store 
with a Coles within 1 km paid prices that were on average around 0.3 per cent and 0.4 per cent lower 
than the prices paid by consumers at a Woolworths store without a Coles within 5 km. This compares 
to around 0.2 per cent for the week ending 18 May 2008 (see table D.4). 

Local price competition from ALDI 

ALDI entered grocery retailing in Australia 2001. It now has approximately 170 stores operating in New 
South Wales, Australian Capital Territory, Queensland and Victoria. The majority of ALDI stores are 
located in metropolitan and urban areas. ALDI stocks around 900 products in its stores, most of which 
are its own brand labels. ALDI stocks a wide range of products, but generally has a limited range of 
brands for each product type. 

Coles head office sets lower prices for certain products in stores that have an ALDI store in close 
proximity. These products are principally private label products that Coles considers to be comparable 
to the products offered by ALDI. Coles allows its local store managers to price match with ALDI on 
certain KVIs.

During the ACCC’s public hearings, Woolworths stated that it had changed its pricing practices over 
the preceding 12 months towards more uniform prices across a broad range of items. Before this, in 
practice, Woolworths set different prices for a range of primarily private label products in many stores 
with an ALDI store in the immediate vicinity. Woolworths stated that it has since lowered its pricing to a 
common price across individual states often virtually across the nation, including to all (or nearly all) of 
its supermarkets in eastern states, regardless of their proximity to an ALDI store. 
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What the results indicate about the effects of ALDI on MSC local store pricing 
The results provide a number of findings about the effects of ALDI on MSC local store pricing.

ALDI’s influence on MSC local store pricing is significant
The local presence of an ALDI store lowers the prices consumers pay at the nearby MSC store (see 
Tables D.4 and D.5). For example, over 2007, consumers shopping at a Coles stores with an ALDI 
within 5 km, paid prices that were on average around 0.5 per cent to 0.8 per cent lower than the prices 
paid by consumers at Coles stores without an ALDI within 5 km (see table D.5). Around 50 per cent 
of Coles stores are located within 5 km of an ALDI store. Although a 0.8 per cent price difference may 
appear small, it is significant in comparison to Coles’ EBIT margin of between 3 per cent and  
4 per cent.

MSC local pricing response to the presence of ALDI is particularly large for ‘ALDI price 
check’ items
As noted above, the MSCs local price response to ALDI is primarily through lowering the prices of 
the products that they consider are comparable to the products ALDI has on offer (ALDI price check 
items). The items the MSCs consider to be comparable to the ALDI products are primarily selected 
from their own private label products. The local presence of an ALDI has very large effects on the prices 
consumers pay for these products at the nearby Coles. 

For example, during 2007 consumers shopping at a Coles store with an ALDI within 1 km, paid prices 
for Coles’ ‘ALDI price check items’ that were on average around 5.15 per cent lower than the prices for 
the same items paid by consumers at Coles stores without an ALDI within 5 km (see table D.15). The 
effect during 2007 in Woolworths stores was slightly smaller (see table D.14).

Effect of ALDI on Woolworths local store pricing has changed significantly since 2007 
As noted above, Woolworths has been moving toward more uniform pricing. A component of this was 
to extend its ‘ALDI pricing’ to all or most of its supermarkets in New South Wales, Australian Capital 
Territory, Queensland and Victoria.

The effect of this change is clearly evident from the results presented in table D.14. The results indicate 
that during the week ending 18 May 2008 there were no significant store-by-store differences in 
Woolworths pricing of ALDI price check items. In contrast the local presence of an ALDI store had 
significant effects on the prices consumers paid for ALDI price check items at nearby Woolworths 
stores in the weeks ending 28 October 2007 and 25 March 2007. This is consistent with Woolworth’s 
move to more uniform pricing. 

This does not mean that ALDI no longer affects Woolworths pricing of ALDI price check items. Rather 
the effects are occurring at the state level (with lower prices in New South Wales, Australian Capital 
Territory, Queensland and Victoria).

Moreover, the local presence of an ALDI store still affects Woolworths local pricing on other products. 
For example, for the week ending 18 May 2008, consumers shopping at a Woolworths store with an 
ALDI within 1 km, paid prices for KVIs that were on average around 1.7 per cent lower than the prices 
for the same items paid by consumers at Woolworths stores without an ALDI within 5 km (see table 
D.12). This suggests that Woolworths still responds to the presence of ALDI at the local level, but 
possibly primarily though price matching of KVIs by Woolworths local store managers. 
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Local price competition from Metcash-supplied independents 

What the results indicate about the effects of Metcash-supplied independents on MSC 
local store pricing 

Metcash supply around 680 grocery retailers with sales areas of 1000 m2 or greater. As discussed in 
chapter 7, grocery retailers of this size are more likely to be price competitive with the MSCs. 

Local presence of Metcash-supplied independent retailers appears to affect Woolworths 
local store pricing, particularly in produce 
The analysis suggests that Metcash-supplied independent retailers (with sales area in excess of 1000 
m2) influence the pricing of local Woolworths stores. For example, over 2007, consumers shopping at a 
Woolworths store with the nearest Metcash-supplied independent retailer within 3 km, paid prices that 
were on average around 0.4 per cent lower than the prices paid by consumers at Woolworths stores 
without a Metcash-supplied independent store within 5 km (see table D.4). This effect was weaker in 
the week ending 18 May 2008. 

Around 60 per cent of Woolworths stores are located within 3 km of a Metcash-supplied independent 
retailer.

This effect of the local presence of a Metcash-supplied independent retailer on Woolworths local store 
pricing appears to be weaker than the effect of the local presence of ALDI. The effect of a Metcash-
supplied independent retailer was found to be greater for produce than dry groceries (see tables D.8 
and D.10). 

Local presence of Metcash-supplied independent retailers appears to have little or no effect 
on Coles local store pricing
The analysis suggests that Metcash-supplied independent retailers have little or no direct effect on 
Coles local store pricing (see table D.5). Where they do appear to have an effect is for produce (see 
table D.11), but the effect is small relative to the influence of the local presence of Woolworths or 
ALDI. As noted in chapter 7, Woolworths and Coles regularly monitor the prices of Metcash-supplied 
independents. It is possible that the effect Metcash-supplied independents have on Coles’ pricing 
occurs across all Coles stores at the state level. 

Local price competition from Franklins 

Franklins owns 74 stores and has six franchised stores, all of which are in New South Wales. Between 
2001 and 2005, Franklins was supplied with dry groceries by Metcash. In 2005 Franklins established 
its own distribution and logistics capabilities and its own buying team after terminating its supply 
arrangements with Metcash. Franklins is now vertically integrated and all Franklins stores are supplied 
via its two distribution centres. Franklins usually operates out of medium and large format stores with 
approximately one third of Franklins stores being greater than 2000 m2.
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Local presence of a Franklins store appears to affect Coles local store pricing, particularly for 
dry groceries 
Franklins influences the local pricing of Coles stores, particularly for dry groceries. For example, in 
2007, consumers shopping at a Coles store with a Franklins store within 1 km, paid prices for dry 
groceries that were on average 0.75 per cent lower than the prices paid by consumers at Coles stores 
without a Franklins store within 5 km (see table D.9). For dry groceries, this effect on Coles local pricing 
is less than the effect of the local presence of a Woolworths store. However, it is larger than the effect 
of the local presence of an ALDI store. 

The local presence of a Franklins store appears to have a limited effect on Coles local pricing of 
produce or meat. Its effect is inconsistent among other product groups (see table D.7). 

Local presence of a Franklins store appears to have little or no effect on Woolworths  local 
store pricing
As shown in table D.6, Franklins appears to have little direct effect on Woolworths local store pricing 
in any trading department. This does not necessarily mean that Franklins has no impact on the prices 
Woolworths offers its customers. As noted in chapter 8, Woolworths and Coles regularly monitor the 
prices of Franklins. It is possible that the effect Franklins has on Woolworths’ pricing occurs across all 
its stores in New South Wales, rather than at the store level. 

Other factors possibly affecting MSC local store pricing 

As noted previously, a number of other factors that may affect local store pricing were included in the 
regression analysis. These variables are designed to capture differences in the characteristics of the 
demand for groceries across localities and differences in the cost of supply.

In most cases, these variables had the expected sign, although in many cases they were not 
statistically significant (see tables D.4 and D.5).

Some of the effects of these variables are discussed below.

Opened in previous month detects discounted pricing to attract customers to a new store. The 
estimated level of price discounting is large. For example, consumers paid prices that were on average 
2 per cent lower in Woolworths supermarkets that opened in the previous month, relative to other 
Woolworths supermarkets. 

Remote stores are stores located long distances from the MSCs’ distribution centres or in areas that 
require the transport of goods by air or sea (in addition to road). The costs of transporting groceries to 
these stores are higher than other stores in the MSC networks. The prices consumers paid at these 
remote supermarkets were, for some supermarkets, significantly higher. 

Distribution centres are variables indicating the distribution centre supplying all or the majority of 
groceries to individual supermarkets. Woolworths has eight major distribution centres. Coles has six. 
The costs of sourcing and distributing products from these centres can vary.

Co-branded petrol sites were included in the analysis to control for any potential effect of the MSC’s 
petrol shopper docket (discount) schemes on local store pricing of products overall.

Three indicator variables were included in the regressions to capture the local presence of a co-
branded petrol site. The first variable indicates that the closest petrol outlet accepting the MSC’s petrol 
shopper dockets is within 1 km of the supermarket. The second variable indicates that the closest 
petrol outlet accepting the MSC’s petrol shopper dockets is within 1 to 3 km of the supermarket. The 
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third variable indicates that the closest petrol outlet accepting the MSC’s petrol shopper dockets is 
within 3 to 5 km of the supermarket. These allow a price comparison with the baseline of supermarkets 
with no co-branded petrol outlet within 5 km. These variables were used as a proxy for the propensity 
of shoppers at various supermarkets to use the shopper dockets to obtain petrol discounts.

The local presence of a co-branded petrol outlet appeared to have no statistically significant effect on 
Coles local pricing.

In most cases, the local presence of a co-branded petrol outlet appeared to have a positive but not 
statistically significant effect on Woolworths local pricing. Where it did have a statistically significant 
effect (for the week ending 18 May 2008), the estimates indicate the prices consumers paid for 
groceries at Woolworths supermarkets with a co-branded petrol outlet nearby were on average around 
0.2 per cent higher than in other Woolworths supermarkets. However, unlike the results associated 
with the distance to the nearest competing supermarkets, this result does not appear to be robust. For 
example, when restricting the sample to metropolitan areas or dry groceries the local presence of co-
branded petrol outlet was no longer statistically significant. 

This potential effect was not a major focus for this inquiry. A more robust analysis of the potential effects 
of petrol shopper docket schemes on the MSCs grocery prices would require a fuller characterisation of 
the local market structure for petrol retailing than was performed here.

There is insufficient evidence from this analysis to cast doubt on the statements by Coles and 
Woolworths that their petrol shopper dockets schemes do not influence store pricing at the local level 
(see chapter 9).

Cautions regarding the analysis

The analysis detailed in this appendix is based on a particular methodological approach and has a 
number of limitations.

Specialty retailers

It is possible that factors influencing local store pricing of the MSCs have been omitted from the 
analysis. Such omissions could bias the estimated effects reported in the tables. One omission is the 
local presence of specialty retailers. The ACCC was unable to source accurate or comprehensive 
information on the location of specialty retailers. It is quite possible that Coles and Woolworths stores 
that are located close to other supermarkets are also located close to specialty retailers. If this is the 
case, the effects of the local presence of competing supermarkets on the MSCs local store pricing may 
also capture the effect of specialty retailers.

Calculating the price of each item: volume weighted average

A key element of the approach is that this analysis has been performed using the average prices 
actually paid by consumers as reflected by scanner data obtained from the MSCs. That is, each 
product’s price is based on a volume weighted average of the price paid for each item in that period. In 
particular, it is not based on a simple measure of the standard shelf price for the item. 

The use of volume weighted average prices is appropriate because of the significant number and 
volume of products that are sold at prices other than the standard shelf price. Products can be sold 
at prices other than the standard shelf price for a variety of reasons including head office initiated 
promotions, local store based promotions and price cuts to clear deleted or damaged stock.
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However, the use of a volume weighted price measure does affect the interpretation of the price 
differences analysed here in two important ways.

First, as discussed previously, is that the use of the word ‘price’ in this analysis refers to a volume 
weighted average of price paid for products. It does not refer to the average shelf price of the product.

Second is that the use of volume weighted prices incorporates two effects into the price measure. The 
first is the price mix for an item at a particular store. The second is the customer volume response to 
that price mix. For example, two stores can sell the same item at the standard shelf price for five days 
of the week and sell the item at the same promotional price for the remaining two days of the week. 
On a simple time weighted basis these stores have the same average price for the item. However, 
the volume of items purchased by customers at the standard shelf price and at the promotional price 
can vary between stores for a variety of reasons, such as customer price sensitivity and product stock 
availability. These can combine to give each store a different volume weighted average selling price for 
the product.

For the above reasons, it is important not to interpret this analysis as saying a store ‘offers lower prices’ 
or ‘is cheaper’. The correct interpretation is to say that the prices paid by customers in the time period 
were higher or lower.

Product mix: national purchasing pattern

The analysis was restricted to the top 10 000 SKUs sold by the MSCs in 2007. This represents a 
substantial proportion of products sold by the MSCs in 2007, both by number of products and by 
value of sales. However, these products do not represent the entire range offered by the MSCs, 
which typically offer 25 000 SKUs per store. Not all stores offer all products, nor are many products 
necessarily sold at all stores in a given timeframe because of stock availability or consumers not 
purchasing the product during the period. Missing values have been corrected by adjusting the weights 
used on a store-by-store basis so they sum to one.

Some of the top 10 000 SKUs in 2007 are no longer offered by the MSCs. For example, some 
products have been deleted and some private label products re-branded. Other products may no 
longer be in the top 10 000 SKUs because of declining sales and accordingly may currently have less 
importance to consumers than they did in 2007.

The aggregated price difference for a store weights each product’s price difference for that store by that 
product’s proportion of national sales. The measure could be put by the following question: ‘If I bought 
a basket of the top 10 000 goods nationally, in similar proportion to that bought by consumers across 
all stores, how much would it cost at this store relative to the average store in the chain?’ It is likely 
that local tastes for some products vary considerably from those reflected by the national purchasing 
pattern. For example, it is plausible that Northern Territory consumers may buy more sunscreen than 
most. In a similar but stronger way, individual consumers or households are likely to have very different 
baskets from those reflected by the national purchasing pattern. Accordingly, these results do no 
necessarily apply to any basket of products beyond the hypothetical national average basket based on 
the top 10 000 selling SKUs of each MSC in 2007.



Report of the ACCC inquiry into the competitiveness of retail prices for standard groceries 481

Timeframes

All of these analyses are based on restricted timeframes. The weekly analyses may be affected by the 
particular set of promotions engaged in by the MSC during that week. It is possible that some stores 
would encounter different consumer responses to promotions or different price levels available during 
the week. The annual data analysis is less affected by particular weekly promotions and is likely to be 
more robust.

Diagnostic testing

Econometric diagnostic tests suggested heteroskedasticity for each regression in the tables. Possible 
unobserved variables contributing to this include pricing variation induced by factors beyond the 
controls included. Heteroskedasticity robust standard errors and inferences are used. 

A key structural change in the east coast grocery market has been the entry of ALDI. The potential for 
the distance to the nearest ALDI to be an endogenous variable was examined for metropolitan New 
South Wales, Victoria and Queensland, using instrumental variable regression. Where good instruments 
were found, diagnostic testing indicated that the distance to the nearest ALDI could be assumed to be 
exogenous.
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Table D.4   Estimated effects of competition on Woolworths local store pricing: all products—
estimated percentage differences in Woolworths local store pricing based on the 
distance to nearest competing supermarket chain 

Woolworths—all products
Dependent variable: APD

Week end  
18 May 2008

Week end  
28 Oct 2007

Week end  
25 Mar 2007

Year end  
31 Dec 2007

Distance to competitors:

Nearest Coles^ Yes Yes Yes Yes

0–1 km –0.19* –0.30* –0.37* –0.70*
1–3 km 0.03 –0.01 –0.07 –0.05
3–5 km 0.09 0.04 –0.00 0.12
Nearest ALDI^ Yes Yes Yes Yes

0–1 km –0.29* –0.45* –0.75* –0.67*
1–3 km –0.16* –0.25* –0.46* –0.33*
3–5 km –0.02 –0.02 –0.19 –0.13
Nearest Franklins^ No No No No
0–1 km 0.11 0.13 –0.02 –0.02
1–3 km –0.06 0.00 –0.08 –0.20
3–5 km 0.12 0.01 0.16 0.16
Nearest Metcash-supplied^ Yes Yes No Yes

0–1 km –0.19* –0.25* –0.15 –0.37*
1–3 km –0.16* –0.23* –0.16 –0.41*
3–5 km –0.10 –0.08 –0.08 –0.21
Controls:
Distribution centre^ Yes Yes Yes Yes
CBD/Metro/Provincial/Rural^ No Yes Yes Yes

Remote stores +* +* +* +*
Store trading area – –* – –
Opened in previous month N/A –* –* N/A

Proportion Australian born +* +* +* +*
Proportion 65 years or older – – + –
Persons per sq km – + + +

Average household size –* –* –* –*
Median household income +* +* +* +*
Unemployment rate –* – – –*
Avge motor vehicle/ dwelling –* – – –

Median weekly rent +* + + +*
Near co-branded petrol# +* + Mixed +
Number of observations 736 720 702 699
R2 0.91 0.88 0.87 0.81

*  Significant at the 5 per cent level. Heteroskedasticity robust standard errors. +  (-) denotes the estimates indicate the variable has a 
positive (negative) effect on grocery prices paid by consumers.

^  Yes or no denotes if the factor is jointly significant at the 5 per cent level. Individual coefficients only shown as significant if overall 
factor is significant. In these cases the individual coefficients give the percentage price differences relative to Woolworths stores 
without the competing store within 5 km.

#  Joint test of significance at the 5 per cent level. + or – or mixed indicates that grocery prices paid are higher or lower or have mixed 
effects respectively when there is a co-branded petrol station nearby.
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Table D.5   Estimated effects of competition on Coles local store pricing: all products—
estimated percentage differences in Coles local store pricing based on the 
distance to nearest competing supermarket chain 

Coles—all products
Dependent variable: APD

Week end  
18 May 2008

Week end  
28 Oct 2007

Week end  
25 Mar 2007

Year end  
31 Dec 2007

Distance to competitors:

Nearest Woolworths^ Yes Yes Yes Yes

0–1 km –0.55* –0.69* –0.93* –1.36*
1–3 km –0.29* –0.43* –0.75* –0.77*
3–5 km –0.16 –0.28 –0.38 –0.43
Nearest ALDI^ Yes Yes Yes Yes

0–1 km –0.55* –0.79* –1.00* –0.81*
1–3 km –0.38* –0.43* –0.72* –0.54*
3–5 km –0.36* –0.51* –0.58* –0.65*
Nearest Franklins^ No No Yes No
0–1 km –0.18 –0.15 –0.53 –0.32

1–3 km –0.30 –0.19 –0.84* –0.48
3–5 km 0.11 0.25 0.16 0.36
Nearest Metcash supplied^ No No No No
0–1 km –0.08 0.03 –0.16 –0.09
1–3 km –0.15 –0.15 –0.15 –0.23
3–5 km –0.09 –0.01 –0.09 –0.05
Controls:
Distribution centre^ Yes Yes Yes Yes
CBD/Metro/Provincial/Rural^ Yes Yes Yes Yes

Remote stores +* +* +* +*
Tasmania +* +* +* +*
Northern Territory +* +* +* +*
Store trading area – + –* +*
Opened in previous month N/A –* –* N/A

Proportion Australian born – + + +*
Proportion 65 years or older – + – –

Persons per sq km +* +* +* +*
Average household size – – – –*
Median household income + + – +*
Unemployment rate – – – –*
Avge motor vehicle/ dwelling – – + –

Median weekly rent + + + +*
Near co-branded petrol# + + + Mixed
Number of observations 694 693 670 675
R2 0.79 0.75 0.50 0.69

*  Significant at the 5 per cent level, Heteroskedasticity robust standard errors. +  (–) denotes the estimates indicate the variable has a 
positive (negative) effect on grocery prices paid by consumers.

^  Yes or no denotes if the factor is jointly significant at the 5 per cent level. Individual coefficients only shown as significant if overall 
factor is significant. In these cases the individual coefficients give the percentage price differences relative to Coles stores without 
the competing store within 5 km.

#  Joint test of significance at the 5 per cent level. + or – or mixed indicates that grocery prices paid are higher or lower or have mixed 
effects respectively when there is a co-branded petrol station nearby.
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Table D.6   Estimated effect of supermarket chain on Woolworths local store pricing by 
Trading Department

Does a supermarket within 5 km of a Woolworths supermarket have the effect of reducing Woolworths 
local store pricing?

Week end  
18 May 2008

Week end  
28 Oct 2007

Week end  
25 Mar 2007

Year end  
31 Dec 2007

All products C, A, M C, A, M C, A C, A, M

Groceries (dry) C A A C, A, M
Produce  
(fruit and vegetables) C, A, M C, A, M C, A, M C, A, M
Perishables C A C, A C, A
Bakehouse – – – –

Proprietary Bakery M C, A, F C, A C, A

Meat – C – C

Serviced Delicatessen A C, M M C, A, M
Seafood – – – –
General Merchandise A A A C, A

Key: C = Coles, A = ALDI, F = Franklins, M = Metcash-supplied independents

Supermarket chain name appears where the joint test of significance of distance dummies for that chain is significant at the  
5 per cent level.

Table D.7   Estimated effect of supermarket chain on Coles local store pricing by Trading 
Department

Does a supermarket within 5 km of a Coles supermarket have the effect of reducing  
Coles local store pricing?

Week end  
18 May 2008

Week end  
28 Oct 2007

Week end  
25 Mar 2007

Year end  
31 Dec 2007

All products W, A W, A W, A, F W, A
Groceries (dry) W, A, F W, A W, F W, A, F
Fresh produce  
(includes fruit and vegetables) W, A W, A, M W, A, M W, A, M

Dairy W, A W, A W, A W, A

Bakehouse W, A W, A, F W, A, F W, A

Meat – W W W
Deli W W, F, M W, F W

General Merchandise W – – W

Key: W = Woolworths, A = ALDI, F = Franklins, M = Metcash-supplied independent

Supermarket chain name appears where the joint test of significance of distance dummies for that chain is significant at the  
5 per cent level.
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Table D.8   Estimated effects of competition on Woolworths local store pricing: dry grocery 
products—estimated percentage differences in Woolworths local store pricing 
based on the distance to nearest competing supermarket chain

Woolworths— 
dry grocery products
Dependent variable: APD

Week end  
18 May 2008

Week end  
28 Oct 2007

Week end  
25 Mar 2007

Year end  
31 Dec 2007

Distance to competitors:

Nearest Coles^ Yes No No Yes
0–1 km –0.04* –0.01 –0.06 –0.46*
1–3 km –0.01 0.02 –0.04 –0.16*
3–5 km –0.00 0.02 –0.02 –0.09
Nearest ALDI^ No Yes Yes Yes
0–1 km –0.01 –0.18* –0.18* –0.18*
1–3 km 0.02 –0.16* –0.15* –0.13
3–5 km 0.01 –0.08* –0.09* –0.10
Nearest Franklins^ No No No No
0–1 km 0.01 0.02 0.02 –0.17
1–3 km –0.05 0.04 0.04 –0.13
3-5km 0.03 –0.07 0.10 0.06
Nearest Metcash-supplied^ No No No Yes
0–1 km –0.04 –0.05 0.02 –0.17*
1–3 km –0.03 –0.04 0.01 –0.19*
3–5km –0.03 –0.01 –0.02 –0.13

Controls:

Distribution centre^ Yes Yes Yes Yes
CBD/Metro/Provincial/Rural^ Yes Yes Yes Yes
Remote stores +* +* +* +*
Store trading area –* –* –* +
Opened in previous month N/A –* –* N/A
Proportion Australian born +* +* +* +*
Proportion 65 years or older + - - –*
Persons per sq km + +* +* +
Average household size –* –* – –*
Median household income +* + +* +*
Unemployment rate – + – –
Avge motor vehicle /dwelling – + + –
Median weekly rent – +* + +*
Near co-branded petrol# Mixed –* – Mixed 
Number of observations 736 720 702 699
R2 0.99 0.98 0.98 0.93

*  Significant at the 5 per cent level. Heteroskedasticity robust standard errors. + (-) denotes the estimates indicate the variable has a 
positive (negative) effect on the grocery prices paid by consumers.

^  Yes or no denotes if the factor is jointly significant at the 5 per cent level. Individual coefficients only shown as significant if overall 
factor is significant. In these cases the individual coefficients give the percentage price differences relative to Woolworths stores 
without the competing store within 5 km.

#  Joint test of significance at the 5 per cent level. + or - or mixed indicates that grocery prices paid are higher or lower or have mixed 
effects respectively when there is a co-branded petrol station nearby.
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Table D.9   Estimated effects of competition on Coles local store pricing: dry grocery 
products—estimated percentage differences in Coles local store pricing based on 
the distance to nearest competing supermarket chain 

Coles— 
dry grocery products
Dependent variable: APD

Week end  
18 May 2008

Week end  
28 Oct 2007

Week end  
25 Mar 2007

Year end  
31 Dec 2007

Distance to competitors:

Nearest Woolworths^ Yes Yes Yes Yes
0–1 km –0.41* –0.31* –0.80* –1.10*
1–3 km –0.30* –0.30* –0.84* –0.77*
3–5 km –0.21 –0.24* –0.44 –0.53*
Nearest ALDI^ Yes Yes No Yes
0–1 km –0.21* –0.24* –0.30 –0.25*
1–3 km –0.09 –0.20* –0.34 –0.24
3–5 km –0.12 –0.17* –0.29 –0.36*
Nearest Franklins^ Yes No Yes Yes
0–1 km –0.27* –0.11 –0.54 –0.75*
1–3 km –0.52* –0.31 –0.95* –0.85*
3–5 km 0.03 0.17 0.20 0.04
Nearest Metcash-supplied^ No No No No
0–1 km 0.03 –0.00 –0.05 –0.15
1–3 km 0.01 –0.02 0.08 –0.08
3–5 km –0.05 –0.04 –0.04 –0.12
Controls:
Distribution centre^ Yes Yes Yes Yes
CBD/Metro/Provincial/Rural^ Yes No No Yes
Remote stores +* +* +* +*
Tasmania +* +* +* +*
Northern Territory +* +* +* +*

Store trading area –* –* –* –

Opened in previous month N/A –* –* N/A

Proportion Australian born + – + +*
Proportion 65 years or older – + – –
Persons per sq km + + +* +

Average household size + + + –
Median household income + + – +*
Unemployment rate + – + –
Avge motor vehicle/ dwelling – – + –

Median weekly rent + + + +*
Near co-branded petrol# Mixed Mixed Mixed –
Number of observations 694 693 670 675
R2 0.76 0.74 0.40 0.65

*  Significant at the 5 per cent level. Heteroskedasticity robust standard errors. + (–) denotes the estimates indicate the variable has a 
positive (negative) effect on grocery prices paid by consumers.

^  Yes or no denotes if the factor is jointly significant at the 5 per cent level. Individual coefficients only shown as significant if overall 
factor is significant. In these cases the individual coefficients indicate the percentage price differences relative to Coles stores 
without the competing store within 5 km.

#  Joint test of significance at the 5 per cent level. + or – or mixed indicates that grocery prices paid are higher or lower or have mixed 
effects respectively when there is a co-branded petrol station nearby.
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Table D.10   Estimated effects of competition on Woolworths local store pricing: fresh 
produce products—estimated percentage differences in Woolworths local store 
pricing based on the distance to nearest competing supermarket chain

Woolworths— 
fresh produce products
Dependent variable: APD

Week end  
18 May 2008

Week end  
28 Oct 2007

Week end  
25 Mar 2007

Year end  
31 Dec 2007

Distance to competitors:

Nearest Coles^ Yes Yes Yes Yes
0–1 km –0.92* –1.50* –2.77* –2.42*
1–3 km 0.31 –0.23 –0.97 –0.11
3–5 km 0.76 0.16 –0.73 0.73
Nearest ALDI^ Yes Yes Yes Yes
0–1 km –3.02* –2.67* –4.61* –3.41*
1–3 km –1.59* –0.66 –1.88* –0.88

3–5 km –0.49 0.21 –0.76 –0.31
Nearest Franklins^ No No No No
0–1 km 0.60 0.78 –0.32 –0.11
1–3 km 0.02 0.43 0.08 –0.59
3–5 km 0.49 0.40 0.23 0.72
Nearest Metcash-supplied^ Yes Yes Yes Yes
0–1 km –0.84* –1.44* –1.09* –1.64*
1–3 km –1.16* –1.21* –1.50* –2.17*
3–5 km –0.79 –0.15 –0.31 –0.86

Controls:

Distribution centre^ Yes Yes Yes Yes
CBD/Metro/Provincial/Rural^ No Yes Yes Yes
Remote stores Various Various Various Various
Store trading area –* –* –* –*
Opened in previous month N/A – –* N/A

Proportion Australian born +* +* + +*
Proportion 65 years or older –* – + –

Persons per sq km – – – +
Average household size –* –* – –*
Median household income +* +* +* +*
Unemployment rate –* – –* –*
Avge motor vehicle/ dwelling – + – +

Median weekly rent +* + – +

Near co-branded petrol# + + + Mixed
Number of observations 734 718 700 698
R2 0.65 0.65 0.67 0.64

*  Significant at the 5 per cent level. Heteroskedasticity robust standard errors. +  (–) denotes the estimates indicate the variable has a 
positive (negative) effect on grocery prices paid by consumers.

^  Yes or no denotes if the factor is jointly significant at the 5 per cent level. Individual coefficients only shown as significant if overall 
factor is significant. In these cases the individual coefficients give the percentage price differences relative to Woolworths stores 
without the competing store within 5 km.

#  Joint test of significance at the 5 per cent level. + or – or mixed indicates that grocery prices paid are higher or lower or have mixed 
effects respectively when there is a co-branded petrol station nearby.
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Table D.11   Estimated effects of competition on Coles local store pricing: fresh produce 
products—estimated percentage differences in Coles local store pricing based on 
the distance to nearest competing supermarket chain

Coles—fresh  
produce products
Dependent variable: APD

Week end  
18 May 2008

Week end  
28 Oct 2007

Week end  
25 Mar 2007

Year end  
31 Dec 2007

Distance to competitors:

Nearest Woolworths^ Yes Yes Yes Yes

0–1 km –1.11* –1.45* –1.41* –2.14*
1–3 km –0.03 –0.39 –0.55 –0.46
3–5 km 0.27 0.19 –0.14 0.40
Nearest ALDI^ Yes Yes Yes Yes

0–1 km –2.02* –2.00* –3.25* –2.52*
1–3 km –1.22* –0.22 –1.42* –0.98*
3–5 km –1.09* –0.82* –0.86* –1.11*
Nearest Franklins^ No No No No
0–1 km –0.20 –0.24 –0.55 0.09
1–3 km 0.04 0.23 –0.77 0.26
3–5 km 0.18 0.73 –0.14 1.61
Nearest Metcash-supplied^ No Yes Yes Yes

0–1 km –0.48 0.04 –0.77* –0.02

1–3 km –0.72 –0.75* –1.05* –0.87*
3–5 km –0.39 –0.08 –0.81* –0.04
Controls:
Distribution centre^ Yes Yes Yes Yes
CBD/Metro/Provincial/Rural^ No No Yes Yes

Remote stores Various +* Various +*
Tasmania –* +* + +*
Northern Territory +* +* +* +*
Store trading area – + – +*
Opened in previous month N/A –* –* N/A

Proportion Australian born – + + +*
Proportion 65 years or older –* – – –
Persons per sq km + + + +
Average household size – – – –

Median household income + + + +*
Unemployment rate –* – – –*
Avge motor vehicle/ dwelling – – – –

Median weekly rent + +* + +

Near co-branded petrol# Mixed + +* Mixed
Number of observations 694 693 670 675
R2 0.72 0.66 0.60 0.67

*  Significant at the 5 per cent level. Heteroskedasticity robust standard errors. +  (–) denotes the estimates indicate the variable has a 
positive (negative) effect on grocery prices paid by consumers.

^  Yes or no denotes if the factor is jointly significant at the 5 per cent level. Individual coefficients only shown as significant if overall 
factor is significant. In these cases the individual coefficients give the percentage price differences relative to Coles stores without 
the competing store within 5 km.

#  Joint test of significance at the 5 per cent level. + or – or mixed indicates that grocery prices paid are higher or lower or have mixed 
effects respectively when there is a co-branded petrol station nearby.
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Table D.12   Estimated effects of a competing supermarket within 1 km on Woolworths local 
store pricing: known value items 

All Products Dry groceries

Dependent variable: APD All KVI Non-KVIs All KVI Non-KVIs

Using price data for the week  
ending 18 May 2008

Coles –0.19* –0.87* –0.12^ –0.04* –0.11 –0.04

ALDI –0.29* –1.73* –0.15* –0.01 –0.14 –0.01

Franklins 0.11 0.52 0.07 0.01 –0.04 0.01
Metcash-supplied 
independents 

–0.19* –0.85* –0.13* –0.04 –0.02 –0.04

Using price data for the week  
ending 28 October 2007

Coles –0.30* –1.24* –0.20* –0.01 –0.11 –0.01

ALDI –0.45* –3.07* –0.18* –0.18* –1.32* –0.13*
Franklins 0.13 0.49 0.10 0.02 0.11 0.02
Metcash-supplied 
independents 

–0.25* –1.17* –0.16* –0.05 0.09 –0.05

Using price data for the week  
ending 25 March 2007 

Coles –0.37* –2.07* –0.21* –0.06 –0.15 –0.05

ALDI –0.75* –5.47* –0.32* –0.18* –2.08* –0.13*
Franklins –0.02 0.41 –0.05^ 0.02 0.39 0.01
Metcash-supplied 
independents 

–0.15 –0.68^ –0.11 0.02 0.26 0.02

Using price data for the year  
ending 31 December 2007

Coles –0.70* –1.72* –0.60* –0.46* –0.56* –0.45*
ALDI –0.67* –4.11* –0.32* –0.18* –1.87* –0.13

Franklins –0.02 0.27 –0.04 –0.17 0.06 –0.18
Metcash-supplied 
independents 

–0.37* –1.11* –0.29* –0.17* 0.01 –0.18*

* Significant at the 5 per cent level. Heteroskedasticity robust standard errors.

Individual coefficients only shown as significant if overall category is significant. Where significant the individual coefficients indicate 
the percentage price differences relative to the baseline of Woolworths stores without the competing store within 5 km.

^ denotes that individual coefficient is statistically insignificant at the 5 per cent level but that the overall factor of the distance to the 
nearest store of this type is statistically significant at the 5 per cent level.
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Table D.13   Estimated effects of a competing supermarket within 1 km on Coles local store 
pricing: Known value items 

All Products Dry groceries

Dependent variable: APD All KVI Non-KVIs All KVI Non-KVIs

Using price data for the week  
ending 18 May 2008

Woolworths –0.55* –0.66* –0.54* –0.41* –0.38* –0.41*
ALDI –0.55* –1.47* –0.44* –0.21* –0.30* –0.20*
Franklins –0.18 –0.60 –0.14 –0.27* –0.50* –0.26*
Metcash-supplied 
independents –0.08 –0.49 –0.02 0.03 –0.10 0.03

Using price data for the week  
ending 28 October 2007

Woolworths –0.69* –1.02* –0.64* –0.31* –0.39 –0.30*
ALDI –0.79* –2.83* –0.54* –0.24* –1.20* –0.17*
Franklins –0.15 –0.53 –0.12 –0.11 –0.13 –0.11
Metcash-supplied 
independents 0.03 –0.30^ 0.07 –0.00 –0.05 0.00

Using price data for the week  
ending 25 March 2007

Woolworths –0.93* –1.74* –0.83* –0.80* –2.13 –0.72*
ALDI –1.00* –4.28* –0.64* –0.30 –2.06* –0.19
Franklins –0.53^ –1.01^ –0.48^ –0.54^ –1.80^ –0.45^
Metcash-supplied 
independents –0.16 –0.43 –0.13 –0.05 0.02 –0.05

Using price data for the year  
ending 31 December 2007

Woolworths –1.36* –1.67* –1.32* –1.10* –2.10* –1.03*
ALDI –0.81* –2.91* –0.56* –0.25* –1.27* –0.17

Franklins –0.32 –0.65 –0.28 –0.75* –1.21* –0.71*
Metcash-supplied 
independents –0.09 –0.46* –0.05 –0.15 –0.38 –0.13

 * Significant at the 5 per cent level. Heteroskedasticity robust standard errors.

Individual coefficients only shown as significant if overall category is significant. Where significant the individual coefficients indicate 
the percentage price differences relative to the baseline of Coles stores without the competing store within 5 km.

^ denotes that individual coefficient is statistically insignificant at the 5 per cent level but that the overall factor of the distance to the 
nearest store of this type is statistically significant at the 5 per cent level.
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Table D.14   Estimated effects of an ALDI supermarket within 5 km on Woolworths local store 
pricing: Items Woolworths price check with ALDI 

Dependent variable: APD All Products Dry groceries

ALDI store within All

ALDI  
price check 

items

Non-ALDI 
price check 

items All

ALDI price 
check 
items

Non-ALDI 
price check 

items

Using price data for the week  
ending 18 May 2008

Joint significance? Yes No Yes No No No

0–1 km –0.29* –0.02 –0.31* –0.01 –0.05 –0.01

1–3 km –0.16* 0.06 –0.18* 0.02 0.04 0.02
3–5 km –0.02 –0.01 –0.02 0.01 –0.01 0.01

Using price data for the week  
ending 28 October 2007

Joint significance? Yes Yes Yes Yes Yes Yes

0–1 km –0.45* –2.63* –0.32* –0.18* –2.59* –0.06*
1–3 km –0.25* –2.39* –0.13 –0.16* –2.37* –0.05

3–5 km –0.02 –1.48* 0.07 –0.08* –1.42* –0.01

Using price data for the week  
ending 25 March 2007 

Joint significance? Yes Yes Yes Yes Yes No

 0–1 km –0.75* –5.06* –0.50* –0.18* –2.68* –0.05

1–3 km –0.46* –4.61* –0.23* –0.15* –2.47* –0.03

3–5 km –0.19* –2.78* –0.04 –0.09* –1.48* –0.02

Using price data for the year  
ending 31 December 2007

Joint significance? Yes Yes Yes Yes Yes No

0–1 km –0.67* –4.02* –0.49* –0.18* –2.57* –0.06

1–3 km –0.33* –3.65* –0.15 –0.13 –2.34* –0.03

3–5 km –0.13 –2.18* –0.02 –0.10 –1.35* –0.03

 * Significant at the 5 per cent level. Heteroskedasticity robust standard errors.

Individual coefficients only shown as significant if overall category is significant. Where significant the individual coefficients indicate 
the percentage price differences relative to the baseline of Woolworths stores without the competing store within 5 km.
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Table D.15   Estimated effects of an ALDI supermarket within 5 km on Coles local store 
pricing: Items Coles price check with ALDI

Dependent variable: APD All Products Dry groceries

ALDI store within All

ALDI price 
check 
items

Non-ALDI 
price check 

items All

ALDI price 
check 
items

Non-ALDI 
price check 

items

Using price data for the week  
ending 18 May 2008

Joint significance? Yes Yes Yes Yes Yes No

0–1 km –0.55* –3.89* –0.41* –0.21* –4.50* –0.06

1–3 km –0.38* –3.19* –0.26* –0.09 –3.73* 0.04

3–5 km –0.36* –2.85* –0.25* –0.12 –3.36* –0.01
Using price data for the week  
ending 28 October 2007
Joint significance? Yes Yes Yes Yes Yes No

0–1 km –0.79* –5.45* –0.60* –0.24* –6.45* –0.02

1–3 km –0.43* –4.28* –0.27* –0.20* –5.09* –0.02

3–5 km –0.51* –3.74* –0.38* –0.17* –4.25* –0.02
Using price data for the week  
ending 25 March 2007 
Joint significance? Yes Yes Yes No Yes No

0–1 km –1.00* –5.78* –0.84* –0.30 –5.74* –0.10

1–3 km –0.72* –4.84* –0.59* –0.34 –4.67* –0.18

3–5 km –0.58* –4.04* –0.46* –0.29 –3.81* –0.16
Using price data for the year  
ending 31 December 2007

Joint significance? Yes Yes Yes Yes Yes No

0–1 km –0.81* –5.15* –0.65* –0.25* –5.95* –0.04

1–3 km –0.54* –4.25* –0.41* –0.24 –4.98* –0.07

3–5 km –0.65* –3.47* –0.55* –0.36* –4.02* –0.23

 * Significant at the 5 per cent level. Heteroskedasticity robust standard errors.

Individual coefficients only shown as significant if overall category is significant. Where significant the individual coefficients indicate 
the percentage price differences relative to the baseline of Coles stores without the competing store within 5 km.
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Table D.16  Definition of variables

VARIABLE DEFINITION SOURCE

Distance to 
competitors

For a given store, the distance in kilometres to the nearest store 
(>1000 m2) of a particular type. This is coded by dummy variables. 
The dummy variable for 0-1km takes the value of 1 when the distance 
is between 0 and 1 km and takes the value of 0 otherwise. Dummy 
variables 1–3 km and 3–5 km are coded analogously. The baseline is a 
distance greater than 5 km.

MapInfo

Distribution centre Each store is supplied by a particular distribution centre. These 
distribution centres were represented by dummy variables relative to the 
baseline case of the NSW distribution centre.

MSC

CBD/Metro/
Provincial/Rural

Geographic area classification. Coded as dummy variables relative to 
the baseline of rural stores.

MapInfo

Remote stores Dummy variables for groups of stores treated as remote in the analysis. 
For Woolworths this is based on a list supplied by Woolworths. For 
Coles this is based on an ACCC assessment of Coles pricing zones. 
In each case the dummy variable for each remote store group takes 
the value of 1 for that remote store group and takes the value of 0 
otherwise. 

MSC

Tasmania Dummy variable equal to 1 if the store is located in Tasmania and equal 
to 0 otherwise.

Coles

Northern Territory Dummy variable equal to 1 if the store is located in the Northern 
Territory and equal to 0 otherwise.

Coles

Store trading area For Woolworths this is “net trading area in m2”. For Coles this is “Selling  
area (excluding liquor) m2”.

MSC

Opened in previous 
month

This is a dummy variable equal to 1 if the store was opened in the 
month before the start of the time period of analysis and equal to 0 
otherwise.

MSC

Proportion Australian 
born 

Calculated from ABS data as the total persons born in Australia divided  
by the sum of the total persons born in Australia and the total persons  
born elsewhere.

ACCC calculation 
using ABS data

Proportion 65 years 
or older

Calculated from ABS data as the sum of total persons in the age 
groups: 65–74, 75–84 and 85 years and over; divided by total persons.

ACCC calculation 
using ABS data

Persons per sq km Calculated from ABS data as the total persons divided by the area of 
the postal area in square kilometres.

ACCC calculation 
using ABS data

Average household 
size

The number of persons usually resident in occupied private dwellings. ABS

Median household 
income

The median income of occupied private dwellings. ABS

Unemployment rate The number of unemployed persons expressed as a percentage of the 
total labour force.

ABS

Avge motor vehicle/ 
dwelling

Calculated as total number of motor vehicles, excluding motorbikes or 
scooters, divided by the total number of dwellings responding to the 
question. The total number of motor vehicles is derived from ABS data 
by multiplying the number of dwellings with “‘X’ motor vehicles per 
dwelling” by ‘X’ and summing the results. Dwellings with “4 or more” 
motor vehicles were assumed to have “4 motor vehicles”.

ACCC calculation 
using ABS data

Median weekly rent The median weekly rent for an occupied private dwelling being rented. ABS
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VARIABLE DEFINITION SOURCE

Near co-branded 
petrol

For a given store, the distance in kilometres to the nearest co-branded 
petrol station. This is coded by dummy variables. The dummy variable 
for 0–1km takes the value of 1 when the distance is between 0 and 1 
km and takes the value of 0 otherwise. Dummy variables 1–3 km and 
3–5 km are coded analogously. The baseline is a distance greater than 
5 km.

MapInfo

Sources:  MapInfo refers to geographical information sourced under contract from MapInfo. 
ABS refers to ABS 2006 Census of Population and Housing Basic Community Profile Release 2,  
cat no: 2069.0.30.001. 
MSC refers to information supplied by MSCs under s. 95ZK of the Act.
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Appendix E:

The wholesaling industry in Australia
In 1992 there were nine wholesalers that operated throughout Australia, generally on a state-wide basis 
rather than a national basis.1 Currently there is one national wholesaler, Metcash.

A series of transactions, many of which have involved consideration by the ACCC, Federal Court and 
Trade Practices Tribunal (now the Australian Competition Tribunal), have been part of the development 
of Metcash as the only national wholesaler to independent supermarkets. 

In 1992, Davids, a wholesaler of grocery items operating on the east coast of Australia, sought to 
acquire Queensland Independent Wholesalers (QIW). Davids intended the merged QIW/Davids 
Queensland entity to operate in the area serviced separately by QIW and Davids Queensland. The 
Trade Practices Commission (now the ACCC) decided not to intervene, even though acknowledging 
that the decision was ‘finely balanced’. The TPC stated that ‘the indirect competitive effect of 
wholesaling functions performed by major retail chain stores (mainly impacting indirectly through their 
retail prices) could not be ignored.’ The TPC decision triggered intervention by the Attorney-General of 
the Commonwealth2, who decided to seek an injunction restraining Davids from acquiring or offering 
to acquire directly or indirectly any share or assets of QIW, on the basis that each acquisition would 
contravene s. 503 of the Trade Practices Act 1974 (the Act). The matter was considered by Justice 
Spender of the Federal Court.4 He found that the acquisition would breach s. 50.

Justice Spender found that there was a market for the supply of wholesale groceries to independent 
retailers and post-merger, Davids would dominate that market. Justice Spender stated that:

What actually occurred when Davids entered into Australia [sic] in 1986 is instructive. The effect of 
that entry was to significantly lower prices. In an industry where the margins are generally very small, 
the lowering of prices was in the order of 2 to 3 per cent—a dramatic reduction. This experience 
on the evidence is mirrored in the position in Western Australia and I think it right to conclude 
that the margin charged by F.A.L. has resulted in the invitation by some independent retailers to 
Independent Holdings Limited to enter that market.5 

The court declared that the proposed acquisition by Davids as lodged with the Australian Securities 
Commission on 17 June 1992 would be in contravention of s. 50 of the Act. 

1 Jewel Food Stores Group, Independent Holdings, John Lewis Foodservice, Campbells Cash & Carry, QIW, Composite Buyers, AIW, and 
Foodland Association Ltd and Davids Holdings.

2 See further Attorney-General of the Commonwealth v Davids Holdings Pty Ltd & Anor (no. 1) (1993) ATPR 41-210; Attorney-General of the 
Commonwealth v Davids Holdings Pty Ltd & Anor (no. 2) (1993) ATPR 41-211; Attorney-General of the Commonwealth v Davids Holdings 
Pty Ltd & Anor (no. 3) (1993) ATPR 41-212; Attorney-General of the Commonwealth v Davids Holdings Pty Ltd & Anor (no. 4) (1993) 
ATPR 41-213; QIW Retailers Limited v Davids Holdings Pty Limited & Ors; Attorney General of the Commonwealth v Davids Holdings Pty 
Limited & Anor (1993) ATPR 41-226.

3 Section 50, at the time, provided that an acquisition is prohibited if the acquirer ‘would be in a position to dominate the market’.

4 QIW Retailers Limited v Davids Holdings Pty Limited & Ors; Attorney General of the Commonwealth v Davids Holdings Pty Limited & Anor 
(1993) ATPR 41-226.

5 QIW Retailers Limited v Davids Holdings Pty Limited & Ors; Attorney General of the Commonwealth v Davids Holdings Pty Limited & Anor 
(1993) ATPR 41-226, p. 41145.
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The decision was appealed and on 22 April 1994 the Full Federal Court6 upheld the trial court decision 
affirming that:

There was clearly substitution by independent retailers in northern New South Wales and 
Queensland between Davids and QIW as their source of supply.7 

In 1995 Davids sought to acquire Composite Buyers Limited. Composite Buyers Limited was a 
Victorian-based wholesaler to the independent sector. The ACCC authorised the proposed acquisition 
but that decision was appealed by QIW to the Trade Practices Tribunal. The tribunal affirmed the 
ACCC’s decision to authorise the transaction. In the tribunal decision, the market was defined differently 
to the market defined in the Davids-QIW Federal Court cases. The tribunal found that the relevant 
market was not a market for the supply of wholesale groceries to independent stores but a national 
market for the distribution of grocery products to the consuming public via integrated retail chains and 
independent wholesalers supplying independent retailers. The tribunal found that: 

… there is an Australia-wide or national market for the distribution of grocery products to the 
consuming public via integrated retail chains and independent wholesalers supplying independent 
retailers.8 

This decision was critical, in that the key finding was that the major supermarket chains (MSCs) (which 
then included Franklins) constrained Davids, even though the MSCs did not have any significant role 
in the supply of groceries to independent retail stores and did not represent an alternative source of 
supply for independent retailers. The tribunal considered that constraint occurred because if Davids 
attempted to increase the price it supplied independent retail stores, those independent stores would 
then lose sales at the retail level to the MSCs. In this way, the MSCs constrained Davids’ pricing to the 
independent stores. Consequently the tribunal authorised Davids to acquire Composite Buyers Ltd.

In 1996 the ACCC authorised the acquisition of QIW by Davids Holdings. The ACCC adopted the same 
approach as the tribunal in the Davids-Composite Buyers matter in making this decision.

Following this acquisition, with the exception of a minor wholesaler in the Australian Capital Territory 
and Australian Independent Wholesalers (AIW), which was operated by Woolworths, Davids was the 
dominant wholesaler on the east coast of Australia.

In December 1997 Davids sold around 15 per cent of the company to South Africa’s Metro Cash & 
Carry (Metcash). Metcash continued to build up its stake in Davids, eventually holding more than 72 per 
cent of shares. Davids changed its name to Metcash in 2000. 

AIW

In April 2002 Woolworths wholesaling business, AIW, which supplied some independent stores, ceased 
its operations. One of AIW’s key customers had been FoodWorks. When FoodWorks left AIW and 
moved its account to Metcash, the business became untenable for Woolworths. Metcash noted in its 
submission that: 

As a result of a decision by FoodWorks to use Metcash as its primary supplier in 2002, AIW made 
a strategic decision to close its operations and sell its Queensland warehouse to Australian Retail 
Logistix Limited. As FoodWorks was the major customer of AIW, this resulted in significant losses in 
economies of scale that undermined the viability of AIW.9

6 Davids Holdings Pty Limited & Ors v Attorney-General of the Commonwealth & Anor (1994) ATPR 41-304.

7 Davids Holdings Pty Limited & Ors v Attorney-General of the Commonwealth & Anor (1994) ATPR 41-304, p. 42067.

8 Re: QIW application for review of a determination of the trade practices commission dated 29 May 1995 to grant an authorisation to 
Davids Ltd for the proposed acquisition of Composite Buyers Ltd.

9 Metcash, submission no. 181, 11 April 2008, p. 19.
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FAL

Foodland Associated Limited (FAL) had wholesale grocery operations and distribution centres in 
Western Australia and had expanded into Queensland. In Western Australia, FAL provided wholesaling 
services to independent supermarkets in addition to operating its own Action supermarkets. FAL also 
operated Action supermarkets in Queensland and northern New South Wales.

In 2005 FAL, Metcash and Woolworths announced that they had negotiated and agreed to the 
acquisition of FAL’s businesses by Woolworths and Metcash. The proposed transaction would result in 
the acquisition by Metcash of FAL’s franchise and wholesale supply operations and 60 Action stores. It 
also resulted in the acquisition by Woolworths of the FAL New Zealand business and 22 Action stores 
and development sites (16 in Western Australia, five in Queensland and one in northern New South 
Wales). On 27 January 2006 the ACCC indicated that it would not challenge the proposed acquisition 
of FAL, including Action stores, by Metcash.
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Appendix F: 

ACCC public reviews of mergers and acquisitions in 
grocery retailing since 2005 

Since 2005 the ACCC has publicly reviewed 11 transactions resulting in the acquisition of a total of 88 
supermarkets, three development sites and one wholesale grocery business. During the same period, 
the ACCC also assessed two proposed mergers on a confidential basis, involving the acquisition of two 
supermarkets.

Year Acquirer Target No. of supermarkets/ wholesale businesses
2005 Metcash Foodland 82 supermarkets (actually acquired 61)

Foodland’s Western Australia wholesale grocery 
business

Woolworths 22 Foodland stores and 
development sites

19 stores; 3 development sites (actually 
acquired 18 stores and 3 development sites)1

Coles Myer Action supermarket, 
Busselton (WA)

1

Woolworths Eli Foodworks, Hervey Bay 
(Qld)

1

2006 Woolworths Nardi’s Foodworks, 
Bannockburn (Vic)

1

2007 Woolworths Roger and Dale’s IGA, 
Thurgoona (NSW)

1

Woolworths Supa IGA, Capalaba (Qld) 1
Woolworths Festival Jindabyne IGA 

(NSW)
1

2008 Woolworths Mallam’s Spar supermarket 
(NSW)

1

Woolworths Ritchies Super IGA, Kelvin 
Grove (Qld)

1

Woolworths Karabar Superbarn, 
Queanbeyan  
(NSW)

1

1 Woolworth’s had intended to acquire 22 Action stores, but decided not to proceed with the acquisition of the Spearwood store in Western 
Australia. Metcash ultimately acquired the Spearwood store.
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Appendix G:

Matters taken by the ACCC under parts IV and V of the 
Trade Practices Act involving grocery retailers since 1999

Woolworths Limited and Liquorland (Australia) Pty Ltd 1

On 27 June 2003, the ACCC instituted legal proceedings in the Federal Court against Woolworths and 
Liquorland (a wholly owned subsidiary of Coles Group Ltd) for allegedly entering into and giving effect 
to anti-competitive agreements. The ACCC alleged that the conduct arose in circumstances where 
Woolworths and Liquorland objected to certain liquor licence applications by other parties and then 
proposed restrictive agreements with those parties aimed at limiting the extent to which the parties 
would compete with Woolworths and Liquorland, in return for withdrawing their objections.

On 31 May 2005, Liquorland admitted that it had entered into illegal agreements with five applicants for 
liquor licences and was subsequently penalised $4.75 million by the Federal Court. On 30 June 2006, 
the Federal Court found that four agreements entered into by Woolworths with liquor licence applicants 
contravened s. 45 of the Trade Practice s Act 1974 (the Act). On 22 December 2006, the Federal Court 
imposed pecuniary penalties totaling $7 million on Woolworths.

Australian Safeway Stores Pty Ltd 2

On 23 December 1996, the ACCC instituted legal proceedings in the Federal Court against Australian 
Safeway Stores Pty Ltd alleging that the company had a policy of removing a particular baker’s 
products from sale when their products were on special at nearby independent stores. The ACCC 
alleged that the conduct of Safeway in 10 separate incidents involved, amongst other things, price 
fixing and misuse of market power.

On 21 December 2001, following a 92-day trial held in 1999, the Federal Court handed down its 
decision dismissing the ACCC’s proceedings against Safeway.

The ACCC appealed to the Full Federal Court, which on 30 June 2003 unanimously agreed that the 
ACCC had established that Safeway had engaged in price fixing of bread to be sold at the Tip Top 
bakery store located in Preston Market. The majority of the court also found that Safeway had misused 
its market power in four of nine incidents pleaded.

Both the ACCC and Safeway sought special leave of the High Court for appeal of the Full Court 
decision. The High Court declined to entertain an appeal instead returning the matter to the Federal 
Court for determination of the contraventions found by the Full Federal Court. On 31 January 2006, a 
penalty of $8.9 million was imposed on Safeway for fixing the price of bread and misusing its market 
power.

1 ACCC, Woolworths penalised $7 million for anticompetitive liquor deals, media release, 22 December 2006.

2 ACCC, $8.9 million penalty on Safeway for price fixing and misuse of market power in bread market, media release, 31 January 2006.



502 Report of the ACCC inquiry into the competitiveness of retail prices for standard groceries

Woolworths (SA) Pty Ltd, Arnhem Club Incorporated and  
Rhonwood Pty Ltd3

On 11 December 2002, the ACCC instituted legal proceedings in the Federal Court against 
Woolworths, Rhonwood Pty Ltd (trading as the Walkabout Tavern) and the Arnhem Club, alleging 
that they had breached the price-fixing provisions of the Act in the market for takeaway alcohol in 
Nhulunbuy, Northern Territory, by agreeing to stop discounting those products.

On 16 December 2002, Woolworths and the Arnhem Club made court enforceable undertakings to the 
ACCC to donate $300 000 to establish a service to address alcohol-related problems in Nhulunbuy. On 
30 May 2003 the Federal Court made orders against Woolworths SA and the Arnhem Club, including 
restraining them from making or giving effect to arrangements regarding the price of certain takeaway 
alcohol beverages in Nhulunbuy. Woolworths and the Arnhem Club also admitted they had breached 
the price-fixing provisions of the Act and paid the ACCC’s costs.

On 10 March 2004 Walkabout Tavern consented to court orders and gave a court enforceable 
undertaking to provide $85 000 towards alcohol rehabilitation in the Nhulunbuy area.4

Woolworths Ltd5

On 30 October 2001, the ACCC instituted legal proceedings in the Federal Court alleging false, 
misleading and deceptive conduct in Woolworths’ newspaper advertising on the origin of its beef.

On 12 August 2002, the Federal Court ruled that advertisements entitled ‘Beefing up the local 
economy’ published by Woolworths mislead consumers as to the beef sold in some regional 
supermarkets in New South Wales being sourced from cattle in the north west New South Wales and 
New England regions in contravention of s. 53(eb) of the Act.

The Federal Court also declared that Woolworths had engaged in misleading and deceptive conduct 
in contravention of s. 52 of the Act regarding this beef, as well as regarding the grain used to feed the 
cattle.

The ACCC requested corrective advertising and injunctive orders against Woolworths; however, the 
Federal Court declined to grant these orders as the advertising was for a one-off event that occurred 
18 months earlier. The Federal Court considered that, given the time that had passed since the 
advertisements were made, the misleading aspects of the advertisements had diminished. The Federal 
Court was also satisfied that Woolworths did not intend to repeat the advertisements.

3 ACCC, Federal Court makes orders against Woolworths and Arnhem Club over alcohol sales, media release, 30 May 2003.

4 ACCC, Additional $85 000 for alcohol rehabilitation funding following court decision on N.T. price fixing agreement, 10 March 2004.

5 ACCC, Federal Court declares Woolworths beef advertising false and misleading, media release, 21 August 2002.
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Franklins Supermarkets6

In August 2000, the ACCC finalised an investigation into overcharging on GST-free goods by Franklins. 
Franklins had inadvertently charged GST on 17 GST-free goods because of errors in its pricing 
systems; the goods included No Frills Weetbixs, No Frills Orange Juice, No Frills Apple Juice and Peats 
Ridge Natural Water. 

As a result of the intervention, Franklins agreed to a number of remedies and the ACCC decided to take 
no further action. The remedies included full customer refunds, advertisements advising consumers of 
the overcharging, the development of a policy for handling any future GST problems and a three-week 
period in which the products were available at an 11 per cent discount.

Coles Myer Ltd 7

In November 1999, the ACCC concluded an investigation into the accuracy of representations made 
by Coles in relation to its Coles’ Dollar Dazzlers 21st Birthday competition. The investigation followed 
consumer complaints that Coles had misrepresented the true value of the FlyBuys prizes offered as 
part of the competition. Following the ACCC’s investigation Coles wrote to all 21 winners of FlyBuys 
points to apologies for the mistake and to provide each winner with an additional 399 000 points to 
bring the value of each prize to the worth stated on the competition entry form, $4200. The valuation of 
other prizes on offer was not at issue.

Coles also put into place new checking and accountability procedures for the running of competitions.

6 ACCC, Franklins Supermarkets, media release, 3 August 2000.

7 ACCC, Coles corrects Dollar Dazzlers Competition, media release, 16 November 1999.
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Appendix H: 

Collective bargaining 

What is collective bargaining?

Collective bargaining refers to an arrangement where two or more competitors in an industry come 
together to negotiate terms and conditions (which can include price) with a supplier or a customer. 
Collective bargaining arrangements will ordinarily raise concerns under the Trade Practices Act 1974 
(the Act) as they involve agreements between competitors, often relating to price.

However, in some circumstances collective bargaining arrangements may produce public benefits. 
The Act therefore allows immunity from legal action to be granted to parties to engage in collective 
bargaining when in the public interest.

In particular, it is recognised that small businesses face challenges when negotiating with larger 
businesses. At times, small businesses may feel that they have little or no bargaining power in their 
dealings with big business and little influence on terms and conditions, including prices.

It has been recognised that small businesses are often more likely to be heard on terms and conditions 
if they join together with other small businesses to collectively negotiate with a larger business, rather 
than one on one.

Immunity from the Act for collective bargaining arrangements can be obtained through an authorisation 
granted by the ACCC or through lodging a collective bargaining notification. 

Authorisation

The ACCC may authorise businesses to engage in anti-competitive arrangements or conduct when it is 
satisfied that the public benefit from the arrangements or conduct outweighs any public detriment.

The ACCC conducts a comprehensive public consultation process, inviting interested parties to 
comment on the merits of the application before making a decision to grant or deny authorisation.

Before issuing a final decision, the ACCC must issue a draft decision stating whether or not it proposes 
to grant authorisation, setting out reasons for its proposed decision. The applicant(s) and interested 
parties will then be invited to respond to the draft determination either with further submissions or by 
calling a pre-decision conference. Following careful consideration of the further information provided by 
the applicant(s) and interested parties, the ACCC will then issue a final determination which may grant 
authorisation, grant authorisation subject to certain conditions or deny authorisation.

Amendments to the Act, which came into effect on 1 January 2007, placed a six-month time limit on 
the ACCC’s consideration of applications for authorisation and enable the ACCC to waive, in whole or 
in part, the lodgment fees for non-merger authorisations.

Streamlined collective bargaining authorisation process

In 2006 the ACCC introduced a streamlined authorisation process for collective bargaining by small 
businesses. Under this process, the ACCC undertakes to issue a draft determination within 28 days of 



506 Report of the ACCC inquiry into the competitiveness of retail prices for standard groceries

receiving an application for authorisation and issue a final determination within three months of receiving 
the application.

For further information about the expedited authorisation process for collective bargaining 
arrangements, please consult the ACCC’s short guide, Streamlined collective bargaining processes for 
small businesses: more timely decisions/greater certainty of outcomes. 

For further information about the authorisation process, please consult the ACCC’s Guide to 
authorisation.

Collective bargaining notification process

In 2007 the Act was amended to provide an expedited process for small businesses to obtain immunity 
from legal action under the Act for collective bargaining arrangements by lodging a collective bargaining 
notification with the ACCC.  

The immunity provided by a collective bargaining notification commences automatically 281 days after 
the notification is lodged and lasts for three years. The ACCC is able to remove the protection from 
legal action at any time if it is satisfied that the proposed collective bargaining arrangement is not in the 
public interest.  

A collective bargaining notification can be lodged by a business within a collective bargaining group, 
or a nominated representative which is not a member of the collective bargaining group—for example, 
an industry association. However all members of the group must be identified at the time a notification 
is lodged and must reasonably expect to enter into a contract with the target where the value of the 
transactions under the collective arrangement are under $3 million per annum.2

Upon receiving a valid collective bargaining notification the ACCC will contact interested parties, 
including the target, and invite submissions on the proposed arrangements.  

The ACCC will then assess the proposed collective bargaining arrangement, weighing the public benefit 
likely to result from the arrangement against the potential public detriment. If the ACCC is satisfied that 
the public benefit will not outweigh the public detriment, it can remove the immunity provided by the 
notification.

For more information about collective bargaining notifications, please consult the ACCC’s Guide to 
collective bargaining notifications.

ACCC assessment of collective bargaining arrangements

While each proposal raises its own issues, there are public benefit and public detriment arguments 
common to many collective bargaining arrangements. The main public benefit arguments considered 
by the ACCC in its past consideration of collective bargaining arrangements are:

increased input into contracts—providing a mechanism through which small businesses can  •
provide greater input into their contracts, leading to improved efficiencies

1 After 31 December 2008 immunity from a collective bargaining notification will commence after 14 days.

2 The threshold amount has been varied for certain industries. For example the threshold for primary production is $5 million per annum.
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transaction cost savings—where the cost of negotiations, for both the members of the collective  •
bargaining group and the supplier or customer with whom they propose to negotiate, may be 
reduced

improvements in information—providing a framework in which the flow of relevant information to  •
both sides of the negotiation table is improved, leading to better informed decisions being made

facilitation of market dynamics—enhancing the ability of the member of the collective bargaining  •
group to supply new markets or increasing competition in their existing market.

In addition, when assessing the merits of any application the ACCC looks at various factors which may 
mitigate any detriment created as a result of the arrangements. These factors may include:

the voluntary nature of the arrangements—the ACCC considers that voluntary participation by both  •
members of the collective bargaining group and the target, whereby parties may exit the process at 
any time, will usually limit the detriment

support of the target—while not necessary, a supportive target is usually more likely to facilitate  •
productive and mutually beneficial outcomes and increase the likelihood of public benefits arising

limited coverage—limiting such things as the number of participants in the group, the geographic  •
area over which they trade or the number of targets with whom a collective bargaining group 
proposes to negotiate is likely to reduce the level of anti-competitive detriment

absence of collective boycotts—the absence of features such as proposals to collectively withdraw  •
goods or services.

Recent collective bargaining authorisations and notifications

Chicken meat growers

On 9 April 1997 the ACCC granted authorisation A90595 to Inghams Enterprises South Australian 
chicken meat growers to collectively negotiate the terms and conditions of growing agreements with 
Inghams. On 22 January 2003 the ACCC reauthorised the arrangements, subject to conditions, until  
12 February 2008.

Subsequently, the ACCC has authorised a number of collective bargaining arrangements involving 
chicken meat growers in various states, including:

Collective bargaining by Tasmanian chicken meat growers with Inghams. On 17 March 1999 the  •
ACCC granted authorisation until 31 December 2004. On 19 May 2004 the ACCC reauthorised the 
arrangements for a further five years.

Collective bargaining by South Australian chicken meat growers with Steggles Limited (now fully  •
owned by Bartter) was authorised for five years on 20 May 1998 (A30183).

Collective bargaining by Victorian chicken meat growers with various processors was granted  •
authorisation for five years on 3 March 2005 (A90901–A90905).

Premium Milk Ltd—A90745

On 12 December 2001 the ACCC granted authorisation allowing Premium Milk Supply Pty Ltd to 
collectively bargain farm gate prices and milk standards in negotiations with Pauls Limited until 1 July 
2005. On 9 November 2005 the arrangements were reauthorised until 1 December 2010.
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Australian Dairy Farmers Federation—A90782

On 12 March 2002 the ACCC authorised dairy farmers to collectively bargain with dairy processors. 
The application was lodged by the Australian Dairy Farmers Federation (ADFF) on behalf of dairy 
farmers Australia wide. Authorisation was granted until 1 July 2005 subject to a number of conditions, 
including conditions limiting the size and scope of individual bargaining groups. On 26 April 2006 the 
ACCC reauthorised the arrangements for a further five years.

Milk Vendors Association (SA) Inc.—A90927

On 27 April 2005 the ACCC authorised the Milk Vendors Association (SA) Inc, to collectively bargain on 
behalf of its members with National Foods Milk Ltd and Dairy Vale Foods Ltd (Dairy Farmers) regarding 
the terms and conditions of distribution contracts and dispute resolution services. Authorisation 
was granted until 19 May 2010 subject to conditions limiting common representation and sharing of 
information between individual bargaining groups.   

Dairy WA Limited—A90961-2

On 20 February 2006 the ACCC denied authorisation for Dairy WA Limited to establish a milk 
negotiating agency which would collectively bargain on behalf of dairy farmers the terms and conditions 
(including price) of supply and delivery of raw milk with processors and/or retailers. Having considered 
the information provided to it, the ACCC concluded that, if authorised, the arrangements could damage 
competition and industry participants, including dairy farmers themselves. 

Tasmanian Farmers and Graziers Association—A90914

On 17 November 2004 the ACCC authorised the TFGA’s vegetable grower members to collectively 
bargain, through grower representatives on their various commodity group boards, terms and 
conditions of growing contracts with the processors to whom they supply, namely McCain Foods (Aust) 
Pty Ltd and Simplot Australia Pty Ltd. Negotiation was to occur on a commodity group by commodity 
group basis. Authorisation was granted until 2 December 2009.

Victorian Potato Growers Council—A91048

On 27 June 2007 the ACCC granted authorisation to the VPGC to collectively negotiate on behalf of 
its current and future members the terms and conditions of contracts between VPGC members and 
Snackbrands Australia (Arnott’s Snackfoods), McCain Foods, Smiths Snackfoods, Elders Limited and 
unidentified buyers of potatoes in the future. Authorisation was granted until 31 July 2012.

South East Potato Growers Association—A91057

On 29 August 2007 the ACCC granted authorisation to SEPGA to collectively negotiate on behalf of 
its current and future members the terms and conditions of contracts between SEPGA members and 
McCain Foods and Safries. Authorisation was granted until 20 September 2012.

Victorian Farmers Federation Victoria—A91064

On 12 December 2007 the ACCC authorised to VFF Sunraysia, and its present and future dried fruit 
grower members, to collectively negotiate terms and conditions (including price) of dried vine fruit with 
present and future dried vine fruit processors. Authorisation was granted until 3 January 2012. 
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Nelson Enterprises—CB00001 and CB00002

On 23 August 2007 the ACCC released an assessment document not objecting to the notifications 
lodged by Nelson Enterprises. Protection afforded by the notifications allows three Queensland citrus 
growers to collectively negotiate the price and quantity of their supply of citrus fruit to Woolworths 
Limited and IGA Distribution Limited. Immunity for the notified arrangements commenced on 28 August 
2007 and will cease on 31 July 2010.

CSR Ltd—A90733 

On 11 July 2001 the ACCC authorised CSR and sugar cane growers to collectively negotiate cane 
supply and expansion agreements at CSR’s Invicta and Pioneer Sugar Mills in North Queensland for 
five years. Authorisation was granted until 31 July 2006.

Non-collective bargaining authorisations and notifications concerning 
grocery products 

National Foods Milk Limited and Australian Co-operative Foods Limited (trading as Dairy 
Farmers)—A91051-3 

On 13 September 2007 the ACCC authorised National Foods Limited and Australian Co-operative 
Foods Limited trading as Dairy Farmers to jointly tender out their raw milk transportation requirements 
in certain regions of South Australia. Authorisation was granted until 31 December 2014.

AWB Ltd joint venture with GrainCorp Operations Ltd—A30233-5

On 15 April 2005 the ACCC authorised GrainCorp Operations Limited, AWB Limited and Export Grain 
Logistics Pty Ltd to create a joint venture to manage and coordinate the movement of their export 
grain in Queensland, New South Wales and Victoria. Authorisation was granted until 31 December 
2009 on condition that within three months the applicants implement measures to protect confidential 
information provided to the joint venture by third parties.

Woolworths Limited third line forcing notification—N93206

On 6 November 2007, Woolworths lodged a notification for conduct that may be characterised as:

an offer by Woolworths to fresh produce suppliers of a right to earn a revenue stream on the  •
condition that the suppliers hire plastic crates from CHEP Australia Limited

a refusal by Woolworths to supply a revenue stream to fresh produce suppliers for the reason that  •
the suppliers will not hire plastic crates from CHEP.

Immunity in respect of the notified conduct came into effect 14 days after the notification was lodged.

Australian National Retailers Association—A91093

On 30 June 2008 the Australian National Retailers Association (ANRA) lodged an application seeking 
authorisation to conduct a pilot program, supported by the Victorian government, which will run for 
four weeks commencing in August 2008. Under the program, Woolworths, Coles and IGA retailers 
will collectively impose a charge of 10 cents per bag for lightweight plastic bags. A number of other 
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retailers, including FoodWorks, Target and Kmart, may also participate in the pilot program. The 
conduct will occur in three locations in Victoria: Fountain Gate Shopping Centre in Narre Warren and 
surrounds; Wangaratta and surrounds; and Warrnambool and surrounds.

ANRA is also seeking authorisation to allow for the dissemination of information and data obtained from 
the pilot program to ANRA and its members, any other retailers that participate in the pilot program, the 
Victorian government and the Environment Protection and Heritage Council.

On 17 July 2008, the ACCC issued a draft determination proposing to grant authorisation in respect of 
ANRA’s application until 30 November 2008. The ACCC also decided to grant interim authorisation, to 
commence from 1 August 2008.
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Appendix I: 

The traditional concept of buyer power—monopsony power
In the economic literature, the first conception of buyer power is buyer market power, which is the 
‘classic textbook’ definition of ‘monopsony’ (or ‘oligoposony’) market power.1

In the typical characterisation2 of the monopsony power framework, buyer power is analysed as 
occurring in the context of a market relationship between buyers and sellers of a particular good or 
service. Trading of the good or service takes place in a single market context—that is, all sellers sell 
into, and all buyers buy from, a single market at a market price.3 A single (monopsony) buyer, or a small 
number of concentrated (oligopsony) buyers, has market power in the purchase of the good or service. 
The buyer (or buyers, in the case of oligopsony) is able to exercise market power as a buyer, through its 
concentration on the demand-side of the market interface, against the sellers on the supply-side. The 
single buyer is, by virtue of this market power as a buyer, able to affect the price/conditions on which it 
buys inputs from the sellers in the market. 

The buyer will typically (by virtue of it being a single buyer) face an upward-sloping supply curve. It will 
therefore be able to exercise its buyer market power by reducing the quantity of the item purchased—
that is, withholding demand for the item—and thereby decreasing the price it pays for the item.

It is in this context and framework that buyer market power has been described as being ‘the ability to 
profitably set wages (or any input prices) below competitive levels’.4 It has further been said that such a 
concept of buyer power as monopsony power is ‘simply the flip side of monopoly … in both situations, 
a single firm recognizes that its actions affect the market price’.5

Implications of monopsony power as a model of buyer power

There are a number of implications that arise from a monopsony power conception of buyer power in a 
market context.  

Firstly, in this context a powerful buyer facing a number of less powerful sellers in a market framework 
can influence the price of the item in its favour. The powerful buyer, facing an upward-sloping supply 
curve, does this by withholding (decreasing) demand for the item. The decrease in the market quantity 
traded in the item brings about a restriction in the market price of the item.  

Secondly, because (in this framework) trade in the item occurs in a market context, a reduction in price 
through a reduction in demand decreases the market price for all units traded of the good or service—
that is, for all buyers and sellers of the item—and not just for the units purchased by the powerful buyer 
which withholds demand. For instance, in a market where there is one powerful buyer and a number 

1 Monopsony in the economic literature refers to where there is a single buyer in a market, who thereby has buyer market power 
(monopsony power). Oligopsony refers to where there are a small number of buyers in a market, one or more of which has buyer market 
power (oligopsony market). In this appendix hereafter, monopsony power and oligopsony power are jointly referred to as monopsony 
power, for the sake of ease of exposition. All references to monopsony power can therefore be understood as also applying conceptually 
to oligopsony situations. 

2 See, for example, D Carlton and J Perloff, Modern Industrial Organization, Scott Foresman, Glenview IL, 1989.

3 This is in contrast to the series of many individual bilateral relationships that characterise the bilateral relationships view that is outlined in 
chapter 14 and which, in the ACCC’s view, better characterises grocery supply in Australia.

4 Ibid, p. 116.

5 Ibid, p. 114.
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of other smaller buyers (who don’t have market power) who jointly purchase from a number of small 
sellers, if the powerful buyer decreases demand, this will decrease the market price faced by all buyers, 
including the other smaller buyers who themselves do not have market power.

Limitations of monopsony power as a model of buyer power

A monopsony power concept of buyer power can be useful when considering and analysing the 
interaction of a number of suppliers and a single buyer (or small number of large buyers) that interact in 
a wholesale market situation.

There are, however, several important limitations to the use of monopsony power as an analytical model 
of buyer power in grocery retail.  

Firstly, the monopsony power model is underpinned by the assumption that trade takes place 
in a wholesale market framework resulting in a single trading price. It is not clear, however, that 
this adequately describes the structure of the upstream supply chain in the grocery retail market. 
Observation of this market bears out that many or most supplies to grocery retailers are purchased 
in the context of a range of bilateral one-on-one relationships between the suppliers and the buyers 
(that is, the grocery retailers), and that few grocery supplies are traded in wholesale commodity-style 
markets at single trading market prices.

Secondly, the monopsony power model implies that the principal means by which a buyer can drive 
down upstream prices is by withholding demand—that is, by purchasing lesser quantities of the input. 
The implication is that an exercise of buyer power would be observed in the market as a reduction 
in both the price and the quantity traded. However, empirical observation of grocery supply markets 
tends to show that, although input prices may be lower as a result of buyer market power, this is often 
not accompanied by any reduction in the quantity of the product traded. Rather, lower input prices are 
often accompanied by no reduction in input quantities traded. The monopsony power model of buyer 
power therefore is often not supported by the empirical observations.

Monopsony power can be a powerful tool for analysing buyer power where there are a number of 
sellers and one single buyer (or at least one powerful buyer) and trading occurs in a market environment 
and at a unified market price. There are, however, quite strong limitations to the applicability of the 
monopsony power model in the analysis of buyer power in many or most upstream market in grocery 
retail industry, as many of these markets are not well described by the single market interface model, 
either in terms of the structural characteristics of the markets or in terms of the empirical results that 
such a model would predict and the empirical results that are actually observed. 

Conclusion

Bargaining power is probably the better way to analyse buyer power in supplier-retailer relationships in 
the grocery industry

A bilateral bargaining power conception of buyer power is likely to be more appropriate for most retail 
buyer-seller relationships than a wholesale market monopsony power model of buyer power. Firstly, 
most retail supply more closely resembles a series of bilateral relationships rather than unified wholesale 
markets and, secondly, a bilateral bargaining framework more closely fits the empirical observation that 
lower retail input prices are not necessarily accompanied by lower quantities traded.

This inquiry therefore adopts, in most instances, a bilateral bargaining power model to analyse buyer 
power in grocery retail. 
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A simple theoretical bargaining model

The bargaining model of buyer power is best illustrated by means of a simple example—a very 
simple, stylised bargaining setting.

Two parties, the seller, S, and the buyer, B, are negotiating over the sale price of an item.6 If the deal 
is completed, the mutual benefit from the trade gives rise to a joint gross surplus (or profit) that S 
and B can jointly realise. This joint gross surplus has the value Z.

The question is: how will S and B divide this joint surplus Z between them? The key concept in the 
economic theory of bargaining is the notion of the ‘outside option’ pay-off, or the value of the next 
best alternative outcome that each party, S and B, can achieve if they walk away from the deal—for 
example, by finding the best alternative buyer or seller. The value of these outside walk away options 
can be regarded as the minimum that the respective parties will accept in bargaining between S  
and B.

To continue with the simple stylised example, let the values of these best outside options be VS and 
VB for S and B, respectively. This means that the joint net profit from the deal, shared between S and 
B, will be Z-VS-VB.  

The amount of this joint net profit that each party will receive will be determined by way of 
negotiation between them. The relative bargaining power of each party, S and B, will significantly 
determine this outcome. 

If S and B share the joint net surplus equally,7

- S will receive the value VS+0.5(Z-VS-VB) = 0.5(Z+VS-VB)

- B will receive VB+0.5(Z-VS-VB) = 0.5(Z+VB-VS).

Further, if one of the parties has greater relative bargaining power, then that party will be able to 
capture a commensurately greater share of the joint net surplus.

6  7 

6 This example closely follows the similar example provided in R Inderst and N Mazzarotto, ‘Buyer power in distribution’, chapter in ABA 
Antitrust Section Handbook, Issues in Competition Law and Policy, W.D. Collins, forthcoming.

7 This is technically known in economic theory as the symmetric Nash Bargaining Solution.  See for example KG Binmore, A Rubinstein and 
A Wolinsky, ‘The Nash bargaining solution and economic modelling’, Rand Journal of Economics, vol. 17, 1986, pp. 176–88.
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Appendix J: 

Shopper docket arrangements notified to the ACCC  

Types of shopper docket arrangements

Since their introduction in 1996, shopper docket arrangements have evolved from requiring a minimum 
purchase of groceries from a particular supermarket to a variety of other arrangements as described 
below:

Grocery—discounted petrol may be tied to the purchase of a minimum amount of groceries from  •
a specific supermarket or a specific supermarket chain or any supermarket or supermarket chain. 
Any of these arrangements may involve the major supermarket chains or independent stores or 
both. For example, in 1997 a number of notifications were lodged by individual service stations that 
offered to provide a discount on petrol when presented with a docket from any supermarket.

Grocery plus—an additional discount on petrol may be tied to the purchase of a minimum amount  •
of groceries and, for example, the use of a particular credit card to pay for the petrol or the 
presentation of a docket from a liquor outlet associated with the supermarket (or supermarket 
chain) from which the groceries must be purchased. This category also includes arrangements 
whereby the fuel voucher obtained as a result of a grocery purchase may be redeemed for a benefit 
other than a fuel discount, such as FlyBuys points. It is common for these types of arrangements to 
only be offered for a short time as an addition to an existing grocery arrangement.

Other retailers—discounted petrol may be tied to the purchase of a good or service from a  •
particular retailer (other than a supermarket) or retail location. For example, notifications have 
been lodged concerning initial purchases from video stores, butchers, hotels, automotive repair 
shops, greengrocers, hotels and building societies. The more comprehensive schemes involving 
independent service stations, such as the Servo Savers scheme, also generally involve other 
retailers.

Petrol companies—a discount on petrol may be tied to the purchase of another good or service  •
at the service station. For example, notifications have been lodged concerning the purchase of a 
carwash or the purchase of items from the on-site convenience store.

Notifications

The first shopper docket notifications were lodged in 1996 by Australian Independent Retailers Pty 
Ltd (AIR) and related to Woolworths’ entry into petrol retailing.1 The arrangements concerned the 
offer by AIR of discounted petrol to customers buying at least $30 of groceries or other products 
from Woolworths and Safeway supermarkets and Big W stores. In 2001 AIR and Woolworths lodged 
a further two notifications concerning the offer of discount petrol to customers buying a nominated 
product or products of not less than a nominated value from Woolworths and Safeway supermarkets 
and Big W stores.

Coles first notified its shopper docket arrangements in 2003 when Eureka Operations Pty Ltd2 (Eureka) 
proposed to provide a discount in relation to the supply of petroleum products on condition that the 

1 AIR is a wholly owned subsidiary of Woolworths Limited.

2 Eureka is a wholly owned subsidiary of CML and trades as Coles Express.
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customer has acquired goods of a specified value from Coles Supermarkets, BI-LO or Liquorland. 

Coles and Woolworths have lodged additional notifications concerning extensions to their existing 
shopper docket arrangements. For example:

In 2005 Coles notified an extension to its existing shopper docket arrangement to include an  •
additional discount for customers who pay for petrol with a MasterCard. Coles also notified a further 
extension to its existing shopper docket arrangement to offer members of the FlyBuys program a 
discount on petrol on condition that they redeem a specified number of loyalty reward points from 
FlyBuys.

In 2005 Woolworths notified a month-long extension to its existing shopper docket arrangement to  •
include an additional discount for customers who pay for petrol with a Visa card. 

In 2006 Woolworths and AIR notified an extension to their existing shopper docket arrangement to  •
include the offer of an additional discount on petrol to customers who have bought products of not 
less than a specified value from Dick Smith Electronics, Tandy or Dick Smith Powerhouse stores. In 
2006 AIR also notified a further extension to Woolworths’ shopper docket arrangement to include 
the offer of a discount on petrol to customers who buy products not less than a specified value 
from Calstores (or Caltex site operators).

Since 1996, the ACCC has received over 900 notifications concerning petrol shopper docket 
arrangements. Chart J.1 shows the number of notifications lodged each year since 1996 (as of 31 May 
2008).

Chart J.1  Number of notifications lodged: 1996–2008
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