
May 2,2007 

Sarah Chubb 
Adjudication Branch 
ACCC 
P 0 Box 1199 
Dickson, ACT 2602 

Dear Ms Chubb: 

RE: Third line forcing notification N92536 lodged by Bakers Delight Holdings Ltd 

I refer to your letter of 16 April 2007 and submit as follows; 

I am a strong supporter of Bakers Delight and believe that Bakers Delight has a 
strong brand, a well defined system and provides excellent support for franchisees. 

However I agree with most of the concerns raised in relation to notification N92536 
as listed in your letter. 

I believe that being forced to use one nominated supplier may lead to 
higher prices. I am aware of one specific instance where a relatively small 
independent bakery was receiving lower prices for flour even though the 
quantities ordered through the Bakers Delight network must be many 
hundreds of times higher. According to the supplier and Bakers Delight 
this was due to "national pricing" which ensures that regional bakeries 
received flour at the same cost as city bakeries even though the cost of 
delivery to regional areas would otherwise increase the cost price of the 
flour. The problem with this argument is that city bakeries often have to 
"wear" higher costs in rent and labour without any counter-balancing 
benefits. 

Once a supplier has secured the Bakers Delight contract there is the risk 
that that supplier will remain in place even if they become uncompetitive. 
The reason for this is convenience to the Franchisor. Note that the 
Franchisee wear the cost of the purchases so cost increases or individual 
service issues do not effect the franchisor directly whereas changing 
suppliers would entail more administrative cost to the fkanchisor. 

In a traditional supplier/customer relationship there is likely to be 
immediate response to problems raised by the customer to a supplier. 



However where franchisees are forced to use a nominated supplier, the 
supplier no longer views the franchisee as "the customer" even though it 
is the franchisee paying the invoice. The franchisor is seen as the 
customer and specific issues relating to individual franchisee may become 
inconsequential. 

I understand that Bakers Delight Ltd (as part of the supplier selection 
process) negotiates a rebate or discount on all purchased made by 
franchisees. This rebate is paid to the franchisor and in theory is used to 
h n d  conferences and product development for the benefit of all 
franchisees. The issue I have with this is that these funds (generated by 
individual franchisee purchases) are controlled completely by Bakers 
Delight Ltd. It is possible or arguable that these rebates are used for 
expenses that do not benefit the individual franchisees that generated them 
or that the benefits are not proportionate to the franchisees that generated 
them. 

Most ingredients used by Bakers Delight franchisees are not high tech 
and are available from more than one supplier. I believe it is possible for 
Bakers Delight Ltd to maintain quality and consistency of finished 
product though other quality control measures (most of which are already 
in place) without nominating a single supplier. 

I believe there would be significant public benefit from franchisees purchasing 
ingredients from the small number of "preferred" suppliers. However these 
suppliers are likely to be more responsive to franchisees if they know franchisees 
are not compelled to purchase from them. 


