Independent grocers say supermarket giants Coles and Woolies are deliberately killing competition.

The Master Grocers who represent smaller operators say the supermarkets are opening oversized and unprofitable stores just to lock out competitors.

They say they have evidence which will force the Federal Government and the Australian Competition and Consumer Commission (ACCC) to act.

The supermarkets giants deny the claims, saying they are just servicing future demand and growth.

Australia is one of the most highly concentrated grocery markets in the world.

The retail duopoly of Coles and Woolworths controls about 80 per cent of dry groceries and nearly 60 per cent of fresh produce.

Joss De Bruin, who represents the smaller players like IGA (Independent Grocers of Australia) and Foodworks, says the big two are abusing their market power.

"I think what's at stake here is diversity, innovation, is really robust competition," he said.

He says the supermarket giants are opening oversized and unprofitable stores in marginal sites like West Dubbo and Ulladulla in New South Wales and Seville in Victoria just to obliterate local businesses.

"And they will build those supermarkets - large supermarkets, inappropriately sized supermarkets - and they will be able to operate those supermarkets for a time at a loss because they can," he said.

"Because they can cross-subsidise those supermarkets.

"Meanwhile, the area that that supermarket is now located in is massively affected from a small township through to a regional city, even into the metro CBDs of Australia." Market dominance The smaller operators will produce a report next month that will call on the ACCC to rein in what they say is anti-competitive behaviour.

"Some things need to change, and that is that planning laws and competition law need to be looked at in regards to the way in which retail supermarket floor space is allocated," Mr De Bruin said.

"We do believe that there ought to be a competition test of some kind at a local level to determine size of floor space commensurate with population." The claims have been bolstered by a Commonwealth Bank report that found the big two are planning to expand floor space by more than 5 per cent in the next several years; a rate that is three times population growth.

Coles has rejected the claims.

"This is a nice conspiracy theory but has no basis in fact," it said in a statement "We only open stores where there is a consumer need and we believe we can make a return on our investment." Woolworths also declined to be interviewed but issued a written response saying: "The company continues to invest in Australia, creating Australian jobs and providing world-class shopping facilities for Australian communities." But a leading food marketing academic, Professor David Hughes from London's Imperial College, believes it is going to become tougher for the big two to maintain their market dominance.

Professor Hughes gave evidence to the recent Senate inquiry into Australia's food processing sector.

"With internet shopping there is so many ways that we can get products which are not through a supermarket," he said.

"I think it's brilliant.

I think as we go forward it's going to be tougher and tougher for supermarkets to hang on to the degree of market power that they've got, and I think that's good for the in

