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Food producers turn on supermarkets
Summary
Global giant Heinz and local producer Goodman Fielder have blamed Australia's supermarket heavyweights Woolwoths and Coles for the erosion of their profits.

Transcript

Ticky Fullerton, Presenter: Just as the Prime Minister douses union hopes for an inquiry into the manufacturing sector, food manufacturers are reinforcing the pressures they are under. 

Both global giant Heinz and local producer Goodman Fielder have taken the -some would say brave - step of blaming Australia's supermarket heavyweights, Woolworths and Coles, for the erosion of their profits. 

Here's Simon Palan.

Simon Palan, Reporter: It's not just high labour costs and the spiralling Australian dollar making life hard for local food manufacturers - there is also Australia's big supermarkets.

Kate Carnell, Food & Grocery Council: We're seeing a real price war between the two major supermarkets, really forcing down margins to manufacturers.

Simon Palan: The supermarket sector is dominated by two players which are regularly accused of driving a very hard bargain.

Frank Zumbo, Consumer Advocate: The clear reality is the market dominance of Coles and Woolworths is felt right through the supply chain.

Simon Palan: Farmers, consumer groups and many others regularly criticise Australia's supermarket heavyweights. However, it's very rare for grocery suppliers to join in.

Kate Carnell: Remember that they really need to have their products in Coles or Woolworths, otherwise they can't get their products in front of Australian consumers.

Simon Palan: But the global food manufacturer Heinz has spoken out. In the US, Heinz’s chief financial officer says the Australian supermarket sector is an "inhospitable environment" for suppliers. Heinz didn't name Coles or Woolworths directly, but the manufacturer says it blames the sector's two biggest players for an erosion of its profits.

Frank Zumbo: You know you have a very serious problem in the supermarket sector when a company like Heinz speaks out about the market dominance of the duopoly.

Simon Palan: And Heinz is not alone. 

Goodman Fielder blames this year's $167 million full-year loss partially on the heavily concentrated grocery retailing sector. The long-running tensions between the grocery manufacturers and big supermarkets flared up in January when both supermarkets slashed the price of their home brand milks, placing further pressure on branded suppliers, and both Coles and Woolworths have also devoted a growing amount of shelf space to their own private label items.

Kate Carnell: The whole issue of private label is very serious. At the moment about 25 per cent of the market is private label. Both major supermarkets indicate that they're aiming at 40 per cent.

Simon Palan: Neither Coles nor Woolworths would respond on-camera. In statements, both said they made no apologies for getting good value for customers.

