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___________________________________________________________________________ 

1. Introduction 

On 19 October 2005, the Australian Competition and Consumer Commission (‘the 
ACCC’) announced that it had formed the view that the proposed acquisition of 22 
Action stores and development sites by Woolworths would not have the effect, or be 
likely to have the effect, of substantially lessening competition in the relevant 
markets, specifically, local supermarket markets, procurement markets and the 
national wholesale market in contravention of section 50 of the Trade Practices Act 
1974 (‘the Act’). 

The ACCC made its decision on the basis of the information provided by the parties 
and information arising from its market inquiries.  This Public Competition 
Assessment outlines the basis on which the ACCC has reached its decision on the 
proposed transaction, subject to confidentiality considerations. 

 

2.  Public Competition Assessment 

To provide an enhanced level of transparency and procedural fairness in its decision 
making process, the ACCC issues a Public Competition Assessment for all transaction 
proposals where: 

• a merger is rejected; 

• a merger is subject to enforceable undertakings; 

• the merger parties seek such disclosure; or, 

• a merger is approved but raises important issues that the ACCC considers should 
be made public. 

In this case, the ACCC considers this acquisition raises important issues that it 
believes should be made public. 
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By issuing Public Competition Assessments, the ACCC aims to provide the market 
with a better understanding of the ACCC's analysis of various markets and the 
associated merger and competition issues. It also alerts the market to the 
circumstances where the ACCC’s assessment of the competition conditions in 
particular markets is changing, or likely to change, because of developments.  

Each Public Competition Assessment is specific to the particular transaction under 
review by the ACCC. While some transaction proposals may involve the same or 
related markets, it should not be assumed that the analysis and decision outlined in 
one Public Competition Assessment will be conclusive of the ACCC’s view in respect 
of other transaction proposals, as each matter will be considered on its own merits.  

Many of the ACCC’s decisions will involve consideration of both non-confidential 
and confidential information provided by the merger parties and market participants. 
In order to maintain the confidentiality of particular information, Public Competition 
Assessments do not contain any confidential information or its sources.  While the 
ACCC aims to provide an appropriately detailed explanation of the basis for the 
ACCC decision, where this is not possible, maintaining confidentiality will be the 
ACCC's paramount concern. 

 

3.  The Parties/ Proposed Transaction 

The Acquirer: Woolworths Limited  
 
Woolworths Limited (Woolworths) is a publicly listed company. The Woolworths 
Group includes Woolworths Supermarkets, Safeway Supermarkets, Woolworths 
Liquor, BWS Liquor, First Estate, Dan Murphy, Petrol Plus, BIG W, Dick Smith 
Electronics, and Tandy, together with hotel operations.  

Woolworths operates supermarkets in all Australian states and mainland territories. 
 
The Target: 19 Action Stores and 3 Development Sites 
 
Foodland Associated Limited (FAL) is a publicly listed company which operates as a 
grocery wholesaler in Western Australia and is an operator of supermarkets in 
Western Australia, Queensland, northern New South Wales and New Zealand. Action 
is FAL group’s 100% owned supermarket operator. 
 
The Proposed Transaction 
 
Woolworths has proposed to purchase 22 Action stores (3 of which are currently 
development sites) in Australia.  This part of the proposed transaction was the subject 
of the present inquiry. 
 
Woolworths also proposes to acquire FAL’s New Zealand business. This part of the 
transaction was not the subject of an assessment by the ACCC.  
 
It is also proposed that the remaining 60 Action supermarkets and FAL’s wholesale 
distribution business be acquired by Metcash Trading Limited (Metcash), Australia’s 
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largest independent grocery wholesaler.  Note that on 27 January 2005, the ACCC 
indicated that it would not challenge the proposed acquisition of FAL, including 
Action stores, by Metcash.   
 
A list of the 22 stores proposed to be acquired by Woolworths is attached.  
 
 
 

 4. Market Inquiries  

The ACCC has conducted market inquiries with a wide range of interested parties, 
including suppliers and competitors of Woolworths and Action as well as relevant 
industry associations and government agencies.  The ACCC requested and received 
extensive information from the parties and other market participants. 
 
Details of the timing of the ACCC’s examination of this matter are as follows: 
 
Date Event 
23rd May 2005 ACCC became aware of the proposed transaction. 

1st  June 2005 ACCC receives initial submission from Woolworths. 

6th  June 2005 ACCC consideration of this matter (including market 
inquiries) deferred until Woolworths resolves confidentiality 
issues re its 1 June 2005 submission. 

15th June 2005 ACCC posts market inquiries letter on its website - timeline 
for ACCC consideration commences. 

1st July 2005 Due date for submissions from interested parties. 

8th July 2005 Woolworths' submission received. 

14th July 2005 Confidentiality restrictions resolved regarding Woolworths' 
submission so that ACCC able to have regard to submission. 

31st August 2005 ACCC publishes Statement of Issues. The Statement of 
Issues outlines the ACCC’s preliminary view of the 
competition effects of the proposed transaction based on the 
information before it following its first round of market 
inquiries.  

15th September 2005 Due date for additional submissions from interested parties 
on Statement of Issues. 

19th October 2005 Announcement of ACCC's findings and publication of 
Public Competition Assessment. 

  
 

5.  Market Definition  

The ACCC adopts a purposive approach in defining the relevant markets, focusing on 
defining the relevant market(s) in the context of the specific proposal before it. In this 
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matter, the key relevant markets for the purpose of analysing this proposed acquisition 
were considered to be: 
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1. Local Supermarket Markets;  
 
These are the local markets surrounding each of the stores Woolworths proposes to 
acquire. In these markets supermarkets compete to provide a bundle of goods and 
services to consumers within a limited geographic area;  
 

2. Procurement Markets;  
 
The markets for the procurement of the various items sold by supermarkets vary in 
size according to the characteristics of the particular products. In this inquiry there 
was a particular focus on regional markets for perishable fresh products in Western 
Australia, since sellers of these products are less able to sell their products to 
interstate or international purchasers due to transport costs and perishability of their 
products.  
 

3. The National Wholesale Market. 
 
This is the market in which supermarket wholesalers, whether independent or 
vertically integrated, supply goods at the wholesale level to supermarkets for retail 
sale. 
   
It should be noted that the market definitions identified in particular matters are 
largely based on the information provided by market inquiries, the merger parties and 
the terms of the transaction identified. The relevant market definition may differ in 
other supermarket acquisitions depending on the circumstances of the particular 
transaction under consideration. 
 

6.  Competition Analysis  

1: Local Supermarket Markets 
 
Statement of Issues 
In its Statement of Issues published on 31 August 2005, the ACCC stated that it had 
formed a preliminary view that the acquisition was likely to substantially lessen 
competition in eight retail markets. The ACCC therefore sought comments and further 
information with respect to these markets.  These markets are the markets surrounding 
the following Action stores: 
 

• Willetton (Southlands) (WA) 
• Spearwood (WA) 
• Noranda (WA) 
• Maddington (WA) 
• Kalgoorlie (proposed) (WA) 
• Woodvale(WA) 
• Mudgeeraba (Qld) 
• Q Super Centre (Qld) 
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Since the publication of the Statement of Issues, Woolworths has informed the ACCC 
that it now does not intend to acquire the Action supermarket at Spearwood in 
Western Australia. 
 
In its Statement of Issues, the ACCC stated that it considered, on the information then 
before it, that in the regions and markets mentioned above, it appeared likely that the 
acquisition would reduce the competitive tension between supermarket operators in 
the relevant markets. This effect appeared likely to come about as a result of the 
removal of Action as a competitive force in these markets and the increase in market 
concentration. When the Statement of Issues was published on 31 August 2005, the 
ACCC was of the preliminary view that this effect was unlikely to be mitigated by 
external factors, such as the reactions of existing and potential competitors or the 
reactions of buyers. 
 
The Statement of Issues indicated that the acquisition of stores in two other markets 
raised initial concerns. These stores are Bassendean Square (WA) and Birkdale Fair 
(Qld).  However, at the time it issued its Statement of Issues, the ACCC had not 
formed a preliminary view that the acquisition of these stores was likely to 
substantially lessen competition.   
 
As a result, the ACCC sought further comment and information on the impact of the 
acquisition on competition in these markets. 
 
Market Definition 
For the purposes of examining the relevant retail markets, the ACCC considers the 
relevant retail product market to be supermarkets. Note that this definition excludes 
specialty retailers such as bakers, butchers, fruit and vegetable stores, as well as 
convenience stores.   
 
The relevant geographic market for each store to be acquired varies depending on the 
geographic and demographic characteristics of the area in which it is located.  
Broadly, the ACCC included all large supermarkets within 5km of the stores proposed 
to be acquired in the relevant market. However, allowance was made for geographic 
factors (including the presence of barriers such as rivers) and transportation factors, 
such as road design and capacity, in determining the precise boundaries of the 
relevant markets.   
 
While the ACCC included small supermarkets in its market definition, the ACCC is 
of the view that they have a smaller sphere of competitive influence than large 
supermarkets and are therefore less able to constrain a price increase by a large 
supermarket, particularly if they are not located nearby.  The ACCC therefore 
included small supermarkets in the geographic market only where they are located 
within 3km of a store proposed to be acquired.   
 
The ACCC considered it was best able to determine the (anti)competitive effects of 
the proposed transaction within these geographic limits. 
 
Impact of the Acquisition on Retail Supermarket Competition 
Following the publication of the Statement of Issues, the ACCC received additional 
submissions, information and evidence from the merger parties and market 
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participants on the competition issues it identified in the retail markets described 
above.   
 
The ACCC assessed whether timely entry by potential competitors would likely occur 
on a sufficient scale and magnitude to constrain a material price increase in the 
relevant markets of concern.  Barriers to entry vary depending on the area and scale of 
entry.  Some of the barriers faced by new entrants at the retail level include:   

• Gaining access to leases; 
• The availability of greenfield sites, particularly those with the necessary 

zoning and planning permission to build a full scale supermarket with 
adequate parking; and 

• Economies of scale - the need for a certain size required to gain access to 
competitive trading terms, volume discounts and to establish and operate a 
competitive and sustainable presence. 

 
The ACCC found that for the markets surrounding the Action stores in Mudgeeraba 
and Q Super Centre in Queensland, there are sufficient suitable sites for new entry 
and actual store developments underway by Aldi.  This information was provided to 
the ACCC following the publication of its Statement of Issues. In the case of the 
development site in Kalgoorlie, Western Australia that Woolworths proposes to 
acquire, market inquiries indicated that there are other potential development sites in 
Kalgoorlie. These factors, together with the results of a comparative view of 
Woolworths’ prices in Western Australia (described below), have resulted in the 
ACCC forming the view that the acquisition of the Mudgeeraba and Q Super Centre 
Action stores and the Kalgoorlie development site by Woolworths are unlikely to 
substantially lessen competition. 
 
Following the publication of its Statement of Issues, the ACCC sought and 
Woolworths provided extensive confidential information relating to prices and pricing 
practices in its Perth supermarkets. The ACCC also conducted a review of pricing 
information across a range of products in various Woolworths supermarkets in Perth, 
Western Australia to help it determine whether there was evidence that the acquisition 
would reduce the competitive tension between supermarket operators, particularly in 
the four remaining Perth markets identified in the ACCC’s Statement of Issues1.  The 
ACCC examined pricing in markets with different numbers, types, and sizes of 
competitors, including major chains and independent supermarkets. The review 
suggested that the increase in market concentration would not result in significant 
price increases in these four markets as a consequence of the acquisition. 
 
The ACCC has taken into account the further submissions of interested parties on 
price and non-price factors, as well as the submissions of the merger parties in 
relation to competition from new entrants, the availability of new sites for potential 
entry, information about the pricing practices of supermarket chains, and the results of 
the ACCC’s review of Perth pricing. Following careful analysis of this information, 
the ACCC has formed the view that the proposed acquisition is not likely to 
substantially lessen competition in any local supermarket markets, and particularly in 
the remaining seven markets the ACCC identified in its Statement of Issues. 
 

                                                 
1 • These are Willetton (Southlands), Noranda, Maddington, Woodvale(WA) 
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2. Procurement Markets 
 
Statement of Issues 
During the market inquiries phase of this examination, the ACCC conducted an 
exhaustive and detailed review of concerns raised about the impact of the proposed 
acquisition on markets for the procurement of food and grocery products from 
suppliers by integrated supermarkets and independent wholesalers in Western 
Australia.  The ACCC anticipated that the acquisition would raise issues in the 
markets for the procurement of perishable products which are not easily exported 
from or imported to Western Australia.   
 
Initially, market participants indicated there were competition concerns which gave 
rise to the ACCC forming an initial view that the acquisition had the potential to 
substantially lessen competition in some of these markets.  Following further market 
inquiries, which involved a large number of interviews with particular suppliers, 
invitations to suppliers to provide more information, evidence was not forthcoming 
from market participants to substantiate the ACCC’s initial views.  In particular, 
certain submissions sought to have the ACCC intervene in the transaction on the 
grounds that Western Australian producers should be protected without addressing 
competition issues relevant to the ACCC’s assessment. 
 
For this reason, the ACCC indicated in its Statement of Issues that it had formed a 
preliminary view that there was insufficient evidence to support the proposition that 
the acquisition is likely to substantially lessen competition in any procurement 
markets.  The ACCC therefore sought comments and further information with respect 
to these markets.   
 
Impact of the Acquisition on Competition in Procurement Markets 
Following the publication of its Statement of Issues, the ACCC received no additional 
submissions, information or evidence on the impact of the proposed acquisition on 
procurement markets in Western Australia, despite granting extensions of time to all 
parties who sought them.  The ACCC received comments from one market participant 
with respect to procurement markets in Queensland.   
 
As a result, the ACCC has decided that there is no evidence that the proposed 
acquisition is likely to substantially lessen competition in any procurement markets. 
 
 
3. National Wholesale Market 
 
Statement of Issues 
On the wholesale side, the ACCC examined the question of whether the loss of 
volume due to the proposed acquisitions will cause the independent wholesaler 
(Metcash) to have a diminished ability to buy at competitive prices and to spread 
fixed costs over large volumes. This would arguably make it a less effective 
competitor and in turn diminish the ability of independent retailers to offer 
competitive prices, diminishing competition at the retail level.  

The ACCC considered whether the sale of 22 stores and development sites to 
Woolworths would prevent Metcash from gaining even greater bargaining power and 
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efficiencies than it will already gain from acquiring the remainder of FAL, and if so, 
will this effect be so great that competition would be substantially lessened.  

In its Statement of Issues, the ACCC stated that the national wholesale market would 
not be the subject of further market inquiries as it was of the preliminary view that a 
substantial lessening of competition is unlikely. Metcash’s supermarket wholesale 
(IGA) sales through its acquisition of 60 Action stores and FAL’s wholesale business are 
likely to increase by approximately 45-50%. In comparison, the additional 22 stores 
would have increased Metcash’s sales by approximately a further 5%.  
 
Impact of the Acquisition on the National Wholesale Market 
This market was not the subject of further market inquiries following the Statement of 
Issues. The ACCC continues to hold the view that the proposed transaction is unlikely to 
result in a substantial lessening of competition in this market. 
 
 

7.  Conclusions  

The ACCC conducted a thorough investigation of the likely effects of the proposed 
acquisition of 22 Action stores and development sites on the following markets: 
 

• local supermarket markets;  
• procurement markets; and 
• the national wholesale market. 

  
For the reasons described above, the ACCC has formed the view that the proposed 
acquisition would not have the effect, or be likely to have the effect, of substantially 
lessening competition in these relevant markets in contravention of section 50 of the 
Trade Practices Act 1974 (‘the Act’). 
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List of Stores to be Acquired by Woolworths 
 
NSW 
Action Kingscliff – Kingscliff Shopping Centre 
 
QLD 
Action Birkdale – Birkdale Fair 
Action Highfields – Highfields Plaza 
Action Mermaid Waters – Q Supa Centre 
Action Mudgeeraba – Mudgeeraba Market Shopping Centre 
 
WA 
Action Balga – Stirling Central 
Action Bassendean – Bassendean Square 
Action Booragoon – Garden City Booragoon 
Action Broome – Broome Boulevard 
Action Clarkson – Ocean Keys Shopping Centre 
Action Dog Swamp – Dog Swamp Shopping Centre 
Action Kalamunda 
Action Maddington – Maddington Village 
Action Mundaring – Mundaring Shopping Centre 
Action Palmyra – Stammers Shopping Centre 
Action Port Hedland – Port Hedland Boulevard 
Action Willetton – Southlands Boulevard 
Action Woodvale – Woodvale Boulevard 
Action Noranda – Noranda Square 
 
Development Sites 
Action Alexander Heights – Alexander Heights Shopping Centre, WA 
Action Caloundra – Caloundra Shopping Centre, QLD 
Action Kalgoorlie, WA 
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