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State of Competition 

We are mindful of the need to protect any commercially sensitive information we 
receive. Part 9 of the Enterprise Act 2002 imposes a general restriction on the 
disclosure of information that we have obtained in connection with the exercise of 
our functions which relates to the affairs of an individual or to any business of an 
undertaking.  
 
However, the Enterprise Act 2002 (section 244) also sets out circumstances in which 
we may disclose such information (such as for the purpose of facilitating the CMA's 
functions).  
 
If any of the material you provide is commercially sensitive and you consider should 

not be published, we would be grateful if you could highlight such information in grey. 

If we consider that any information needs to be published, we will of course consult 

with you beforehand to take into account your views on the sensitivity of the material 

you provide and any request you may make for anonymity. 

The deadline for responding is 5 pm on Friday 11 September 2020. 

If you require any clarification or foresee any difficulty in meeting 

the deadline, please get in touch with David du Parc Braham as 

soon as possible. 

Definitions 

Market power - extent to which a firm can influence the price of a product or 

service by exercising control over its supply, demand, or both. 

Buyer power – the exercise of downstream market power, the ability of a firm 

to obtain favourable purchasing terms from their suppliers 

Retailer power – ability of a firm to sell large quantities of goods/at a higher 

price than competitors (dependant on having both downstream market power 

and buyer power) 

Exclusion orders – legislation excluding certain agreements between produce 

suppliers that related to specified activities (collecting and sharing information 

and certain co-ordination) from intervention by competition authorities (set up 

as a result of Covid) 

mailto:David.duparcbraham@cma.gov.uk
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Online convenience groceries – groceries ordered online and delivered within 

an hour 

Please note: all questions below refer to your business activities in the UK 

unless otherwise stated. 

1. For future contact on this issue, please provide relevant contact details below: 

Industry trends pre-Covid 

2. What do you consider are the causes for the growth of the convenience sector in 
recent years?  

a. What has the impact been for your business specifically as well as the 
impact for grocery retail in general?  

b. Do you expect this growth to continue in the future? 

The growth of the convenience sector is in part due to shifting patterns of consumer 
behaviour and partly due to the investment made by the supermarket chains into 
convenience outlets. 

The supermarkets have opened a large number of stores across the country, 
bringing not only their brands but extensive ranges and supply chain infrastructure to 
the sector.   This helped to bring customers who otherwise shopped only at the 
chains larger stores into the convenience channel. 

For independent convenience retailers, the growth has been a long term trend away 
from the more traditional confectionary, tobacco and news offering towards the 
convenience model.  This trend has been helped by customers moving away from 
reliance on infrequent “big shops” at the supermarket and towards frequent top up 
shopping at more local stores.  Loss of confidence in the supermarkets following the 
food scandals of recent years has assisted in this move. 

Convenience stores success in adjusting their ranges as customer demand has 
changed, introducing more vegan, fitness and healthy product ranges, has also 
helped them to bring in and retain new customers. 

Despite the increased competition that the supermarkets have brought to the 
convenience sector, which has been difficult for independent stores in the vicinity, 
and the failure of some supermarkets’ attempts to build convenience retails 
businesses, there was no reason prior to COVID to believe that the sector would not 
continue to grow. 

3. What impact does the growth of supermarket convenience stores have on your 
business and on grocery retailing in general? 

The investment made by the supermarkets in the convenience sector has served to 
raise the profile of this part of retail, introducing it to customers who might otherwise 
have only shopped in the supermarkets, may on its own be seen as beneficial, but it 
has also come at a cost to the independent convenience retailer. 
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The supermarket convenience stores benefit from the parent companies buying 
power, allowing them to price and promote products in ways with which the 
independent retailer is unable to compete. 

The problem is most acute for those independent retailers who have had a 
supermarket convenience store open nearby, providing a ready alternative on their 
doorstep.    Independent retailers with no supermarket store in their immediate 
vicinity still at least have the advantage of local convenience.  

4. Do you currently offer convenience groceries online (via an online platform such 
as Uber Eats or via some other intermediary/independently)? If yes, why? If no, 
would you consider doing so? What are the benefits for your business? 

While newsagents and convenience stores have traditionally offered delivery of 
newspapers and magazine, “Home News Delivery”, delivery or collection services for 
groceries have largely remained the preserve of the supermarkets. 

However, developments in technology and changing customer demands during the 
COVID-19 lockdown have fundamentally changes this.    

Responding to the needs of vulnerable members of the community, many retailers 
started delivery services during the lockdown.   These improvised services operated 
via email, social media, website and by telephone.    

Having started to serve a part of the community, many of these services expanded to 
encompass any customer wish to use them.   As a result of their success, 20% of 
members responding to a Federation survey saw the development of grocery 
delivery services to be a part of the future of their business. 

5. Do you consider that the online convenience grocery market will grow in the 
future?  

We very much see this part of the independent convenience sector continuing to 
grow as customers who discovered their local convenience store for the first time 
during lockdown, become more familiar and comfortable with the services offered 
and they remember the difficulties in getting a delivery slot with the supermarkets 
during COVID.  The increasing availability and range of fresh produce and bakery for 
delivery from convenience stores will help to build and retain customers. 

This confidence in the future of convenience store deliveries is why the Federation 
has joined in partnership with Jisp to provide Federation members with access to 
customer and retailer apps that allow the operation of both click and collect and 
delivery service, providing the retailer with the tools to manage orders, payments, 
deliveries and stock control. This simple, and to Federation members, low cost, 
solution allows local retailers to provide customers with the service they want at 
minimal outlay of time or money. 

6. Are there any other developments in grocery retailing (including innovations) that 
have impacted your business and/or grocery retailing in general? If so, explain 
how, and the impact this has had on customer offerings. 

Apart from the changes to ways of working that have been introduced as a result of 
social distancing, retailers have seen other changes to grocery retailing. 
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As a result of the encouragement of customers to avoid cash and to use contactless 
where possible, retailers have seen card transaction outstrip cash payments for the 
first time.  The balance has shifted from a 60% - 40% slip in favour of cash before 
lockdown, to 60% to 80% now in favour of card. 

Many independent retailers have an in store ATM for the convenience of their 
customers.   This service has been useful in driving footfall into the store as 
customers who come in for cash often buy a drink or a newspaper. 

Recently, ATM providers have been switching these previously free to use ATMs 
over to charging for their use. 

Consumers can be sensitive to the idea of paying to withdraw their own money and 
will, not unnaturally, use a free machine if there is one nearby. 

Under the terms of their contracts with the ATM providers, retailers have generally 
had no say in the charging or level of fees for withdrawing cash from the ATM but 
have had to face the reduction of footfall and therefore sales, that has been the 
knock on effect of charges being imposed. 

7. Do you consider wholesalers to have buyer and/or retailer power? What do you 
consider are the sources of this power? What impact do you consider this has for 
your business and grocery retail in general? What impact does this have for 
consumers? 

Wholesalers can have both buyer and retail power.   A large wholesaler, particularly 
one that is part of a major retailer, will be buying in sufficient quantities to be able to 
negotiate keener pricing from suppliers.   The same wholesaler, enjoying a 
prominent market position either locally or nationally might not feel the need to pass 
on as much of the benefit of those negotiations as a similar company faced with 
stronger competitors would do. 

This increases prices for retailers and ultimately leads to consumers paying more. 

Impact of Covid 

8. Do you currently offer online groceries (including via partnerships with online 
restaurant platforms)? If not, why not? Do you have any plans to offer online 
groceries in the future? 

Prior to COVID few independent convenience stores offered delivery services unless 
they had a food to go offer.   As a result of the experience of the lockdown, many 
retailers started to provide a delivery service and as noted above, 20% of survey 
respondents see grocery delivery as an important part of their business going 
forward. 

9. It was widely reported that there was a large increase in customers making online 
grocery orders during lockdown.  

a. To what extent do you expect the increase in online groceries to be 
sustained? 

In the Federation’s recent members’ survey, when asked how important they thought 
grocery delivery will be to the future of their business, 30% said was extremely 
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important, 20% said very important and 15% thought it would be somewhat 
important, which indicates these members believe that the demand will be sustained. 

b. What impact did customers switching to your online channel have on 
your margins? 

Delivery services bring with them additional costs in terms of staff time taken to pick 
the orders and of transporting of the goods to the customer.  These costs can vary 
considerably as, for example, the distance typically being travelled may be greater in 
rural areas and the retailer may not feel able to charge the full cost in a delivery 
charge, preferring to garner the extra sales and customer loyalty to cover the 
shortfall. 

c. What do you consider are the main challenges facing online grocery 
retail?  

Research by KAM has indicated that customers are open to online ordering and click 
and collect services, provided that the app or website is easy to use and secure.   
For an independent retailer without the benefit of a large IT department, providing 
the infrastructure is impossible, hence the importance of third party platforms.   
However, such services can be expensive, which is why the Federation has 
partnered with Jisp. 

Operating a delivery service can also present difficulties, particularly in more rural 
areas where customers may be at a greater distance from the store and each other 
than in urban areas.   Costs will be incurred in transport and staffing the service, with 
only limited scope to impose a delivery charge. 

d. Do you consider there to be challenges to maintaining profitability in 
online grocery retailing? Do you expect this to change in the future?  

It is unlikely that the supermarkets will take any loss of market share lying down, and 
their ability to leverage economies of scale, be it in purchasing stock or in provision 
of IT infrastructure, will increase competition for the delivery services offered by 
independent convenience stores.   Convenience stores will have to work hard to 
retain customer loyalty. 

10. What effect has Covid had on i) business models and ii) the structure of the food 
and grocery retailing industry/market in general?  

For example, we would be interested in your views on: changes to the trends 
identified in question 2; the increased uptake of vegetable and meat boxes; 
primary producers and intermediaries supplying customers directly (having 
previously only supplied food service); and further digitalisation (including 
payment systems). 

As has been noted COVID has had a significant impact on the independent 
convenience store sector’s businesses as retailers have adjusted to the new 
circumstances.   32% of respondents to a Federation survey indicated that they had 
accepted card payments for the first time.   26% told us that they had started a home 
news delivery service, while 28% had added a click and collect service to their 
offering.   While figures suggest that not all will be continuing the service when things 
return to normal, during the lockdown 66% of retailers who responded said they had 
introduced a grocery delivery service. 
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Of course for some members the business model has not survived the shock of the 
lockdown.   At its peak over 900 members had closed their stores as lack of footfall, 
particularly in city centres and transport hubs, and staffing difficulties took their toll.  
This number has reduced to in the region of 150 still closed, some since the start of 
lockdown, with the realistic expectation that some of these stores will never reopen. 

It is probably too early to see whether the structure of the sector has been affected in 
any meaningful way.  Clearly customers have been shifting towards convenience 
stores, but the wholesale supply chain remains as it was, with concerns being 
expressed that suppliers were prioritising the supermarkets over the independent 
convenience supply chain.   Also, the Federation survey has not detected a shift 
towards the membership of symbol groups by non affiliated retailers. 

11. Do you expect the changes caused by Covid to the market/your business to be 
long term or short term? Please explain your answer.  

Different aspects of the changes will impact our members’ businesses for varying 
lengths of time.   It remains to be seen how long we have to continue with the 
changes to the operation of our business caused by the need for social distancing 
and personal protection.   Some changes, such the acceptance of payment cards, 
are likely to be permanent.   Others, such as delivery services, will largely continue 
dependent on customer behaviour.   Our survey indicates that half of retailers who 
started a delivery service during lockdown believe that the demand will continue to 
be there and foresee the service as an ongoing and developing part of their offer.  

12. What impact has Covid had on your costs? Please describe this separately for: 
the cost of produce; logistics costs; staff shortages; the cost of safety 
requirements for stores; and any other relevant costs. 

Convenience retailers have incurred additional costs as a result of the COVID 
pandemic.   As the question notes, stores have had to invest in screens and PPE in 
order to continue to operate safely, adding significantly to their costs. However, other 
costs are perhaps more varied.   Many retailers have suffered from staff shortages 
but, as is normally in the sector, responded to this by taking on the additional hours 
themselves, thus incurring no additional costs.    Similarly, increases in the costs of 
the various stocks lines carried only become a cost if the retailer chooses not to 
increase their selling price accordingly. Logistics costs may have increased where a 
new service has been introduced, either through a formal delivery service or through 
the retailer doing their bit to protect the vulnerable members of their community.  
Costs of driving to the local wholesaler are unlikely to have changed. 

13. What impact did Covid have on your supply chain? Has it since recovered? 

In the early phases of the lockdown there was a serious impact right across the retail 
supply chain, with some products, such as pasta and toilet rolls, being in very short 
supply.   While the supermarkets were hit particularly hard by the stresses put on the 
supply chain, independent convenience stores also suffered from a lack of supply or 
restrictions on quantities of some products available through the wholesalers.   Some 
independent retailers took innovative approaches as they sought new sources of 
supply.   One retailer, nominated for a Federation Shop Local Shop Little Hero 
award, sourced sacks of flower from his local bakery, which he broke down for sale 
to customers. 
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As has been noted, concern was also expressed that producers were prioritising 
supply to the supermarkets over other parts of the supply chain.   There were also 
concerns about wholesalers appearing to be selling direct to consumers, making it 
more difficult for retailers to obtain supply. 

After the shocks to the supply chain caused by panic buying, supply has slowly 
returned to normal. 

14. What impact has Covid had on your business strategy and offer to customers? 
Please explain fully with reference to:  

a. The prices charged for groceries 

b. The range you offer 

c. The level of promotions 

Most independent retailers did their best to limit price rises, acting only in order to 
maintain their margin as prices rose at the wholesalers.   They realised the long term 
damage that would be done to their businesses if their customers perceived that they 
were attempting to profiteer from the situation. 

The range on offer was of course dependent on the availability of supply through 
wholesalers or other sources but many retailers expanded their ranges in order to 
meet customer demand.   While some stores expanded their bakery range, others 
attempted to source products customers had found themselves unable to obtain at 
their local supermarket.   One Federation member reported adding nappies to his 
range when he became aware of the problems some parents were having obtaining 
supplies. 

The reduction on the level of promotions was driven by the disappearance of 
promotional packs and pricing from the supply chain.   Retailers were not in a 
position to cover any promotional activity out of their margin on full price packs. 

15. How did you choose which products on which to remove promotions? 

As indicated above, this was driven by the removal of promotional packs and pricing 
from the supply chain rather than retailer choice. 

Exclusion orders 

16. In what ways have the exclusion orders helped your business deal with Covid (in 
terms of getting food to customers). Would you have been able to do this without 
the exclusion orders? Please explain. 

The Federation is not aware of any Federation members who were directly involved 
with any exclusion orders. 

Food supply resilience 

17. David Nabarro (a WHO special envoy on COVID-19), among others, has argued 
that overall competition on price works relatively well in the UK, but less well in 
terms of the quality of food and in relation to people consuming healthy, 
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nutritious food. How well do you consider competition works throughout the 
supply chain to provide affordable nutritious food in the UK? 

Retailers strive to offer customers a range of options but, not unnaturally, they are 
influenced by what customers want to buy, which is often not what nutritionists would 
say is good for them. 

While independent convenience stores pride themselves on being part of their local 
communities and providing their customers will a high quality of service, pricing 
decisions are driven by the need to make a margin over the price paid to the 
wholesaler.  As retailers do not negotiate the prices they pay, and provided the 
retailer is effective in managing their costs, pricing and competition is driven at the 
wholesaler not retailer level.  

18. What is your strategy for continuity/ resilience of the supply chain? For instance, 
is it more important to have a wide diversity of suppliers (within a given food 
category) or to work more closely with fewer? 

a. How concerned are you about future supply chain resilience? 

b. In which food categories do you currently experience the greatest 
threat to supply chain resilience? How do you expect this threat to 
change in the future? 

c. Do you think the ‘just in time’ model will remain the primary model for 
the industry/ your business in the future? 

The disruption to the supply chain of the sort seen in the early stages of lockdown 
was as unwelcome as it was unforeseen, but the events surrounding it were 
unprecedented.   Clearly retailers do not want to be turning customers away for lack 
of supply or to return from wholesalers without essential lines, but they are realistic 
about the ability of producers and the supply chain to mitigate problems caused by 
such a surge in demand.    

The Federation has already raised separately with the CMA our concerns that the 
supply chain had been prioritising supermarkets over independent convenience 
stores, leaving stock unavailable at wholesalers or suppliers refusing to supply our 
member’s stores. 

The experience of COVID shows that essentials such as pasta, flour and toilet rolls 
present some of the greatest challenges to the supply chain and it is difficult to see 
that changing greatly without a substantial increase in production capacity above 
what is ordinarily needed. 

Independent convenience stores do not operate “just in time models”, in large part 
because either they go to select and collect the stock from the wholesaler 
themselves, either on a regular basis or as and when there is a need, or because 
they review stock levels and manually order for delivery by a wholesaler or symbol 
group. 

Competitiveness of the supply chain 

19. How competitive are the food supply markets from which you purchase? 
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a. How has this changed over the last 5 years? 

b. For which food products are your suppliers most concentrated? 

Independent convenience retailers are either reliant on their local wholesalers, of 
which there may be a limited number or, if a member of a symbol group, source most 
or a large proportion of the stock carried from that group.   This limits competition in 
food supply.   It is likely, however, that a greater range of wholesalers might not lead 
to greater competition as most independent retailers lack the time to “shop around” 
for slightly cheaper prices. 

20. How concentrated are suppliers operating within i) dairy, ii) poultry, iii) 
bread/bakery and iv) fruit and vegetables, and do you think there are specific 
issues where competition doesn’t work well within those supply chains? 

a. How extensively does the procurement of these products take place 

through retailer-aligned contracts with farmers? 

b. Do large multinational companies operate within these sectors? What 
impact does this have for your business and your consumer offering? 

For perishable goods, particularly milk and bakery, supply is more localised than for 
other areas of the grocery offer.  Retailers are still reliant, however, on supply 
arranged by or through their wholesaler or symbol group, or direct producer supply 
organised through companies like Savewell, part of the NFRN family, which acts as 
an intermediary between the bakery or diary, for example, and the retailer.   The 
supply is then delivered direct to the store by the producer. 

The local markets and a lack of time to source alternative supplies for these products 
act to limit competition. 

21. How important is imported food to your consumer offering? For each of i) dairy, 
ii) poultry, iii) bread/bakery iv) fruit and vegetable products, and v) overall/across 
all food, please explain: 

a. How important imports are for your consumer offering?  

b. How you expect this to evolve over the next few years?  

c. How easily you would be able to switch to UK suppliers and what 
impact would this have on your business (in terms of incurred costs) 
and your consumer offering (in terms of price, quality and quantity of 
these products). 

While independent retailers may carry lines that have been imported, they sourced 
them from the wholesaler in the same way as UK originated products are obtained.   
If imported lines are unavailable, retailers would consider stocking any alternative 
lines available at their wholesaler or seeking alternative local supplies.  It is not 
uncommon for discussions to be held on our members WhatsApp group about 
supply issues affecting particular products, with members suggesting where supplies 
are available or alternatives. 

22. Is there anything else you would like to raise in relation to competition in food 
markets in the UK? 
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No. 


