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Supermarket sale set to spark chain reaction

Independents are fighting back against
the two major players in the grocery
wars, writes Stephen McMahon

HE $60 billion grocery and
liquor retail sector is a ruth-
less bartlefield. The big rwo —
Cales Myer and Woolworths
— dominate the fight for market
share, but independent retailers ane
staging a belated fight-back.

Fred Harrison, chief executive
of Ritchies 1GA and ¢ af
the national board of Independent
Grocers of Australia (IGA), is lead-
ing the i endents’ charge for a
langgu shmf the mnﬂ&:'[‘.]g

This week's $3.3 hillion carve-
up of Foodland Associated
between Woolworths and whole-
sale giant Metcash, which is also
the company behind the 1GA

supermarket network, was a big
wictory for the retailing giant.

On the flip side, Harrison has
identified potential savings from
combining the Metcash and
Foodland back-office and sales
operations, increased negotiating
power with suppliers and bigger
marketing thrust as major benefits
for the independent sector,

“People are saying this is a
great win for Woolworths — and it
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lish itself as a viable *
in grocery retailing.

In this week's deal, Metcash
gained 60 of Foodland's Action
supermarkets around the country,
about 250 franchised operations in
Western Australia under the Dew-
sons, Foodland and Supa Valu
‘brands and a distribution oper-
ation supplying about 450 grocery
stores and cormer shops.

Harrison believes Woolworths
decision to move into the NZ mar-
ket will in the long term make it a
potential takeover target for global
supermarket chains such as US
glant Wal-Mart.,

"As the chains are now going
into what were traditionally inde-
pendent sites, if you look at it from
an international perspective the
same thing is now hi ning,” he
said. "Th';swdd plagem- Eu'nn[-
ing to come (to Australia) just as
Woaolworths are now wanting to go
into country towns.

There are 5206 independent
outlets nationwide and Harrison is
bullish that the indl!pcndem an
carve out a I'Im
the next few years. He pledln:ls

third force”

up to 30 per cent of the market
shale
“Whilst the arrow for indepen-
dcm n-nllrrs has been pointing in
tion for a number

is from a New Zealand persp
— but it is a massive win for inde-
pende-nls in Australia. Because all

of a sudden Metcash are now the
voice of independents actoss the
country,” he said.

“By having one independent

wholesaler across the country we
are in a position to neg better

of years, LEm has been a stabilis-
ation and even growth in the
I.mlcpendem sector in the last few
years,” he said.

For Harrison's dream to come
to fruition, there will have to be
musch mare consalidation within

buying power, better mnges, better
terms, quicker access to new lines
in the market. This is a hu,ge win
for independent retailers.

&We are providing the chains with a dose of their
own medicine by taking them on head-to-head. ¥

FRED HARRISOM, Ritchies IGA chlef executive

Harrison believes that over time
it will produce savings of between
0.5 and 0.75 per cent on bottom-
line costs for retailers — vital in
mhng on the big chains.

“We need to get more. SYDETEies
10 help our retail

the indep SeTion.

In a telling move eadier this
manth, Ritchies 1GA agreed 1o sell
a 26 per cent stake In the company
o Metcash. This will provide
greater metry between the two
and a nimvnee%ed cash injection
for Ritchies” expansion 3

Industry sources said the deal
was worth moge than $34 million,
Harrison refused to confirm the
sale price, but said it would allge
back into the business, with plans
o revamp existing outlets and
open 25 new outlets within three
years at the top of the agenda,

R.u:tu!s is now the

in the markelpﬁwcso that we can
be at the pointy end of the busi-
ness — offering more aggressive
specials and selling certain prod-
ucts btluw cost from time to

time," he said. “That is what Wool-
worths is doing now, especially in
the liquor sector, We must be able
10 compete on pricing.”

Between them, Woolworths and
Coles have 76 per cent of Aus-
tralia’s supermarket trade,

Met with its KGA network,
which is now in all states and ter-
ritories except Tasmania and
MNorthern Territory, and a few
smialler chains such as Franklins
and Aldi make up the balance,

a bit more than 17 per
eent, IGA has just enough 1o estab-

dent retall operator
intl coum.ry with 38 stores,
predominantly in Victoria. Last
yearits sales t $500 million.

Harrison's decision to challenge
the decade-long retailing domi-
nance of Coles and Woolworths in
Griffith, NSW s a sign he is back-
ing up his words with action.

“Wie are providing the chains
with a dose of their own medicine
by taking them on head-to-head,”
he said, “Traditionally . . . an inde-

it would never gone
into & chain domicile and taken
them on, but here the boot is now
on Ihz ather foor.”

A growing number of second-
tier shopping centre developers are
also now looking much mone
favourably on tenders for anchor

Griffith Central Press Releases

tenant locations from

$18 million ff

retailers, In the past year, Ritchies
1GA has twice been chosen by the
developer as the preferred anchor
tenant over rival bids from Coles
Myer's Bi-Lo brand at greenfield
sites in Rowville and Balnarring.
These successes have
embaoldened several bigger inde-
pendent retailers within the 1GA
group, which are studying the Rit-
chies and Metcash deal with an
eye to replicating it in their aneas.
In a further effort to counter
growing dominance of the
chains, 1GA this week launched an

“Local Heroes", 1GA's first national
marketing campaign, highlights the
independents' closeness 1o their
communities and ability o meet
local demand as lis point of differ-
ence in the battle against the
chains,

“The brands are brilliant at
marketing themselves,” Harrison
sabd

“Woolworths in particular have
done a brilliant job — and got the
jump over Coles — branding their
business, particulardy in liquor
with Dan Murphy's in this state.

We need to market ourselves to
our target audience and build our
'hmnd and our profile.

I-n:ﬁe part of the public are
comfortable with the brands (Coles
and Woolworths) but equally there
are a proportion of the public who
feel they don't want to ina
igg m.:y:oluh and want sl:nbﬁ
associated with the local commu-
nity. It is not 75 per cent of
pablic, but it doesn't have 1o be.”

In an effort to strengthen com-
‘munity ties, Ritchies has developed
a community benefit card that
allows customers 10 nominate a

Ritchies 1GA chief
executive Fred
Harrison is
leading the
independents’
fight-back fora
bigger share of
the market.
Picture: Michael
Clayton-Jones

charity or local school or sporting
organisation and Ritchies will
donate 1 per cent of their weekly
shopping bill to their chosen

o

.

Since its inception, it has
donated $13.7 million to more
than 3500 organisations or chari-
ties,

This loyalty combined with the
growth of the 1GA group's “one
company approach” will be vital if
independent retailers are 1o coun-
ter the big two in the barte for
market share In this very lucrative
SEClor,
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UK expats
lose bid for
pension rise

By PETER WEEKES

BRITAIN will cominue to deny
indexed pensions to about
236,400 expats living in Australia
following an unsuccessful appeal
to the House of 5.

The ruling brings to an end a
seven-year legal battle waged by
British pensioners living over-
seas, Including in Australia,
where the British pension is not
adjusted 1o allow for increases in
the cost of living,

British expat pensioners liv-
ing in Turkey, the Philippines,
the US, Israel and European
Unlon countries receive regular
inflation adjustments, courtesy
of bilaterml agreements. The Aus-
tralian Government has lobbied
to extend this here, without suc-
cess. The British Government
has said it cannot fund the esti-
mated £400 million (SA960 mil-
lion) a year required to index all
British pensions,

Pensioner Annette Carson,
64, from South Africa was selec-
ted by campaigners as the test
case, representing about 555,000
pensioners in mainly Common-
‘wealth countries that have been
denied indexation,

 No justification remains for
paying some less than others
and less than UK residents.y

LORD CARSWELL

Lord Carswell, who dissented
from the four-to-one ruling, sakd
he ave upheld the
because “it has the appearnce
rather of selection of a con-
vendent target for saving money”.

According to the Daily Tele-

graph, he went on to say: “Once
it is accepted that pensions
should be paid to contributing
pensioners resident abroad, then
no justification remains for pay-
ing some less than others and
less than UK residents.”

The chairman of British Pen-
sions in Australia, Jim Tilley, who
spearheaded the Australian cam-
paign could not be contacted
yesterday, The federal Minister
for Family and Community Ser-
vices, Kay Pauersnn. eriticised
the ruling as “both unfair and
djscer!nmnry‘

“These people have contrib-
uted over many years 1o earn
their pension rights,” she said.
“They have contributed on the
same basis as people living in the
UK, former residents ums in all
the European Union countries
and other selected countries
such as the United States, Ismel
or the Philippines. Yet they ane
denied the same benefits.

“I will continue to pursue this
matter with the UK Government
on behalf of all UK pensioners in
Australia,”



