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Abstract: As seen in many developing countries, concentradiod globalization have substantially increased in
food retailing in Turkey. Foreign direct investmeinicentives to reduce informal economy through enodetailing,
income, education, economic crises and urbanizationthe main drivers for structural change of iietsupply
chain. Market shares of global retailers have iraged in general and also food sub-sectors. Theugstring and
concentration in food retailing have changed theketing system and conditions facing firms. Congin is also
expected to increase in the future. With increasingcentration, anti-competitive practices has egmed in the
food supply chain in Turkey: listing fees, shetfisfeadvertising and announcing fee, discount pressunconditional
product restoration and forces for own private lalpebduct package have been commonly used anti-ddimpe
practices. Based on the interviews and literatuneyey and news gathered from newspapers, it is fonatseveral
anti-competitive practices are executed by supeketan Turkey when these practices are compared théhanti-
competitive practices determined by the United KamydCompetition Commission (2000). It is observed dbahe
margin 16 of 52 practices are executed by superatarkgainst the suppliers. Moreover, price flexargl sales
below cost can be reflecting the monopoly power itsamer market segment.

Keywords: Food retailing; restructuring in food retailingjyer power and competition in food retailing.
1. Introduction

Turkey is a relatively large country in terms ofppéation and land area in the European regiors i
the upper middle-income country with a mix of moderdustry and a well developed tourism business,
along with a modernizing agro-food sector. AlsoykBy lies at the nexus of several cultures, it das
great potential to become an exporting country’s Imarket via a re-export program in which this
competitive logistic position is very attractiver fglobal retailers in the region (both for Balk&middle-
east). Currently, Turkey’'s economy is in a traositirom a high degree of reliance on agriculturd an
heavy industry to a more diverse economy with ameasing global services sector, including global
retailers.

Turkish economy experienced significant problemgsnvulnerable national income, high inflationerat
and financial deficit during last three decadegpadt century. However, since the severe econonsis cr
in 2001, Turkey government has implemented vari@isrms in its monetary and fiscal policies and
structure. Along with the supports from the Int¢imiaal Monetary Fund (IMF) and the World Bank,
Turkey's economy has maintained a stable growthvéet 2002 and 2007, with an average annual
growth of 6.8 per cent in its real GDP (IMF 200Sjmilar to other countries, Turkey’s economy hasrbe
suffered from the global economic recession ananfaial crisis since late 2008 but real GDP is pnije

to increase by 5.5 per cent annually over the degade (2010 onwards). Although the economy sl h
some issues such as high unemployment rate, skienveohe distribution and institutional impediments,
the vulnerabilities in the economy have been redusith structural reforms. Continuous effort in the
policy and structural reforms is likely to attranbre foreign investments and to stimulate the gnowvt
all economic sectors in near future.

Grocery retail sector is still one of the high putel areas for foreign direct investment (FDI).w&ver,
grocery retail sales reached 86.6 hillion US Dalte2007 that is consist of approximately 52 pertax
total retail sales in that year. According to tiséireated numbers, grocery retail sales were 108idrb
US Dollar in 2008 that is consist of 51 per centatél retail sales (Planet Retail, 2008). But,cading to
the Planet Retail statistics, modern grocery distion (MGD) sales were 50.3 billion US Dollars in
2007 and estimated as 64.8 billion US Dollar in2(Blanet Retail, 2008).

Turkey’s population almost has doubled between 182 million) and 2008 (71.1 million), and is
expected to reach 80.3 million by 2020, based erestimation by Turkish Statistical Institute (T8t&t,
2009Y. Turkey has a relatively young population thareotBuropean countries, with nearly one-fourth of

! It was counted as 70,517,100 as of December 319 B9 TURKSTAT (Population
Registration System, Population Census ResultgulBtion growth rate was measured as
1.31 per centin 2008 (Turkstat, 2009).
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population under the age of 15 in 2008. In addjt@rsignificant population growth in the urban area
combined with a declining rural population, refiethe trend of migration. As of 2008, three-founth
Turkey’s population lived in the provinces and gqubvinces centres which increased from 35 pergent i
1970. This rapid demographic change, combined stigtained economic growth, has gradually changed
the consumption basket and household purchasirayimalr.

With expected economic and population growth, hbakk purchasing and consumption habits will
continue to keep changing towards more ready tdoeats, away from home, diverse and differentiated
foods including services. Therefore, both globdaiters and retailer chain was born in country will
continue to increase their market share and wiltobee more powerful against its supplier and
consumers. Currently, based on fast-moving consupoeds data, food market share of organized
retailers is 57.5 per cent (Nielsen, 2009). Basediata obtained from Turkish Competition Authority,
market share of first five retailer chain in fooalsled grocery sales is 61.6 per cent in 2008.

The restructuring and concentration in food retgilhave changed the marketing system and conditions
facing suppliers. Concentration rate are also eegeto increase in the future. Although, tremendous
changes has been occurred in Turkish food retaitkets and also in supply chain, there is no
comprehensive study either empirically studiedithgact of food retail re-structuring or documentiee
complaints or facing condition of suppliers and uimers. Based on literature survey, we found a few
academic studies interested in retail sector reestring and its impacts on traditional retailensl @lso
supply chain. There are only three studies partgrested in market power of the retailers against
suppliers (Tokatl and Eldener, 2002; Celen at28l05; and Kovacl, 2007).

Tokatll and Eldener (2002) stated that there hagenbvertical conflicts between manufacturer-
wholesaler, wholesaler-retailer and manufactureater in Turkey since 1980s. Retailer’'s pressures
manufacturers for production of their own brandeadpcts are given as examples in this study. dise
stated that manufacturers has lost their powemagéie retailers. Celen et al (2005) conductedreey
covering 51 retailer and 79 suppliers in order t@neine whether the retailers exercised some
anticompetitive practices against suppliers. Theynfl that price flexing, requesting listing feesdan
requesting shelf fees are anticompetitive practicgesd by retailers. Kovaci (2007) conducted a gurve
covering 15 food manufacturers. He found some antpetitive practices in his study. He reported that
exercises practiced by retailers against food neartufers are price and quality pressure for comtyodi
unconditioned product restoration, forces to supplth its own private brand package, request for
exhibition fee on shelf, listing fee, advertisingdaannouncing fees etc.

This study aims at focusing on the effects of tlmmcentrated retailing on the supply chain and
competition issues regarding the monopoly and/gebpower. The paper is organized as follows. & th
first section, drivers of restructuring are presentn the second section restructuring procegganery
retailing has been evaluated from 1950 to prederthe third section anti competitive practices lagap

by increasingly concentrated retail chains are émadhin both procurement and consumer market
segment based on literature, media news and iné&rch organization reports. Final section concludes
important results.

2. Drivers for Transforming the Retail Market in Tu rkey

The expansion of supermarket chains in the devedppountries was driven by many factors which are
fairly similar in the countries (Reardon et al.,020 s.48). As in many developing countries, rapid
urbanization, income growth, education, changirfg Btyle, participation of women in workforce,
developments in transportation and economic crises the demand side factors in retail sector
transformation in Turkey (Kog et al., 2007).

Urbanization: Turkey has a very fast-growing urban populatioajmy due to rural-urban migration
during last five decades. According to the moren¢data, 75 per cent of population is living imyince
and sub-province centres while this was only 35ceet of the total population in 1970 (TurkStatD2p
Urbanisation brings deep socio-economic and cultcihanges; more women are economically active,
there are more nuclear families, and greater dissbetween housing and workplaces (Kog¢ et al.7)200



Changing Life Style Urbanization greatly influences the demand falividual cars, deep-freezers,
refrigerators, microwave ovens, and other usendllig cooking and stocking devices, ready-to-eat or
user-friendly processed food-drinks, and largeilretalets where consumers can do all their shogpin
save time. The changing shopping behaviour of cmess and their increasing demand for high-quality
products stem directly from rapid urbanization,ré@asing education levels, per capita income growth,
increasing numbers of wage-earning women, and @saimgthe family structure towards a nuclear family
(Kog et al., 2007).

Increasing per capita income: Per capita gross domestic product (GDP) reachedndrd 0
thousand US dollar in 2008 which is 4.7 times highan per capita GDP in 1980. According to the SPO
(2009a), even if there is a skewed distributiommobme among the different socio-economic clagbés,
increase has a very positive impact on global coypion patterns of urban households.

Education level The general level of schooling changed duringstseond half of the last century.
The percentage of the population who had graduabed primary school (five years), junior high schoo
and equivalent (three years compulsory), high schod equivalent (three years) and higher education
(university education) increased from 69.5, 4.8, &nd 1.3 per cent in 1950/1951 to 100, 64.3, 8Ad/
23.2 per cent respectively in 1996/1997. The dditde schooling was 87.6, 53.3 and 25.7 for primar
(eight years compulsory), secondary school (3 yeard higher education respectively in 1997/1998 an
further increased 104.5, 87.6 and 38.2 respectif@lyrimary, secondary and higher educatiohe
rate of schooling in female population also reaci€2.6, 80.7 and 33.6 respectively for primary,
secondary and higher education (SPO,2009b).

In addition to mentioned demand side drivers, syppe drivers have also affected restructuringhef
retail sector. The flow of foreign direct investrenith the liberalisation process, has been aroitamt
determinant of supermarkets’ expansion among thiems (Reardoet al, 2003:1140-1141).

Foreign direct investments (FDI): Important changes occurred at macro-economic lanelin
government policies when structural adjustmentqgidi were applied and the Turkish economy was
opened in 1980. In the agrifood sector, the foat@ssing and retailing sub-sectors changed gresthy
the arrival of large foreign companies from FranGermany, Holland and Belgium. The first foreign
investment in food retailing was made by the Fresompany Prisunic who collaborated with the
Municipality of Istanbul to open the BELPA hyperrker in the Merter district of Istanbul in 1990.
Carrefour started its joint venture with Sabanciditgys in 1993, while the Dutch hypermarket chain
Spar arrived in 1994. Kipa hypermarkets, a Belgiamkish joint venture, opened its first hypermarke
in 1zmir in 1995, followed by Metro Group, who areid in 1998. In 2003, the British company Tesco
entered the Turkish retail market by buying the &Kgupermarket chain. As of 2004, total investment
made by Carrefour and Metro Group in food retadteewas 791 million US dollars; the share of the
Carrefour was 69.7 percent (Kog et al., 2007).

Government policies supporting the retail sector:Since 1985 successive governments have
supported the modern retail sector, but mainly éhegh a certain format and size. The government’s
aim was to increase tax revenues thanks to grestias while reducing the level of unrecorded
commerce. In the mid-1980s government support wastgd to business centres, entertainment centres
that host social events, and to the constructioshopping centres through investment subsidiesljtere
and tax reductions. Among the different retailetegaries, hypermarkets have been the major
beneficiaries of increasing government supportesit®92. In 1994, almost all government support was
captured by the hypermarkets being establishedripel cities, mainly in Istanbul. Over time, retele
from other regions also benefited from governmepipsrt, which was oriented mostly toward importing
the technology used by hyper and supermarkets (Qi€97).

2 Even if there is an important increase in the number of individual cars, overall car ownership
is still very low in comparison with European Average (92 cars per 1,000 people in Turkey in
2007, versus 345 in Europe Region) (OSD, 2009).

3 The last reform in the Turkish education system, in 1997, combined elementary with
secondary school education, so primary education was expanded from five to eight
years and this changed the statistical data for the 2003/2004 period.
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3. Evolution of the retail sector from 1950 to 2008

The structure of the food retailing sector in Tyrke largely based on micro-grocefsakkal, manav,
etc.) that were established as family businessks.profile and historical evaluation of the majood
retailers are reported in Table 1.

Table 1: Profile of the Major Large Retailers and Restruciin Turkey (2008)

Company Information about firm The number of store | Number of | Turnover
Name And and type of outlet| employee* | (million $)*
Ownership (2008) *
Migros It was established by Turkish-Switzerland 241 (Migros) 15.500 3.925
(Turkish partnership in 1954. #trengthened its 672 (Sok) (2008) (2008)
And UK) leadership position in the markets by acquisition 6 (5M Migros)
of Tansa in 2005.The major share (50.8%) of | (hyper, supermarkets,
Migros was taken-over by British BC Partners indiscount stores (SOK)
2008. Further it acquired 18 stores of Yonca | and e-trading)
market and took over Mak Food chain with 8
stores in 2009.
Tansa It was established in 1973 immir in Aegean Region. It | 262 (Tansas)
acquired the Macro supermarkets chain in 2002alkin | g(Macro)
It was purchased by Migros in 2005.
Bim It was established by five partnerships in1995as-h 2.300 13.700 3.078 (2008)
(Turkish, discount market format. Its business style is similith | (discount stores) (2008)
Usa,And Saudi| German ALDI format.
Arabia)
CarrefourSA It began a single store in Istanbul. It becamera jo 470 7.200 1.770
venture with Sabanci in 1996 and it was named (discount stores, (2008) (2008)
(Turkish  And | CarrefourSA. It acquired Gima supermarket chain supermarkets
French) (including Endi discount market with 47 storespd05. hypermarket) '
Recently, local supermarket chain called Kenan &ime yp
Adana province and 12 local market chains in Samsup
province was taken over by CarrefourSA in 2009.
Gima It is the first national supermarkets chaifutkey. It 81 3.500 500
was found in 1956 as a public economic enterplise.
was privatized and purchased by Fiba Holding in6199
Finally, it was acquired by CarrefourSA in 2005.
DIA began to open its first store in Istanbul & #nd of
DiaSA 192805 (a;tgb&;hed a partnfrsh%wighhSabanc% Iflgl
. in . Endi discount markets 47 with stores jdite )
(Turk!sh— DiaSa group in 2005 after CarrefourSA acquired the 550 (hard discount store) 2.800 491
Spanish) Gima supermarket chain and its Endi discount stiores
2005.
Metro METRO Group has been active in Turkey since 1990] 13 (Metro Cash&Carry)| 5.000 2.155 (2008)
(Germany) 11 (Real Hyper Market)| (2008)
8 (Media Market)
Tesco Tesco entered the Turkish market in‘2003 by acagiri | 30 (Hyper) 7.500 1.000
(UK) the Kipa which was already foundedlimir in 1995. 62 (Express) (2008) (2008)
(discount stores,
supermarkets, and
hypermarkets)
Kiler It was established as grocery store in 1981 andedam | 160 5.700 1.000
(Turkish) KILER in 1994. It purchased the 51 per cent of Cane (supermarkets and (2008) (2008)
supermarket chain in 2005 and Guler market in 2006. hypermarkets).
also took over the Karincalar Market chain in 2007.
Yimpas It was founded in 1982. It has 500—20063pace for 15 (domestic) 7.000 538
(Turkish) supermarkets. 2 (foreign) (2007) (2007)
(supermarkets and
hypermarkets) (2007)
Makromarket- | It was founded in 1991 in Ankara. It purchased the 104 3.500 750
(Turkish) Nazar market chain and mergered with Uyum market| (supermarkets and (2008) (2008)
chain in 2007. Recently it bought the Afra markets hypermarkets).
chains in 2008, acquired Kaya supermarket with one
store in Samsun province and took over Eras
supermarket in Kayseri province and kept on itswgno
in 2009.
Adese It was founded in Konya in 1991. It was the first 119 (sipermarkets and | 2.720 346
(Turkish) supermarket chain in Konya and it kept up growth b | hypermarkets). (2008) (2007)
taking over the Mercek markets in 2007.
A.101 It was founded in 2008. Its four shareholders azizlar 320(hard discount 1.350 n.a.**
Turkish ~ And | Holding, Balsu Food Co., Participation Bank of Asya | stores)
Singapore and Oligo Investment Co. It works in hard discounts
store format.
Begendik It was founded in 1986 in Kayseri. It has a growth 16 (supermarkets and n.a n.a.
Turkish strategy towardsDepartment Store” Style. hypermarkets).
Pehlivanoglu- It was founded in 1980 as regional chain in Aegean 96 (markets and 1.300 n.a.
Turkish Region supermarkets).

Source: *Obtained by the Author from the firms’ website. *3nmeans “not available”
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As seen in the table, traditional structure of temiling started to change during the 1950s wittes
initiatives to create ‘self-service’ retail chaiffisst under the Sumerbarikand (which was a state-owned
company that included a commercial bank, textilenafiacturing plants and consumer textile product
stores), then later by inviting the Swiss retadepperative_Migrogo invest in Turkey. The arrival of
Migros created important spill-over effects in Teyls retail sector, particularly in Istanbul whete
cooperative had its headquarters. The countrygektrconglomerate, Ko¢ Holdings, bought the capital
the Turkish affiliate of Migros from the Swiss caoptive in 1975, keeping the right to use the name
‘Migros’, but only in Turkey.

Gima food retail chain was the first multi-store to apm Ankara, in 1956, and was founded as a
partnership of the Agricultural Bank, Turkish Gr&oard, and Gunelnsurance Company. This chain,
which was one of the most common department staids a grocery department in Turkey, was
privatized in 1993. It had 57 stores in 22 proesmic It was purchased jointly by Bilfer Mining Coamy
and Dedeman Tourism in 1993, and then sold in 189Fiba Company. CarrefourS#cquired the Gima
Retailing Group from Fiba Co. in July 2005 for $132nillion, together with its Endi discount stores
network. Further, Endi joined to the DiaSA discogh&in in the same year. This acquisition pushed
CarrefourSA to challenge for the top position i tB005 national ranking of retailing companies in
Turkey, up from fourth place.

Tansasfood retail chain was established in 1973 by thenldipality of Izmir. It became the leading
retail chain of the Aegean Region and the secorgk# chain in Turkey after Migros by the late 1990
The company was sold to Dogus Group in 1999, onthefleading conglomerates in Turkey. Under
Dogus Group management, Tansas gained a footholstanbul in September 1999 by acquiring the
Bonus chain with four stores, and opened four notée city by the end of that year. In JanuarQ@0
Tansas acquired the Macro supermarket chain, whach15 stores in Istanbul. In 2003, the company
operated in three regions with 220 stores, equatiri5,155mof sales area and 4,067 employees in the
Aegean, Marmara, and Central Anatolia regions,wsitiol three types of store: hypermarket, supermarket
and discount. The success of the company was fotie anain reasons for its acquisition by Migros in
2005. However the true take-off of supermarket$urkey took place in the early 1990s with the ativ
of Carrefour in 1991 and which established a jo@iture with the second-largest Turkish conglongerat
Sabanci Holdings in 1996 and its name become Qem8A in 1997 (Ozcan, 1997 and
www.carrefour.com.jt

DIA began to open its first store in Istanbul s #nd of 1999 and established a partnership witkaga
Holding in 2000. DiaSa continued to its growth ghasing of Endi discount market with 47 stores in
2005. The British company Tesco entered the Turkish Ireteirket by buying the Kipa supermarket
chain in 2003. MakroMarket founded in 1991, haswgr by buying Nazar market chain and Uyum in
2007, Afra markets in 2008 and Kaya and Eras suaenh in 2009. Adese, also has keeping on its
growth via purchasing Mercek markets in 2007. Idithoh to growth via mergers & acquisitions, some
new market chains has founded in 2008, such as1lADQring the crisis period, Bim, Sok (belong to
Migros), A101 and DiaSA like discount formats hawereased the number of store. It seems this growth
trend will continue via internal and mergers & aisifions during next years.

As seen in Table 2, there is a change from traifiogetailing towards organized retailing in Turkey
Although the share dfakkals(small grocers of less than 5€nin the total number of food retail outlets
decreased from 91.6 to 82.8 per cent between 18862808, they still constitute the bulk of food
retailing in terms of numbers. There has been &tanbal increase in number of discount stores and
supermarkets. During the last decade the econonsis Gn 2001 contributed to this increase trend.
However, total number of the hypermarkets and supstets (including big, medium and micro size)
increased from 2,979 to 8,252 between 2000 and.206@ growth in larger outlets has had an impact o
bakkals,with increasing numbers having closed. It is e&peé that the market share ldkkalswill fall
below 35 per cent by 2010. The discount store &ras been one of the most attractive investments
the retail sector in the last few years, as showthb rapid rise of BIM, a Turkish company foundad
1995 with US and Saudi Banks as the other mainesbéders. BIM focuses on discount stores and has
grown into one of the largest retailers in Turkejth more than 2,300 (as of 2008) scattered through
the country. The number of the BIM increased alntastfold since 2005. BIM is sometimes called the
‘Turkish Aldi’. The first discount stores appearedthe mid-1990s and have rapidly spread throughout
Turkey during last decade. Hypermarkets (superntsddemore than 3,500Mhave recently emerged as
key players in Turkey’s retail sector. There wétein 1995, which grew to 151 in 2002 and 183 i6&0



Table 2: Evolution of the number of food retail outlets in Turkey (1998-2008)*

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Hyper, Chain
and 2,135 2,421 2,979 3,640 4,005 4,242 4,809 5,54 746,4 | 7,221 8,252
supermarkets

Hypermarkets
>2.500 M

Big
Supermarket | 210 251 306 357 368 367 396 454 504 568 623
1000-2500 th

91 110 129 149 151 143 152 160 164 178 | 183

Supermarket

400-1000 h 464 567 726 835 909 968 1,082 1,258 1,567 1,712 1,90p

Micro

supermarket | 4 574 1,493 1,818 2,299 2,577 2,764 3,179 3,673 39,2 | 4,763 5,544
< 400
Mid-size
market 12,192 | 13,247 | 13232| 13,210 13558 14,537 15107 0765 | 14,775 | 14,876 | 15,273
50- 100 rA

Grocery
<50 nt

Total
organized 169,747 | 164,593 152,974 145,430  139,9p2 143,062 ,78%2| 141,018| 138,10 137,31  136,8p0
firms

Source Nielsen, 2005, 2007 and 2009 (Fast Moving CoresuBoods-FMCG Retail Market Reports).

155,420 | 148,925 136,76 128,540 122,312 124,283 ,7822| 120,397 116,857 115,22p 113,295

4. Consolidation, Concentration and Anti-Competitive Practices

4.1. Consolidation and Concentration

An important concentration process during summ@5s2eeply restructured Turkish retailing: Carrefour
which entered the Turkish market in 1991 and formed it jeénture with Sabanci in 1996, bought the
Gima supermarket chain in July 2005. As mentionefibie, the leader of the sector, Migros, acquired
Tansa supermarkets in 2005. At the same time, locajgrlike Kiler an Istanbul-based supermarket
chain, bought 51 per cent of the capital of Cametlge largest supermarket chain in Ankara region
(Kobifinans, 2005). In 2003 the British leader @@slso entered the Turkish retail sector by buyirey
Izmir-based medium-sized regional chain Kipa. Fifath2005 onwards, Migros remained the leader in
the Turkish retailing sector, with an estimatedawer of more than $3,9 billion in 2008 while Céote,
with a cumulative turnover of $1.8 billion in 20@Bcluding former Gima see Table 1) became the
challenger (Kog at al., 2007). As seen in Tabledhsolidation has further been continued with regio
domestic supermarket chain in 2005 and onwards ssctMakromarket (Nazar, Uyum and Afra
supermarket chains), Killer (bought Canerler andleGsupermarket chains) and Adese (Mercek
supermarket chain). Further consolidation is exgeb@nd the market is likely to become increasingly
more concentrated. The regional concentrationds alcreasing in Turkey. In a local based study (fo
Izmir), (Kompil and Celik, 2006), it is forecastewt 1,900 groceries (bakkals) would close downthad
share of big chain supermarkets would increase #8r#6 to 59 % in next five years. As seen in Tale
first-five firm concentration rate exceed 60 pentde food retailing. Even if global grocery reti such
as Metro, Tesco, and CarrefourSA are increasing firesence, Migros Turk still remains the market
leader thanks to the continued expansion ofSik discount stores, which have been one of the few
formats that benefited from the economic downturn.

Table 3: Organized Retail Chain in Food Based Grocery R8tles, (2008)

Enterprise (%)
Migros 22,4
Carrefours 13,¢
BIM 13
Metro 7,6
Tescc 4,1
Other: 384

Source Turkish Competition Authority (www.rekabet.goy.tr

4 According to the definition of A.C. Nielsen, Turkeyetailing sector can be categorized into sixrmai
outlet types based on sales area: Hypermarkets€ah800m?); big supermarkets (between 1,500 and
2,000m?); supermarkets (between 400 and 1,000néjpsupermarkets (between 100 and 400m?);
mid-size markets (between 50 and 100m3); and teaaik groceriesk{iakkals)(less than 50m?2).
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4.2. Anti-Competitive Practices

There were 23 complaints against retail firms tokidh Competition Authority during the 1998-2008.
The most of these complaints are related to sadd@wbcost (predatory pricing) and discriminatory
practices (Celen et al, 2005:37-38). As mentionefote, price flexing, listing fees, shelf fees, ,
advertising and announcing fee, discount pressurepnditional product restoration and forces fomow
private label product package are commonly useidcamipetitive practices in Turkey food supply chain
(Kovacl, 2007, Celen et al, 2005, TESK, 2008:106}1Competition Commission (CC) determined 52
anti-competitive practices in United Kingdom (UK) hieh accepted as an indicator of
monopsony/monopoly power and confirmed 30 of 5Zfras were executed by five largest retail chains
in the UK (CC, 2000). Based on the surveys, intaxg, articles and news gathered from newspapess (se
table in Appendix), anti-competitive practices exted by supermarket chains in Turkey were arranged
in order and also compared with anti-competitivactices determined by UK CC (2000). As seen in the
Table 4, 16 of 52 practices executed by supermsudeet against the suppliers. Some food manufasturer
gave up supplying their products to supermarkets tduthese anti-competitive practices (for example
Besler Food Co. in Kutahya)

Table 4: Anti-competitive practices in Turkey in comparisim the UK CC (2000) practices

Practices of retailers are determined as monopaiygx indicator by the UK CQ Situation in Turkey

Required or requested payments from suppliers esndition of stocking and Article 2, YES
displaying their products, or as a pre-conditiontfeing on your list of suppliers.

Required or requested suppliers to make a paymetuetter positioning of their Article 3, YES
products within your stores.

Required or requested suppliers to give an impr@&rgnm terms in return for Article 4, YES
increasing the range or depth of distribution @fitiproducts within your stores.

Required or requested a financial contribution fransupplier in return for it$ Article 9, YES
products being promoted within the store during year (described by some
supplier as “pay to play”).

Required suppliers to give over-riding or “in aifgttion” discounts. Article 10, YES

Sought discounts from suppliers retrospectivelyclvhieduced the price of theArticle 11, YES
price of product agreed at time of sale.

Required or requested compensation from a suppiiem your profits from a Article 13, YES
product were less than you expected.

Sought support from supplier to match a lower tepaice of a product by Article 14, YES
competing retailer.

Required or requested suppliers to buy back unieids, or failed to pay fof Article 17, YES
them outside a written agreement that “sale ormétwas in the terms of sale.

Failed to compensate suppliers for costs causedughr your company’'s Article 21, YES
forecasting errors or order changes.

Required or requested suppliers to contribute §ipally to the cost of store Article 23, YES
refurbishment or the opening of a new store.

Delayed payments to suppliers outside agreed adn@hperiods, or by morg Article 25, YES
than 30 days from the date of invoice, where dek#ehad been made to your
specification.

Instigated a promotion on a product without theeagnent of the supplier andArticle 46, YES
requested the supplier retrospectively to fundptteenotion.

Required or requested suppliers to make contribuffica promotional activity] Article 48, YES
carried out by your company failed to meet expetieget.

Invited suppliers to make contribution to charitabkganizations (directly or byArticle 51, YES
participation in events designed to raise monetwh bodies).

Required or requested suppliers to make paymenis $pecific promotion (e.g. Article 52, YES
gondola ends, advertising allowances) where thenpays exceeded the actual
costs to your company.

Source The CC (2000), Kovacl (2007), Celen et al (2008SK (2008) and newspapers.

® Information gathered via personnel interview.
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5. Conclusion

Globalization and concentration have substantiatigreased in food retailing in Turkey. While
urbanization, changing life style, increasing papita income, education level are demand side idrive
of expansion of supermarket chain in Turkey, famewjrect investments and government policies
supporting the retail sector are supply side dsivdhere has been a tremendous transformation from
traditional retailing towards organized retailimgTiurkey since 1990. The five retail firms Metrasto,
CarrefourSa, Migros Turk and Bim has taken thedbigre of the domestic retail sales and their market
share is 61 per cent in food retail sales. It jgeexed that concentration rate will increase viagees &
acquisitions and internal growth in next years.

With increasing concentration, anti-competitiveagiices has appeared in the food supply chain in
Turkey: listing fees, shelf fees, advertising andauncing fee, discount pressure, unconditionadiypco
restoration, entrance fee and forces for own peivabel product package are some anti-competitive
practices. Based on the interviews and literaturgeyy and news gathered from newspapers, it isdfoun
that several anti-competitive practices are exetcbtesupermarket in Turkey when these practices are
compared with the anti-competitive practices debeech by the United Kingdom Competition
Commission (2000). It is observed that at the nmaddi of 52 practices are executed by supermarkets
against the suppliers. Moreover, price flexing aakks below cost can be reflecting the monopolygrow
in consumer market segment. It is clear that, aystwhich investigates the effects of increasing
concentration in food retailing on competition, fae¢ and labour market is necessary.
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Appendix:

Table: Media News Related to Food Suppliers’ Complaintsuati-ood Retailer

News Headline

Sources and Content of News

Food Producer does nd
a feed for Supermarket
Chains Date:
01.01.2009.

tSource: Emin Demirci (Olive Processing Plant Owner ana atember of
Aegean Olive and Olive oil Exporter Associatioigupplier has to pay fee to
retailers for shelf space, entrance, promotionahakrtising and so on.
Furthermore, it is required to supply at least 20¢ent lower price than
normally selling price. The terms of payment islpnged up to 90 days, but
is extending up to 120-150 days during economgisriFurthermore, retailer
also charges cost of new stores on supplier. lerotlords, suppliers are
financing new stores of the chain retailers
(http://lwww.tarimdunyasi.net/?p=236 Access dateJge 2009).

Bad News for 3
thousand Producers!
Date:01.08.2005

Source: Edirne Vegetable Oil Processing Plant Owner (Oliaril) and
Marketing Manager of Bifa Cookies Compartye stated that the exhibition
of the product on the retail shelf space is assupnestigious by food
manufacturerThis is the reason, supplier give product to chetailers even
if they can not make profit from the business. Bhglf space rent is very
expensive that ranges from minimum 2 thousand &2 thousand US
dollars depending on the number of product assartni€he terms of
payment is prolonged up from 60 days to 90-120 ddtes delivery day.
Many suppliers also complained that the terms gfEnt are longer.
Furthermore, supplier has to make higher priceadistin order to enter to th
retailers’ stores since price competitions amorgrétailers put pressures on
suppliers for price discounts. Some suppliers ggveorking with
nationwide chain retailers such as Olin.
(http://lwww.capital.com.tr/haber.aspx?HBR_KOD=308%kess Date 05 Jun
2009).

—

11

Retailers request
surprisingly its

sponsored concert cost
from its supplier. Date;
04.10.20086.

Source Independent Manufacturers and Business Man Agsooi
(MUSIAD), Head of Food and Agriculture Committeeb@urrahman Kaan).
Suppliers can able to obtain payment for its dejifeom the retailers up to 6
months and pay at least 2 thousand shelf spaderfeach product. Some
retailers also request separate shelf fee for ehith stores. Furthermore,
retailers started to charges the cost of sponsmwedert, social assistance
made to institutions or persons on suppliers. f€h@s of payment are at lea
two months even if the product is used at mostiwitén days such as meat
and dairy products. Supplier may be indebted i the not pay attention to
contract agreement. Supplier has to pay extraf ey want to put their
product in the hotspot (called insert). The costrfance fee to new stores i
more than 5 thousand Euros. In summary, sum degeand cost reaches 3
percent of product gross receipts. (http://www.tazejeler.com/?a=1723449
Access Date 05 June 2009).

(*2

(=)

Retailers are using its
own private brand in
order to offer product a
low prices. Date:
13.12.2007.

Source Reis Gida (President of Board of Directors, MehReis). He
complained about the retailer’'s ethics behaviow sHid that after 2001’s

I severe economic crisis, retailers started to affgrackaged and private bran
pulses without serious quality check and also tdlsktheir own private
brand goods on the foot level versus manufactiumesids at top of the shelf.
(http://lwww.referansgazetesi.com/haber.aspx?HBR_K83934&KTG_KO
D=28 Access Date 06 June 2009)

GIMDER: Chain
supermarkets destroy
distribution sector.
Date: 23.09.2003.

Source Association of Food and Perishable Commaoditiestribiution
(GIMDER), head of executive committee (Mustafa Giilgie stated that big
supermarkets had created huge unbalances ingetadr and they don't give
guarantee deposit currency and commercial papealddestated that big
supermarket chains pay the bill whenever they whey don’t ensure any
security of tenure and their term of payment isropée expressed that big
supermarkets force the manufacturer for sale graltlucts in same
conditions. (http://www.dunyagazetesi.com.tr/habsiasp?id=144052

)

Access date 08 June 2009)
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Canned food sector
suffers from
appreciated Turkish lirg
in export. Date:
29.05.2008.

Source The executive head of Penguen Food (Orhan Gguicdle stated
that supermarkets or groceries buy some produdt®uti quality control for
market. He suggested that a new legal arrangerodsitifling this
uncontrolled product selling and uncontrolled pretckelling should be fined
at high rate. The problem of suppliers with rethidins is high rents. The 35
percent of total revenue of manufacturers is del/geretail chains for shelf
exhibition.
(http://www.referansgazetesi.com/haber.aspx?HBR_K@8D72&KOS_KO
D=102 Access Date 06 June 2009)

Firms in food sector in
Trabzon is in trouble.
Date:26.05.2009.

Source Tansa Food Market Manager (Abdurrahman BlyukgydHa stated
that the supermarket chains don’t want to markedllfood products. The
Trabzon municipality licensed many supermarketmchéo their affiliates but
these supermarkets sell products produced in oiggwns not local food
products. This application put pressure on locatifmanufacture in Trabzon
(http://www.haberexen.com/news_detail.php?id=12A8dess Date 11 June
2009)

From Turkey: Rice
Miller Association
(PDD). Date:
07.02.2008.

Source The Head of Rice Miller Association (Turgay YgtiHe stated that
fast growing supermarkets replaced the wholesaléhes quality expectation
has slowed. Mr.Yegihas also stated that, big supermarket chainsymegss
for price reduction to suppliers, sometimes pricenore important than
quality of product.
(http://www.gidasanayii.com/modules.php?name=Newsé&article&sid=14
378,Access Date 07 June 2009)

SME (Small and
Medium Scale
Enterprises) is against
to hypermarkets and
supermarkets. Date:
25.12.2008.

Source The Head of Association of Small and Medium Sé&atéerprises
(KOBIDER) (Nurettin Ozgenc). He stated that a new lagaingement is
necessary to protect the small retailer againbigeupermarket chain’s unfa
trade practices.
(http://hurarsiv.hurriyet.com.tr/goster/haber.asgx20632398&tarih=2008-
12-25 Access Date 11 June 2009)

The number of grocery
has decreased. Date:
24.11.2005.

Source: The head of Antalya Chamber of Commerce and Ind@aff SO).
Mr. Kemal Ozgen states that growing rate of hypekets in Turkey is four
times faster than in Europe. This harms small segbglers, wholesalers and
manufacturer. A big chain sells contracted manufaeg products as their
own label. Big chains give priority to their owrbk products on shelves.
They also request high shelf fee from small prodsicEhey request price
reductions for products. This brings additionalllgrges for manufacturers t
compete in domestic and foreign markets.
(http://arama.hurriyet.com.tr/arsivnews.aspx?id-288% Access Date 07
June 2009)

Source: Authors gathered from news form newspapers andivesh
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