Sobeys next in line to hike supplier fees
after Loblaw, Metro, analysts say
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A man leaves a Loblaws store in Toronto on Thursday, May 3, 2018. THE CANADIAN
PRESS/Nathan Denette

Analysts said Monday that Stellarton, N.S., based grocer Sobeys Inc. will likely follow its

Canadian competitors in raising supplier fees, a move they warn could lead to less
competition and, relatedly, higher food costs and fewer brands on store shelves.

Loblaw told suppliers last week that the cost of getting products on shelves would go up in

January.
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TRENDING STORIES

o September factory orders up 1.9%, economists see risks ahead

o Foreign buyers tax doesn’t worry Vancouver’s pro sports teams
e S&P/TSX composite down in early trading, U.S. stock markets mixed

o Vision Vancouver will not run a mayoral candidate for first time in party’s
history
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Citing plans to invest $6 billion in improving its in-store and digital operations over the
next five years, the company said in a supplier letter that the grocery business has become
"more challenging and costly to operate.”

Walmart Canada announced a fee hike in July that prompted United Grocers Inc., a national
buying group that represents Metro Inc., to tell suppliers it expects the same cost

reductions as competitors.

Food and grocery analysts said the fee increases could hurt food processors, leading to
more imported and private label foods in supermarkets.

They also said it puts independent grocers at a disadvantage, since they don't have the

leverage to pass on rising costs to suppliers.

University of Guelph food economist Michael von Massow said all the big grocery stores
will likely follow suit in an effort to stay competitive.

"I'd be surprised if other big grocery retailers didn't do the same thing," he said Monday.
"We're likely going to see this happen across the board."

Sylvain Charlebois, a professor of food distribution and policy at Dalhousie University, said
he expects Sobeys will announce similar fees "before the holidays."

Although Loblaw told suppliers that it is committed to protecting its customers from the

risk of higher prices, analysts said the fee increases will likely be passed on to consumers.

"Grocers will always position themselves as the defenders of consumers," said Charlebois,
the director of the Agri-Food Analytics Lab.

"That's how they present these measures, but the costs will eventually be passed on."

He said the bigger concern is the impact on food manufacturing and independent grocers in

Canada.

"We have an oligopoly in food retail in Canada," he said. "It's been very difficult for food

manufacturing and it also puts smaller independent grocers at a disadvantage.”



Charlebois said he expects to see more private food labels in grocery stores and fewer food

manufacturing jobs in Canada.

"Food manufacturing is really the centerpiece of our entire agri-food sector and it's slowly

eroding as a result of all of these measures."

Gary Sands with the Canadian Federation of Independent Grocers said suppliers are doing
"logistical cartwheels and financial somersaults” to meet the needs of large food retailers in
Canada.

He said smaller stores without the leverage to make similar demands or pass on the costs

of doing business can't compete.

"They're off-loading costs on to suppliers that the independent grocers have to pay for
ourselves," said Sands, the organization's senior vice-president of public policy. "It's further
threatening our ability to stay on the playing field."

Sobeys did not respond to a request for comment about whether the company plans to

increase the fees it charges suppliers.

This report by The Canadian Press was first published Oct. 26, 2020.



