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4 December 2008 

The General Manager 
Adjudicatior~ Branch 
Australian Competition & Consumer 
Commission 
GPO Box 31 31 
CANBERRA ACT 2601 

Mail to: PO Box lor6 
Strathficld NSW 2135 

Australia 

Dear Sir/Mada.m 

Woolworths Limited, Third Line Forcing Notiflcatlon N93625; Australian 
Independent Retailers Pty Ltd, Third Line Forcing Notification N93626 

I refer to your letter of 7 November 2008 in rela.tion to the above notifications. As 
an interested party, NRMA Motoring & Services (NRMA) appreciates the 
opportunity to make a submission in relation to these notifications. 

NRMA is concerned that Australia's already concentrated fuel sector is 
"creeping" toward further concentration - and it could end up mirroring the 
uncompetitive duopoly structure already present in the grocery sector - if the 
notified arrangements are allowed to proceed. 

NRMA is therefore opposed to the exclusive dealing arrangements as proposed 
in the notifications. NRMA is concerned the arrangements will ultimately be 
detrimental to market competition for the following reasons: 

• CALTEX Woolworths/CALTEX Safeway co-branded fuel outlets already 
have a substantial visibility and appeal in the retail supply of fuel market. 
CALTEX is one of only two oil refiners in Australia, and the only fuel outlet 
with a shopper docket arrangement with Woolworths. As we noted in our 
submis:sion to the ACCC in regard to its inquiry into the price of unleaded 
petrol, "in 2006, two of the four major companies (Caltex- Woolwon'hs and 
Shell-Coles) accounted for around 65 per cent of the retail petrol market." 



@ The implementation of the proposed arrangements will only serve to 
increase CALTEX WoolworthslCALTEX Safeway co-branded outlets' 
visibility and attractiveness to consumers to the detriment of smaller fuel 
retailers who are unable to participate in similar schemes. Customers will 
be more likely to use CALTEX WoolworthslCALTEX Safeway fuel outlets 
to the exclusion of other outlets due to the convenience and discounts 
offered by the proposed arrangements. 

• The detriment that independent fuel retailers incur from such 
arrangements has been acknowledged by the ACCC in its 2007 petrol 
price inquiry report where the ACCC notes that the shopper docket 
arrangements have created "significant challenges for those retailers not 
aligned with the supermarkets" and that the arrangements "are likely to 
have contributed to decisions by some to exit the industry," 

• Woolworths submits in its notification that the proposed arrangements will 
promote competition by encouraging competitors to make similar value- 
added offers to their customers. However, this submission ignores the fact 
that the supermarket industry is dominated by only two players, Coles and 
Woolworths, and as the ACCC noted in its 2007 report, "no competing 
scheme can have the pulling power of those offered by the two main 
supermarkets." We also noted our concern in this regard in our 
s~rbmission to the ACCC inquiry into the price of petrol, where we 
highlighted the fact that as at June 2006 the two major supermarket 
alliances, Shell-Coles and CALTEX Woolworths had captured around 65 
per cent of the retail petrol market compared to a market share of just 
over 50 per cent in 2005 (pre-supermarket alliance). 

The proposed arrangements, particularly when taken together with the 
market share of and other incentives provided by CALTEX 
WoolworthslCALTEX Safeway co-branded outlets will create further 
disincentive and impediment to others proposing to enter, or more 
relevantly, expand in the retail fuel industry. 

This is particularly relevant to country locations where increased 
competition between outlets provides lower fuel prices and reduces the 
differential between city and regional prices. ACCC1s 14 August letter to 
NRMA [your ref: D08/78850] cites "less competition" as one main factor 
that causes higher prices in country locations. 

• Therefore, NRMA is concerned that the arrangements could have the 
effect of further entrenching the position of powerful incumbent operators 
and of placing the smaller independent fuel retailers under even more 
pressure. 
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The direct impact of these arrangements on the fuel sector may in a 
tactical context, considered in isolation, appear to be relatively minor (not 
that we say that they are). However in a strategic long-term context, 
along with other factors such as market share and shopper dockets, they 
certainly represent another step in the "creeping" toward further 
concentration in the fuel sector. 

This will have the potential to force smaller independent fuel retailers out 
of the industry or, at the very least, curtail their (already limited) ability to 
constrain the conduct of the majors (and CALTEX-Woolworths/CALTEX- 
Safeway in particular). 

For further information please contact Chris Siorokos, General Manager - 
Corporate Affairs on 02 9276 7245. 

President 


