
*--- "" 

% Australian 

Clare McGinness 
Adjudication 
Australian Competition & Consumer Commission 
GPO Box 3131 
Canberra ACT 2601 

ANF submission to the ACCC following the Pre Decision Conference re: Application 
A91 134. 

The ANF makes the following comments in relation to issues raised during the Pre-Decision 
Conference (PDC) held 16 June 2009. 

The ANF in its original authorisation application A91 134 alluded to the common national issue of 
magazine supply allocations, among others, which had been discussed by national magazine 
industry stakeholders as issues of serious concern for all newsagents. 

.Y m m v  - --.- - These issues were raised during the PDC, where the ANF outlined that previous discussions of 
these national issues had been preliminary in nature in order to identify relevant matters of 
concern with a view to exploring a range of responses, one of which may include a non- 
prescribed voluntary industry code of conduct. 

While not fully articulated in the original authorisation application, these common national issues 
identified by the ANF and other national industry stakeholders have, through this proposed 
authorisation the potential to yield additional public benefits of improved allocative and dynamic 
efficiencies. 

Allocafive Efficiency 

The primary distribution of magazines can be characterised as a product 'push' process where 
supply allocations are required to accommodate significant volatility in actual demand. 

In the majority of instances, particularly where the volume average sales is low, predicting actual 
demand is not possible and as a result gives rise to overly generous allocation of magazine stock 
in order to avoid losing incremental sales. 

Excess supply of titles can impact newsagency businesses through increased costs associated 
with: tighter cash flow, greater administration, more freight, additional handling and labour costs. 

Previous discussions concerning the industry issues identified the need to improve the efficiency 
of supply allocation through sales based processes. The identified chief enabler would be 
improved communication of sales data through a widespread adoption of higher standard 
Electronic Data Interchange (EDI) platform. 

In instances where newsagents have voluntarily adopted higher standard ED1 processes there 
have been improvements in the supply chain efficiency. 

Where instances of "economically irrational' oversupply and its related problems of nil sales, full 
copy return and redistributed return copy exists, there are opportunities to reduce wastage of 
materials, time and other supply chain inputs, thus generating allocative efficiencies. 

It is difficult to quantify the absolute benefits of these process improvements as any benefit would 
be contingent on the outcome of appropriately authorised conduct however, preliminary estimates 
have placed the benefit at approximately a 3-5% improvement in magazine sales efficiencies. 
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It is clear though that the support already expressed from the national magazine industry partners 
is crucial in realising the benefits previously outlined. 

Dynamic Efficiency 

Other than a minor number of classic mastheads, generally magazine titles are known to have a 
lifecycle of only a certain number of years (approximately 3-6 years). 

Previous discussions concerning issues of national importance to both newsagents and primary 
distributors of magazines recognised the reciprocal responsibility of all industry members to 
continue to support the introduction of new magazine titles, in addition to magazine circulation 
generally. 

The innovation and growth attributable to the support of new titles and circulation is paramount in 
maximising and maintaining consumer choice among magazines and is a key factor in preserving 
the long term viability and sustainability of the magazine industry. 

Both of these measures serve to improve and encourage dynamic efficiency which is vital to the 
survival of any industry, and especially an industry as susceptible to the whim of consumer 
preferences as magazines. 

The ANF having considered the comments and allegations raised during the PDC in relation to 
this authorisation application and its previous conduct, makes the following comments, in respect 
of authorisation application A91 134 and related matters: 

In relation to matters concerning "Code of Conduct" arising under Condition C4 of the Draft 
Determination, the ANF submits that such a condition is not necessary as matters relating 
to a potential voluntary code of conduct do not strictly relate to the proposed collective 
bargaining authorisation A91 134. 

The ANF recognises that the issues facing the industry are complex, and the ANF and the 
other national magazine industry stakeholders have stated for the record that each party 
would comply with the Trade Practices Act and seek advice to consider if those issues 
raised in relation to a code of conduct warranted separate authorisation. 

The ANF notes that contrary to a suggestion made by the QNF & NANA that the ANF 
"cannot claim to be agreeing to something for all newsagents", Condition C2 of the current 
draft and previous determination already requires the ANF to provide to each target entity, a 
list of all participating members. 

In respect of aspersions made against the ANF in relation to any proposed non-prescribed 
voluntary code of conduct the ANF can state that: 

o Discussions to identify issues initially occurred in early 2007 but this process was 
suspended for 12 months as legal advice was obtained by each of the relevant 
parties. Regular discussions commenced in early 2008. 

o In recent preliminary discussions, a range of issues and possible responses were 
explored, only one of which included a non-prescribed voluntary code of conduct. 

o The ANF exchanged information with the Commission in relation to the identified 
national issues prior to a teleconference with the Commission on 12 February 2009. 

The ANF also sought further guidance from the Commission's specialist code of 
conduct division on 9 March 2009, which was subsequently adopted in a letter to the 
Commission dated 22 April 2009. These measures included an expanded industry 
consultation as part of any further code of conduct development. 
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In relation to the allegation that officers of the ANF attempted to collude with other 
newsagent associations in contract renewal negotiations with News Ltd, the ANF 
promptly and satisfactorily addressed the inquiries of the Commission's Enforcement 
Branch, which closed the investigation within three days of notifying the ANF on the 27 
May 2009. 

The ANF would like to state for the record that it consults regularly with its members 
through a range of methods including, hosting of regional meetings of newsagents, 
convening respective State Branch Committees composed entirely of newsagents and 
engaging respective newsagent State Directors which comprise the ANF Board of 
Directors. 

In addition, individual ANF Branch staff members provide secretarial support for each of 
these State Committees who engage other ANF members in their regional areas. ANF 
Branch staff further support committee members by engaging ANF members directly via 
face-to-face in-store meetings where necessary. 

The ANF secretariat communicates through a monthly industry magazine and weekly 
newsletters, including includes member polls and requests for comment, which are 
integrated with the ANF website where discussion papers and submissions are often 
available for ANF members to view and make comment. 

Further, the ANF recognises the practical wisdom of best practice newsagents and has 
on occasion established temporary issues based advisory groups of members. These 
groups have in the past provided valuable feedback on key issues affecting newsagents. 

The ANF values member feedback and incorporates member input wherever possible. 

The ANF notes the Commission's opening comments from the PDC, that the PDC was not the 
appropriate forum to resolve intra-industry grievances, nor was it the Commission's role to 
endorse or arbitrate specific industry courses action. 

The ANF is confident that through its initial application, address to the PDC and subsequent 
submissions, it has demonstrated the public benefit of its authorisation application A91134, 
particularly in the context of the important and complex issues facing the newsagent industry. 

On this basis, the ANF feels that the public benefit has outweighed the public detriment in respect 
of authorisation application A91 134. 

Yours sincerely 

Anthony Matis CPA 
Chief Executive Officer 
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