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Traidcraft 
Traidcraft is a fair trade organisation which works to bring about a world in which trade supports 

international development. 

Traidcraft is made up of two organisations. Traidcraft Exchange is a UK-registered charity (number 

1048752). It conducts research into international supply chains, and makes recommendations for 

how purchasing practices and regulations can empower farmers and workers in developing 

countries. Traidcraft Exchange also carries out development projects in a number of countries.  

Traidcraft plc, a social enterprise with publicly traded shares, is one of the UK’s most successful fair 

trade companies. It has extensive experience of purchasing products ethically from over 30 

developing countries and selling them to the UK market via a number of channels: supermarkets, 

wholesalers, small traders, via catalogue and online.  

As such, Traidcraft has a close understanding of the dynamics of international supply chains, the 

ways in which a company can choose to purchase from its suppliers and the challenges of different 

types of selling environments.  

Traidcraft was an active member of the Groceries Market Action Group, an informal group of civil 

society organisations and others which lobbied for the establishment of the GCA. Having advocated 

for regulation of supermarket purchasing practices since 2003, we have a clear understanding of the 

purpose for which the GCA was established and the objectives with which it was originally tasked.  

More recently, Traidcraft coordinates the Groceries Code Action Network, a coalition of 23 trade 

associations, member associations, NGOs, unions, food groups and other civil society organisations 

advocating for the extension of the GCA to support fairer trading relationships throughout the 

groceries supply chain. 

We have also made a submission to ‘Part I’ of this review offering our assessment of the GCA’s 

performance against its remit up to 31 March 2016. Traidcraft is also submitting a confidential 

annex, which supports the points made in this submission with case studies. 

Introduction: The dynamics of groceries supply chains 
 

Covering: 

Questions relevant to trade associations 

3. From your perspective what are the most significant challenges in the grocery supply chain? Can 

you prioritise these in order of impact? 

The UK groceries supply sector is experiencing market failure. Unfair trading practices persist in 

supply chains, supported by a climate of fear that discourages suppliers from complaining. 

Updated regulation is needed to prevent excessive risk and unexpected costs being transferred onto 

indirect suppliers of the UK’s ten largest supermarkets. Failure to take modest measures to support 
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fairer and more sustainable supply chains could lead to a less competitive groceries’ sector, reduced 

food security and a worse deal for UK consumers.  

In 2008, the Competition Commission published ‘The supply of groceries in the UK market 

investigation’.  

One of the key findings of the investigation was summarised as: 

“the transfer of excessive risk and unexpected costs by grocery retailers to their suppliers 

through various supply chain practices if unchecked will have an adverse effect on 

investment and innovation in the supply chain, and ultimately on consumers.”1 

It was on these grounds that the Competition Commission established the Groceries Supply Code of 

Practice (GSCOP) to define fair dealing and recommended that the government legislate to establish 

a body that could enforce the Code: this became the Groceries Code Adjudicator (GCA).  

However, the Competition Commission went further: 

“Although our terms of reference do not permit us to make any finding in this regard, and we 

are therefore unable to make a formal recommendation, we suggest that, if it subsequently 

appears that, despite the operation of the GSCOP (and the Ombudsman – which became the 

GCA), intermediaries continue to transfer excessive risk and unexpected cost further up the 

supply chain, Defra and BERR (now BEIS) should consider the introduction of appropriate 

measures, including the extension of the GSCOP and the role of the Ombudsman or the 

introduction of a similar, complementary code and arrangements to cover the intermediaries 

and primary producers.”2 

The Competition Commission clearly recognised that its recommended course of action might not be 

sufficient. Excessive risk and unexpected costs continue to be transferred onto indirect suppliers to 

supermarkets. This constitutes a market failure, and has an adverse effect on competition proximate 

to the findings of the 2008 Competition Commission investigation. Traidcraft therefore calls on BEIS 

to extend the role of the GCA, supported by a complementary code based on the principle of fair 

dealing, as suggested by the Competition Commission.  

This submission will describe the various ways in which more powerful parts of supermarket supply 

chains transfer risk and cost onto their weaker suppliers. It will then make the case for regulation to 

address these problems, along with an assessment of the risks of taking no further action. Finally, it 

will explain why, in Traidcraft’s view, the extension of the remit of the Groceries Code Adjudicator is 

the most appropriate means through which such regulation can be brought about.  

If BEIS chooses to extend the remit of the GCA through legislation there are a number of questions 

that would need to be addressed around the scope, powers and mode of operation of the regulator. 

Traidcraft’s views on these questions are summarised in a separate document ‘Proposal for an 

extended GCA’, jointly submitted with a number of other organisations.  

                                                           
1 p9, http://webarchive.nationalarchives.gov.uk/20140402141250/http://www.competition-
commission.org.uk/assets/competitioncommission/docs/pdf/non-
inquiry/rep_pub/reports/2008/fulltext/538.pdf 
2 p15, Ibid. 

http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/non-inquiry/rep_pub/reports/2008/fulltext/538.pdf
http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/non-inquiry/rep_pub/reports/2008/fulltext/538.pdf
http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/non-inquiry/rep_pub/reports/2008/fulltext/538.pdf
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Terminology 

‘Direct suppliers’ means businesses directly supplying the retailers that fall within the scope of the 

GCA. 

‘Indirect suppliers’ mean suppliers that comprise the supply chains of those direct suppliers. 

Supplementary note to evidence 
The evidence presented below is largely non-specific, anonymised and anecdotal in nature. This 

should not be taken as an indication that unfair trading practices do not prevail in groceries supply 

chains. Rather, the reluctance of actors in the supply chain to come forward with specific evidence 

detailing their experience is itself evidence of market failure.  

The Freedom of Information Act 2000 means that the Department of Business, Energy and Industrial 

Strategy is unable to guarantee the confidentiality of submissions. Suppliers that we have spoken to 

were therefore concerned that submitting evidence might lead to them being identified by their 

customers (in this case, direct suppliers or retailers), and that they would suffer some form of 

commercial retribution.  

Traidcraft’s experience is backed up by survey data. YouGov’s 2016 survey of the supplier 

community asked suppliers whether they would raise an issue with the GCA. Of those who answered 

‘no’, 56% cited concerns that doing so would damage their relationship with a retailer, whilst 47% 

feared retribution from the retailer such as delisting.3  

This reticence on the part of suppliers is understandable. The UK’s largest supermarkets and 

manufacturers dominate the market (the 10 supermarkets covered by the GSCOP constitute 96% of 

UK food retail4) and smaller players often rely on a single buyer for large proportions of their 

business – sometimes 100%.  Delisting can mean bankruptcy. Further basis for caution is found in 

the experience of Cafédirect, who asked the GCA to take a view on a dispute with Morrisons, 

following which they were delisted by the supermarket.5 Notes to Cafédirect’s financial accounts in 

2015 demonstrate the strain that delisting places on suppliers: 

‘Losses in recent years have significantly deteriorated the company’s cash position and the 

seasonal nature of commodity harvests and the working capital requirements of the business 

mean that there is a risk that company could exceed its overdraft facility and no longer be a 

going concern. The company mitigates this risk by ensuring a strong focus on cash 

management, negotiating short-term increases in the overdraft limit, if required, identifying 

alternative financing arrangements, as necessary, and ensuring that plans for the future 

                                                           
3 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/555463/GCA_Annual_Surve
y_Results_2016.pdf  
4 In December 2014 – data from Kantar Worldpanel 
5 Cafédirect’s 2013 Annual Review explains: ‘Morrisons switched from supporting Cafédirect as the only 
Fairtrade coffee brand to delisting the whole brand during a period where Cafédirect challenged Morrisons 
process with the ombudsmen as part of our commitment to making business fairer’ 
http://www.cafedirect.co.uk/wp-content/uploads/2014/05/Cafedirect2013AnnualReviewandAccounts.pdf  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/555463/GCA_Annual_Survey_Results_2016.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/555463/GCA_Annual_Survey_Results_2016.pdf
http://www.cafedirect.co.uk/wp-content/uploads/2014/05/Cafedirect2013AnnualReviewandAccounts.pdf
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achieve an improvement in the cash position and establish a sustainable business going 

forward.’6 

The ‘climate of fear’ in the groceries sector is not new. Indeed, when the Competition Commission 

gathered evidence of abuses in supermarket supply chains during their Groceries Market 

Investigation 2006-2008, they had to place legal orders on suppliers and others to get more precise 

evidence (which was then kept confidential). The Office of Fair Trading also recognised that giving 

suppliers the confidence to raise complaints without fear of retribution would be a continuing 

challenge in this sector.7  

The existence of this ‘climate of fear’ is evidence of market failure, since it demonstrates that large 

retailers and large suppliers wield disproportionate power within their supply chains that allows for 

unfair practices to go unpunished.  

I. Types of excessive risks and unexpected costs transferred to 

indirect suppliers 
 

Covering: 

Questions relevant to suppliers 

5. What, if any, are the barriers to growing your business? 

6. What are the major challenges you face in investing in your business and their resultant impact? 

7. In your view, are there behaviours in the grocery supply chain that are unhelpful by not covered 

by the Code, either because they are new behaviours not identified in the Code or because the 

behaviours are affecting businesses who are not direct suppliers to the grocery retailers? 

8. What impact do these behaviours have on your business and on consumers? 

11. What are the top two or three priorities in the groceries supply chain that you feel will benefit 

your business most if addressed? 

Questions relevant to trade associations 

3. From your perspective what are the most significant challenges in the grocery supply chain? Can 

you prioritise these in order of impact? 

 

 

                                                           
6 http://www.cafedirect.co.uk/smallstory/shareholder-information/  
7 p242, http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-
commission.org.uk/assets/competitioncommission/docs/pdf/non-
inquiry/rep_pub/reports/2008/fulltext/538.pdf  

http://www.cafedirect.co.uk/smallstory/shareholder-information/
http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/non-inquiry/rep_pub/reports/2008/fulltext/538.pdf
http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/non-inquiry/rep_pub/reports/2008/fulltext/538.pdf
http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/non-inquiry/rep_pub/reports/2008/fulltext/538.pdf
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Groceries supply chains serving UK supermarkets feature a number of practices that fit the 

Competition Commission’s phrase ‘the transfer of excessive risk and unexpected costs’, and that 

contravene the Principle of Fair Dealing articulated in Part 2 of the Groceries Supply Code of 

Practice.  These can be categorised as: 

 Late changes to the volume of orders 

 Issues surrounding the transfer of product ownership 

 Late or retrospective changes to price (pricing or deductions) 

 Changes to technical specifications and the method of assessing standards 

 Late payments 

 Intervention with indirect suppliers 

The Groceries Code Adjudicator is intended to prevent some of these practices, yet the narrowness 

of its remit means that it cannot support fairness along the whole supply chain. Traidcraft’s contact 

with indirect suppliers indicates that these practices are prevalent. However, suppliers are often 

unable to say whether unfair terms are a result of supermarket purchasing practices or are 

instigated by a supplier in the middle of the supply chain. This is explained further in Section II of this 

document.  

It is standard business practice for a company to seek to minimise the cost and risk that it bears. 

Where the transfer of risk and cost is unfair and/or an abuse of market power that in the long term 

is detrimental to the entire supply chain, there is a compelling case for government intervention in 

the model of the GCA. This was foreseen by the 2008 Competition Commission report.  

Excessive risk and unexpected costs: Late changes to the volume of orders 
It is impossible to forecast with absolute accuracy the volume of produce that will be sold by a 

retailer during any one time-period, but for obvious reasons forecasting is simplest closer to the 

event. For this reason, supermarkets and large food supply businesses often delay confirming their 

final orders for as long as possible.    

The earlier the volume of an order is communicated to a supplier, the greater the chance of that 

order being met in full without unnecessary overproduction and expense. Different products take 

different amounts of time to grow, process and pack, and the notice given to suppliers should be 

appropriate to the product. At present, supermarkets and large suppliers are able to change the 

volume of orders until the last minute as a means through which to divest themselves of the risk of 

over- or under-ordering. Since they will often apply fines or other sanctions to suppliers that are 

unable to meet an order in full, it is in the interests of each level of the supply chain to overproduce 

and over-order to ensure that they are not left short if an unexpectedly large order is received.  

This should not be seen as the acceptable working of a supply chain. It is clearly inappropriate for a 

supermarket, with ownership of rich consumer data and forecasting technology, transfers risk onto a 

producer that does not have access to such information. It is unfair and inefficient to expect 

suppliers to second guess the behaviour of parts of the supply chain several steps removed from 

them, and perhaps in a different continent. The absurdity of this situation is all the more 

pronounced when one considers the realities of farming different products. A bean farmer has to 

plant two months in advance of harvest, an apple grower has to plant trees two years before they 

can expect a good harvest, and livestock farmers have to rear animals for periods ranging between a 
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few months and a number of years. It is unfair, then, that buyers do not commit until the last 

possible moment. Farmers do not expect to be offered cast-iron guarantees that 100% of their 

produce will be sold, yet a model for sharing risks more fairly between different elements of the 

supply chain needs to evolve.  

The difficulties experienced by a farmer unknowingly having to overproduce to take account of late 

changes in the volume of orders is described at Annex 1.  

Unfair ordering practices, and the overproduction that they encourage, contribute to the global 

scandal of food waste. In the UK alone, 10 million tonnes of food and drink is wasted in the post-

farm gate food chain each year.8 There is a clear moral incentive for intervention to support fairer 

ordering practices at each stage of the supply chain. This is all the more the case since, as already 

detailed, it is farmers and exporters that disproportionately bear the cost for this waste.  

 

Excessive risk and unexpected costs: Issues surrounding the transfer of product 

ownership 
Suppliers who feel that they are being subjected to unfair purchasing practices often refer to the 

terms on which ownership of the product is transferred between seller and buyer. Logic and fairness 

dictate that a supplier should be paid in full for the volume of produce that is taken by the buyer as 

long as relevant standards have been met. When that buyer takes physical ownership of a product, 

the risks associated with transport, storage and handling should also pass to the buyer.  

This is not the case in a number of supply chains. In many scenarios, the buyer is able to make 

deductions to the price they pay based on damage to the product (real or invented) which occurred 

after the point at which the seller no longer had physical ownership of and responsibility for the 

product. This is explored in Annexes 1, 2 and 4. For a supplier this is a patently unfair situation that 

gives no certainty of income. For a buyer, this creates a situation where there is no incentive to 

handle produce carefully, and may therefore increase the volume of damaged, wasted food.  

The GCA has recognised that ‘transfer of ownership’ is something that can be manipulated by a 

buyer as a means through which to transfer inappropriate risks and costs onto their suppliers. The 

problem highlighted in ‘Drop and drive – delivery performance’, one of the GCA’s top five issues 

between 2013-15, is a symptom of an unfair transfer of ownership process.9 

 

                                                           
8 http://www.wrap.org.uk/sites/files/wrap/UK%20Estimates%20May%2016%20%28FINAL%20V2%29.pdf  
9 The GCA described the problem as follows: ‘Suppliers have reported that they experience problems where 

there is a disparity between what suppliers say they have delivered and invoiced, and what the large retailer 

says has been received. It has been reported that in some cases large retailers appear to automatically make 

deductions from invoices for alleged shortages. These deductions are difficult to challenge, dependent on the 

haulage method but particularly when using prescribed hauliers. Suppliers have informed the GCA that this is a 

major issue.’ https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/322415/10143-

GCA-Annual_Report_2014.pdf  

http://www.wrap.org.uk/sites/files/wrap/UK%20Estimates%20May%2016%20%28FINAL%20V2%29.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/322415/10143-GCA-Annual_Report_2014.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/322415/10143-GCA-Annual_Report_2014.pdf


 
 

Traidcraft’s submission to the ‘Groceries Code Adjudicator Review: Part II’ 
 

8 
 

Excessive risk and unexpected costs: Late changes to price (pricing and deductions) 
The simplest way in which cost can be transferred onto suppliers is for a buyer to pay a lower price 

than previously agreed – either by revising the unit price downwards or by deducting costs from the 

invoice without consulting the supplier. This is banned by the GSCOP, which states that ‘a Retailer 

must not vary any Supply Agreement retrospectively, and must not request or require that a Supplier 

consent to retrospective variations of any Supply Agreement.’ However, late changes to price are 

common in a number of supply chains. A direct supplier having to deal with an unexpected drop in 

income will look to transfer that cost onto their supply chain either through dropping prices or by 

making unilateral deductions. A case study of this practice is presented in Annex 2.  

Excessive risk and unexpected costs: Changes to technical specifications and the 

method of assessing standards 
A common way of transferring cost and risk onto suppliers is through a buyer changing the technical 

specifications of produce required or the method used to assess standards.  

Requiring the producer to offer a different size, shape or type of product is acceptable when it is 

done in a timely manner. It is unfair, however, to inform a supplier of a change after the point at 

which they can effect that change. An example of this, when a soft fruit farmer was informed that a 

different variety was required after the crop had been planted, is presented at Annex 3. 

Furthermore, Traidcraft is aware of examples of livestock farmers being given different size 

specifications for their meat products weeks after the point at which they would have had to 

slaughter the animals in order to meet the new specification.  

Given that many different products take a long time to produce, last-minute changes to technical 

specifications are often used as a spurious means through which to reject products. This has been 

amply covered by the research of the food waste campaign group Feedback, who have shown that 

the application of technical specifications has been used as a means through which buyers who have 

over-ordered can pass the costs onto their supply chains.10 

Some suppliers have an unfair process for assessing quality standards, resulting in a high percentage 

of rejections. For example, some quality assessments are conducted several days after a perishable 

product has been delivered to the buyers’ premises, leaving the supplier liable for damages to the 

product quality that may have happened outside their control. This is presented in more detail in 

Annex 2, 3 and 4.  

Traidcraft has also seen evidence of buyers changing their method of assessing and rejecting 

produce, which can subject suppliers to disproportionate risks. A normal procedure might be to 

check a standard sample of individual items against technical specifications (e.g. size, shape, colour) 

and discard as set out in a protocol. When market demand is reduced, or when the buyer has over-

ordered or is for any other reason seeking to pay for less of the product, these procedures may 

unilaterally change. A buyer might choose to reject an entire box if a single item has not met the 

criteria. This is likely to significantly increase the number of rejected boxes and therefore reduce the 

price paid to the supplier. Improved communication could help: if the supplier is made aware in 

advance of the processing standards being applied, this could impact on the checks that they apply 

                                                           
10 http://feedbackglobal.org/wp-content/uploads/2015/07/Food-Waste-in-Kenya_report-by-Feedback.pdf  

http://feedbackglobal.org/wp-content/uploads/2015/07/Food-Waste-in-Kenya_report-by-Feedback.pdf
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prior to sending the product to the buyer. A case study demonstrating these practices is found at 

Annex 1. 

Excessive risk and unexpected costs: Late payments 
Businesses in the groceries supply chain continually fail to pay their suppliers on time. Late 

payments, and especially those which are unexpected, create significant difficulties for smaller 

suppliers who are likely to be less well-capitalised and therefore more susceptible to cash-flow 

issues. A supplier waiting to be paid by their customer is often unable to pay its own suppliers, and 

therefore late payment practices have a clear ripple-down effect on the entire supply chain.  

 Traidcraft’s 2013 research into cashew nut supply chains showed that late payments by 

supermarkets have a direct effect upon producers.   

 

“European supermarkets receive cash from their customers on the day of sale, or 

within three days if the customer pays by credit card. However, the supermarkets’ 

industry standard is to pay suppliers 60 to 90 or more days after receipt of invoices. 

So suppliers might not be receiving any payment until after their product has been 

sold and consumed. This late payment is passed on by large EU processors [direct 

suppliers] to Indian cashew processors [indirect suppliers]. The norm is payment 

within two weeks of the cashews leaving India but payment can be as late as six 

weeks. This creates a cash flow problem for Indian processors, many of whom have 

purchased their [nuts to be processed] through credit from local banks.” 11 

When agreed payment terms are unilaterally extended, small processors of cashew nuts are 

pushed into cycles of debt and sometimes into bankruptcy as a direct result. 

 UK supermarkets consistently fail to pay their suppliers on time. MarketInvoice’s February 

2016 ‘The State of Late Payment’ report found that the UK’s largest supermarkets paid 

68.7% of all invoices late, with 6.8% of total invoices paid more than a month late.12  

Some but not all of the UK’s largest retailers are signatories to the UK’s opt-in Prompt Payment 

Code13. However, this is weakly adhered to since unlike the GSCOP it is not adequately enforced. 

Paragraph 5 of the GSCOP states that “A Retailer must pay a Supplier for Groceries delivered to that 

Retailer’s specification in accordance with the relevant Supply Agreement, and, in any case, within a 

reasonable time after the date of the Supplier’s invoice.” 

Notwithstanding this clear obligation many payments are late because supermarkets know the 

suppliers are likely to be very reluctant to complain.  

Excessive risk and unexpected costs: Intervention with indirect suppliers 
The Groceries Code Adjudicator was established to remedy the imbalance in power between 

supermarkets and their suppliers. However, proposing a regulator that focusses on the relationship 

between supermarkets and their direct suppliers is insufficient due to the nature of chain 

                                                           
11 p5, http://www.traidcraft.co.uk/media/3bed9565-4d1b-4ccc-a76e-3381b986c9c4  
12 https://blog.marketinvoice.com/2016/01/25/the-state-of-late-payment-report-supermarkets-data/  
13 http://ppc.promptpaymentcode.org.uk/ppc/ppc_signatory.a4p?page=1  

http://www.traidcraft.co.uk/media/3bed9565-4d1b-4ccc-a76e-3381b986c9c4
https://blog.marketinvoice.com/2016/01/25/the-state-of-late-payment-report-supermarkets-data/
http://ppc.promptpaymentcode.org.uk/ppc/ppc_signatory.a4p?page=1
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procurement practices in this sector. In many cases, a large buyer, whether a supermarket or a large 

business occupying the middle of the chain, will be involved at several stages of their supply chains: 

they visit farmers, inspect packing plants and interact closely with exporters – regardless of whether 

those groups are ones from which they buy directly. Perhaps a supply web is a more appropriate 

metaphor. This is demonstrated in Fig. 1 and Fig. 2 below. Consumers might be reassured that 

technologists or other standards experts from a supermarket have an insight into how the food they 

sell is produced and seems like an appropriate level of due diligence. However, where these 

interactions impose unreasonable costs and risks onto an indirect supplier (for example, forcing a 

grower to use a certain expensive pesticide, or to invest in a particular packing plant) they should 

also be subject to the same principle of fair dealing as interactions between a retailer and its direct 

suppliers.  

Fig. 1: How a large buyer such as a supermarket might interact with their supply chain 

 

Fig. 2: How a large buyer such as an importer might interact with their supply chain 
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II. Why is an extended regulator needed? 
 

Covering: 

Questions relevant to suppliers 

12. What steps do you think are needed to address these priorities that are not now being taken? 

13. Are there any non-legislative steps that can be taken? 

14. What do you perceive would be the impact of extending the GCA remit? 

Questions relevant to Trade Associations 

5. What changes, if any, do you think are needed to the grocery supply chain to ensure fair 

practice, whilst ensuring that there are no costs to consumers over the long term? 

6. What impact would these changes have on the competitiveness of the grocery sector? 

7. Can these be achieved in a non-legislative way? 

8. What do you perceive is the impact of expanding the GCA remit on your members and their 

consumers? 

To address the unfair trading practices identified in Section I it will be necessary for the government 

to bring forward a regulator in the mould of the current GCA that will support fairer trading 

relationships at every level of the grocery supply chains that serve UK supermarkets. 

Voluntary systems of regulation do not work 
The systematic transferring of risk and costs onto their supply chain is extremely profitable for 

supermarkets and large suppliers. Dissuading such practices requires a law that is enforced by a 

tough regulator. Voluntary initiatives, or laws without effective enforcement, are an insufficient 

disincentive when the potential financial gains of non-compliance are so high. This makes logical 

sense, and is supported by a number of examples both historic and current: 

 The Supermarkets Code of Practice (SCOP) was a legal code drawn up by the Office of Fair 

Trading (OFT) and introduced in March 2002 which attempted to prevent the abusive 

purchasing practices of the four largest UK supermarkets. This was not enforced in a manner 

which took account of the need for complainants to remain anonymous, and was widely 

seen as ineffective.14 Indeed, according to the OFT: 

 

“The OFT also noted that concerns had been expressed about the Code's 

effectiveness. Those concerns essentially related to the lack of prescriptiveness of the 

                                                           
14 https://www.foe.co.uk/sites/default/files/downloads/farmers_supermarket_code.pdf  

https://www.foe.co.uk/sites/default/files/downloads/farmers_supermarket_code.pdf
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standards in the Code, and the apparent reluctance of suppliers to raise complaints 

under the Code, perhaps out of fear of commercial reprisals.”15 

Negative assessment of the effectiveness of the SCOP was also made by GfK in their 2007 

report for the Competition Commission.  

Findings from the Competition Commission’s supermarket investigation are set out in a 

presentation made to the European Parliament16: 

 

Despite being subject to the legal SCOP code, a study of Tesco and Asda’s emails over just a 

five-week period uncovered that at least 20 of the 52 unfair practices identified by the 

Competition Commission’s 2000 investigation continued to be applied to their suppliers.  

Additionally, the fact that the SCOP covered only the four largest supermarkets allowed 

smaller supermarkets (which also had buyer power) to undercut those that did fall into 

scope. 

 As a result of the ineffectiveness of the SCOP, the Groceries Supply Code of Practice was 

introduced in 2009. This was seen as an improvement on the previous Code, but it was 

nonetheless recognised that it required a body to monitor and enforce compliance.  

 

                                                           
15 
http://webarchive.nationalarchives.gov.uk/20140402142426/http://www.oft.gov.uk/shared_oft/reports/com
p_policy/oft845.pdf  
16 
http://www.europarl.europa.eu/document/activities/cont/201101/20110127ATT12685/20110127ATT12685E
N.ppt  

http://webarchive.nationalarchives.gov.uk/20140402142426/http:/www.oft.gov.uk/shared_oft/reports/comp_policy/oft845.pdf
http://webarchive.nationalarchives.gov.uk/20140402142426/http:/www.oft.gov.uk/shared_oft/reports/comp_policy/oft845.pdf
http://www.europarl.europa.eu/document/activities/cont/201101/20110127ATT12685/20110127ATT12685EN.ppt
http://www.europarl.europa.eu/document/activities/cont/201101/20110127ATT12685/20110127ATT12685EN.ppt
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James Paice MP, the responsible Minister at Defra, summarised the issue:  

 

“It is important to ensure that large retailers cannot abuse power by transferring 

excessive risks or unexpected costs onto their suppliers, as risks and costs should be 

shared appropriately throughout the supply chain. Benefits should also be shared 

appropriately, including with consumers. While the revised Groceries Supply Code of 

Practice (GSCOP) is a great improvement on the previous regime, the power that 

large grocery retailers can wield over their suppliers can still create pressures on 

small producers, which ultimately may impact on consumers. 

We therefore propose to establish a Groceries Code Adjudicator (GCA) to monitor 

and enforce the GSCOP. The Bill to establish the GCA will be brought forward in the 

near future.”17 

 The Supply Chain Initiative is a voluntary initiative launched by EU-level trade associations 

that asks members to abide by a set of fair purchasing principles. This has been ineffective 

since it lacks an independent mechanism for hearing complaints. Indeed, Tesco was a 

signatory to the Initiative throughout the period that was investigated by the GCA. 

 

 The Fruit and Veg Pledge is a ‘best practice charter’ backed by the National Farmers’ Union 

that commits supermarkets to treat their fruit and vegetable suppliers fairly.18 It has been 

signed by only three of the UK’s major retailers.19  

 

 The National Farmers’ Union has developed voluntary codes of practice for the dairy, 

horticulture, meat and ornamentals sectors. These have only been partly adopted by 

retailers and industry. As non-compliance with these codes carries no penalties, there is 

every incentive for competitors to undercut each other by ignoring the spirit and letter of 

the codes.  

 

The lack of a regulated minimum standard covering more of the supply chain enables a ‘race to the 

bottom’ where competitors are able to undercut each other, and therefore actively discourages 

supermarkets from trying to act fairly.  

Issues of unfairness and market failure in the whole supply chain cannot currently be 

addressed by the Groceries Code Adjudicator 
The Groceries Code Adjudicator exists to prevent the unfair transfer of risk and costs from 

supermarkets onto their suppliers. That these practices persist in supply chains is not indicative of a 

failure on the GCA’s part. Rather, it demonstrates that a remit that focusses only upon supermarkets 

and their direct suppliers is insufficient. This is for a number of reasons. 

                                                           
17 https://www.theyworkforyou.com/wrans/?id=2011-01-
20a.34453.h&s=groceries+code+adjudicator#g34453.r0  
18 https://www.nfuonline.com/assets/6105  
19 Lidl, Aldi and the Cooperative  

https://en.wikipedia.org/wiki/GCA
https://www.theyworkforyou.com/wrans/?id=2011-01-20a.34453.h&s=groceries+code+adjudicator#g34453.r0
https://www.theyworkforyou.com/wrans/?id=2011-01-20a.34453.h&s=groceries+code+adjudicator#g34453.r0
https://www.nfuonline.com/assets/6105
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Retailers intervene in their supply chains 

As explained in Fig. 1 above, a retailer has relationships with different parts of its supply chain, not 

solely the direct supplier. Therefore, it can impose costs on and recommend the delisting of indirect 

suppliers with which it has no direct contractual relationship. Evidence of this can be seen in the 

existence of supermarket offices in key sourcing regions, including Costa Rica, Chile, Italy, Kenya, 

South Africa, India, and Morocco. Staff based in these offices mainly check that indirect suppliers 

adhere to the supermarket’s standards (including agricultural and labour rights standards), although 

in some cases there are direct suppliers in that country. A narrow interpretation of the GSCOP term 

‘buying team’20 does not bring these relationships into scope.  A broad interpretation of the GSCOP 

could cover relationships where a retailer’s staff members do make demands upon indirect suppliers 

(with no supplier agreements directly with the retailer) as part of the retailer’s buying approach.  

Unfair trading practices can be initiated at different stages of the supply chain 

Unfair trading practices in supermarket supply chains may not be caused only by supermarket 

practices. The transfer of excessive risk and unexpected cost is possible in any situation where a 

more powerful actor in a supply chain is able to abuse their comparative advantage. Large 

processors or manufacturing businesses can abuse their buyer power in much the same way as 

supermarkets.  

The food supply sector is already dominated by a handful of huge businesses. UK food supply chains 

include globally significant food and drink manufacturers which have market power relative to many 

of their suppliers and competitors. The top ten brands globally account for 15% of global sales.21 

These brands include Associated British Foods, Coca Cola, Danone, General Mills, Kellogg’s, Mars, 

Mondelez, Nestle, PepsiCo and Unilever, all of which are active in UK food supply chains, with UK-

based operations and distribution centres (see Fig. 3). The market power of these direct suppliers to 

UK retailers enables them to transfer excessive risk and unexpected costs onto their suppliers. This 

makes it difficult for smaller businesses to enter the market and erodes competition. 

 

 

 

 

 

 

 

 

                                                           
20 According to the GSCOP, ‘Buying Team’ means ‘those employees of a Retailer from time to time whose role 
includes … direct involvement in buying Groceries for resale’ 
21 Who’s Got the Power, Fair Trade Advocacy Office, November 2014, http://www.fairtrade-
advocacy.org/images/Whos_got_the_power-abstract.pdf; Behind the Brands, Oxfam, 2013 

http://www.fairtrade-advocacy.org/images/Whos_got_the_power-abstract.pdf
http://www.fairtrade-advocacy.org/images/Whos_got_the_power-abstract.pdf
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Fig. 3: The power of large brands and food suppliers22 

 

Banana supply chains offer an example of the power mid-level suppliers can wield. Chiquita and 

Fyffes together have between 40% and 50% of the ripening capacity in the UK, with the rest of the 

market dominated by a handful of smaller players.23 This gives these direct suppliers significant 

market power, and a regulator is needed to prevent this being exercised abusively.  

Therefore, a regulator that only considers the relationship between supermarkets and their direct 

suppliers is unable to deter abusive buying practices applied to indirect suppliers. The 

disproportionate and unfair purchasing practices applied at other levels of the groceries supply 

chain, have similar characteristics to those applied by retailers which the GSCOP and GCA were 

established to deter. It does not matter to a producer whether the burden of cost and risk that they 

are unfairly having to shoulder is a result of the buying practices of a retailer or of a large 

manufacturing business: the effect on the supply chain is the same.  

 

The GCA’s narrow remit undermines its ability to regulate supermarket-direct supplier 

relationships 
As well as supporting greater fairness in the groceries sector, expanded regulation would allow the 

GCA to perform its current role more effectively by disincentivising direct suppliers from transferring 

risk and costs onto their supply chains, and by improving the quality of evidence that it receives. 

If direct suppliers to supermarkets knew that their relationships with their suppliers were covered by 

a code of fair dealing enforced by the possibility of fines for transgressions, they might be expected 

to react differently when risks and costs are transferred onto them by supermarkets. Rather than 

                                                           
22 Behind the Brands, Oxfam, 2013 
23 p6, http://www.makefruitfair.org/wp-content/uploads/2015/11/banana_value_chains_UK_FINAL_WEB.pdf  

http://www.makefruitfair.org/wp-content/uploads/2015/11/banana_value_chains_UK_FINAL_WEB.pdf
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simply transfer those risks and costs onto their supply chain and run the danger of incurring a fine, 

direct suppliers might instead report unfair practices to the GCA.  

An extended GCA might also encourage retailers to act differently. Some retailers have improved 

their buying practices to increase their compliance with GSCOP. However, others have been slower 

to improve, perhaps knowing that their direct suppliers have the possibility to transfer any risks 

further down the supply chain. An enforced minimum standard would remove the concern amongst 

retailers that being ‘best in class’ means risking being undercut by competitors.   

As discussed, the status quo is that disproportionate risks and costs are shouldered by the parts of 

the supply chain least able to reject inequitable terms of trade: frequently primary producers. Since 

only direct suppliers to supermarkets are currently able to seek recourse from the GCA, the 

producers that feel the result of unfair practices most keenly – and have the best insights into the 

workings of the supply chains – are not incentivised to go to the GCA. Case studies to support this 

are found at Annex 1, 2, 3 and 4. 

The risks of doing nothing 
The UK wants a vibrant and sustainable food system. However, inadequately regulated supply chains 

can be placed under severe pressure when short-term profit is prioritised at the expense of long-

term considerations, damaging the UK food systems’ ability to deliver the best possible price, 

quality, range and service to the consumer. The continuing transfer of risk and cost onto the indirect 

parts of the groceries supply chain is wholly unsustainable, and if public regulation does not meet 

the challenges described above a number of outcomes become probable: 

 Less investment in innovation and business growth. When producers and suppliers lack any 

kind of predictability of income, they do not invest in innovation. This was a finding of the 

Competition Commission’s 2008 report: 

 

“when, in the hope of gaining a competitive advantage, grocery retailers transfer 

excessive risks or unexpected costs to their suppliers through practices involving 

retrospective adjustments to supply agreements or giving rise to moral hazard on the 

part of the grocery retailer, this is likely to lessen suppliers’ incentives to invest in 

new capacity, products and production processes. If unchecked, these practices, 

which are essentially a side-effect of competition between grocery retailers with 

buyer power, will be detrimental to the interests of consumers.”24 

Although these conclusions concerned direct suppliers to supermarkets, the same logic 

applies to businesses at other levels of the supply chain.  

 

 Competent businesses going bust. The transfer of excessive risk and unexpected costs may 

be such that competent businesses in the supply chain are unnecessarily pushed into 

bankruptcy. If this is not addressed, the cumulative result will be a groceries supply sector in 

                                                           
24 p164, http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-
commission.org.uk/assets/competitioncommission/docs/pdf/non-
inquiry/rep_pub/reports/2008/fulltext/538.pdf  

http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/non-inquiry/rep_pub/reports/2008/fulltext/538.pdf
http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/non-inquiry/rep_pub/reports/2008/fulltext/538.pdf
http://webarchive.nationalarchives.gov.uk/20140402141250/http:/www.competition-commission.org.uk/assets/competitioncommission/docs/pdf/non-inquiry/rep_pub/reports/2008/fulltext/538.pdf
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which only the biggest businesses are able to survive. A marketplace dominated by large 

businesses and with a high barrier for new entrants is uncompetitive and is not structurally 

capable of delivering good value to the consumer.  

 

 Food quality is compromised. The UK wants nutritious, safe and tasty food. However, when 

weaker parts of the supply chain (which are unlikely to have savings or easily saleable assets) 

have to bear excessive risk and unexpected costs, one area in which they can make savings is 

by being more flexible on the quality standards being applied to their produce. An outcome 

of this flexibility was seen in the 2013 European horsemeat scandal. The UK Government’s 

Elliott Review into the Integrity and Assurance of Food Supply Networks expresses concern 

over “the culture of adversarial procurement [in large retailers]” and includes this quote 

explicitly warning that supply chain practices lead to shortcuts that place consumer health at 

risk: 

 

‘Most simply, where economic priorities of one component or another of the chain 

encourages shortcuts; that is a breakdown that exposes consumers to risk. As the UK 

grocery industry enters a period of heightened price pressure in 2014, taking the 

supermarket's price cutting statements at face value, the potential for further 

breakdowns must surely become a greater concern for everyone involved, including 

the regulator. 

Accordingly, other retailer and supply chain rhetoric since this [horsemeat] scandal 

broke needs to remain at the fore; the need to demonstrably put the authenticity and 

safety of food first… not just in the fall-out of the [horsemeat] crisis, because that is 

the best basis to provide consumers with a secure product in the long-term and an 

industry with a stable modus operandi.’25 

 

 Eroded labour rights, poorer working conditions and modern slavery. Many food 

production businesses are significant employers. Another area, therefore, in which a 

struggling supplier can make savings is the conditions and rights of its workers. There are a 

number of examples that demonstrate that pressure on suppliers can lead them to regard 

labour as a variable cost. This situation can lead to modern slavery in supply chains: 

o The Equalities and Human Rights Commission’s inquiry into the meat and poultry 

processing sectors found agency workers being subjected to conditions ‘which flout 

minimum ethical trading standards and basic human rights.’26 

o The Gangmasters Licensing Authority has a legal remit to license gangmasters in the 

sectors of the economy where abusive employment practices are seen as most 

problematic: farming, food processing and shellfish gathering.27  

o Channel 4’s Dispatches episode ‘Supermarkets: the real price of cheap food’ showed 

the ruthless approach that businesses in the supply chain have taken to minimising 

                                                           
25 p22, https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/350726/elliot-
review-final-report-july2014.pdf  
26 https://www.equalityhumanrights.com/en/inquiries-and-investigations/inquiry-meat-and-poultry-
processing-sectors/download-inquiry-report  
27 These are set out in the Gangmasters (Licensing) Act 2004 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/350726/elliot-review-final-report-july2014.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/350726/elliot-review-final-report-july2014.pdf
https://www.equalityhumanrights.com/en/inquiries-and-investigations/inquiry-meat-and-poultry-processing-sectors/download-inquiry-report
https://www.equalityhumanrights.com/en/inquiries-and-investigations/inquiry-meat-and-poultry-processing-sectors/download-inquiry-report
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employment costs including exploitation of migrant workers, zero hours’ contracts, 

and insufficient health and safety protection that put people’s lives at risk. It 

highlighted problems in the UK agricultural and food processing sectors and included 

footage of workers at Honeytop Speciality Foods, which make bakery products for 

UK supermarkets.28  

 

 Diminished UK food security as good suppliers leave the UK market. Traidcraft has heard 

evidence from fruit, nuts and wine suppliers on different continents that the purchasing 

practices common in supply chains serving UK supermarkets are appreciably worse than 

their competitors in other countries (see Annex 4). Selling to the UK is becoming a less and 

less attractive option, and exporters avoiding the UK market has clear implications for the 

UK’s food security. 

 

Furthermore, these businesses considered that their competitors sold to the UK not because 

it is a market with an appetite for quality produce, but because it is a high-volume market 

that therefore allows a business to keep its overall unit costs down. The effect of 

disproportionate risks and unexpected costs being applied on suppliers is ultimately to 

reduce what suppliers are paid for products. This will have consequences on quality, money 

available for innovation, and service. When good quality suppliers leave the UK market, and 

those remaining cut corners, the result is a lower quality consumer offer.  

 The continued systematic waste of food 

As already mentioned in Section I, unfair trading practices encourage systematic 

overproduction at every level of the food supply chain, and ultimately the waste of perfectly 

good food products on a massive scale. This is particularly starkly seen in perishable 

products. It is financially inefficient for the supply chain to be over-procuring and creating 

waste to the extent it currently does. Business relationships consistent with the Principle of 

Fair Dealing should share information in a timelier way that would prevent such waste. This 

would create value that can either be invested in business growth or passed to the 

consumer.  

 

 The consumer detriment of inaction 

The cumulative effect of the outcomes identified above is a much poorer consumer offer.  

However, a GCA with an expanded remit could lead to reduced prices for the consumer, by 

realising efficiencies in the supply chain and encouraging competition.   

Consumers International supports this conclusion in their report The relationship between 

supermarkets and suppliers: What are the implications for consumers? In it, they reach the 

simple conclusion that ‘if buying prices are held down to unsustainable levels, then over time 

                                                           
28 First broadcast on 4 August 2014 
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suppliers will dry up, so that buying prices – and therefore retail prices – will have to rise. The 

range and quality of products may suffer too.’29  

This assessment of the consumer impact of unfair trading practices is shared by Professor 

Roger Clarke of Cardiff Business School. 30 

Why the Groceries Code Adjudicator? 
Traidcraft believes that the extension of the remit of the Groceries Code Adjudicator is the best way 

of regulating the supply chains of UK supermarkets to correct this market failure.  

This is for the following reasons.  

1. The GCA has developed operating practices which take account of the climate of fear in the 

supplier community, and has the powers to deterring poor practice, that include the ability 

to fine. 

2. The GCA has experience of enforcing a Principle of Fair Dealing, which could apply equally to 

the indirect parts of supermarkets’ groceries supply chain. 

3. The UK Government has already identified the GCA as the most appropriate solution for 

ensuring fairness in the grocery supply chain 

4. The GCA’s funding model works well and could be easily adapted to take account of an 

expanded remit 

These are presented in more depth below. 

1. The GCA and the GCA’s office have developed significant understanding of the dynamics of 

supermarket supply chains. As detailed in its 2015/16 annual report, the GCA post holder 

had 55 meetings with retailers that year. Such understanding of the market is a valuable 

base upon which to build. The GCA has raised awareness of the concept of ‘fair dealing’ and 

its definition amongst the retailer and supplier community. Furthermore, the GCA has built 

up trust by demonstrating that it can retain the confidentiality of complainants. The GCA has 

also evolved operating procedures which are mindful of the climate of fear. In addition, the 

GCA is able to apply substantive penalties alongside other sanctions to deter unfair 

practices. To bring in an entirely new regulator would waste this head start. 

 

2. Practices that contravene the ‘Principle of Fair Dealing’ at Part 2 of the GSCOP are 

experienced throughout the groceries supply chain. A single regulator that monitors the 

same practices at each level of the entire supply chain is therefore a common-sense 

solution. In contrast, two regulators – each with different interpretations of the definition of 

‘fair dealing’ – would create enormous uncertainty and inconsistency.  

                                                           
29 p7, 
http://www.consumersinternational.org/media/1035307/summary,%20the%20relationship%20between%20s
upermarkets%20and%20suppliers.pdf  
30 http://ec.europa.eu/internal_market/consultations/2013/unfair-trading-
practices/docs/contributions/registered-org/traidcraft-15a_en.pdf 

http://www.consumersinternational.org/media/1035307/summary,%20the%20relationship%20between%20supermarkets%20and%20suppliers.pdf
http://www.consumersinternational.org/media/1035307/summary,%20the%20relationship%20between%20supermarkets%20and%20suppliers.pdf
http://ec.europa.eu/internal_market/consultations/2013/unfair-trading-practices/docs/contributions/registered-org/traidcraft-15a_en.pdf
http://ec.europa.eu/internal_market/consultations/2013/unfair-trading-practices/docs/contributions/registered-org/traidcraft-15a_en.pdf
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The GCA has been interpreting the Principle of Fair Dealing to produce guidance on the 

GSCOP for retailers. The Principle of Fair Dealing could easily be applied to indirect suppliers 

within supermarkets’ groceries supply chains.  

Principle of fair dealing: “A Retailer must at all times deal with its Suppliers fairly 

and lawfully. Fair and lawful dealing will be understood as requiring the Retailer to 

conduct its trading relationships with Suppliers in good faith, without distinction 

between formal or informal arrangements, without duress and in recognition of the 

Suppliers’ need for certainty as regards the risks and costs of trading, particularly in 

relation to production, delivery and payment issues. “31 

Fig. 4 demonstrates the problematic practices through which excessive risk and unexpected 

costs are transferred onto suppliers, and identifies the specific wording of the Principle of 

Fair Dealing that could debar such practices.  

Fig. 4: The practices that the Principle of Fair Dealing could debar 

Practices that transfer excessive risks and 
unexpected costs onto suppliers 

Specific wording  

 Late changes to the volume of orders  Production 

 Delivery  

 Payment issues 

 Issues surrounding transfer of 
ownership 

 Delivery 

 Payment issues 

 Late or retrospective changes to price  Production 

 Delivery  

 Payment issues 

 Changes to technical specifications 
and the method of assessing 
standards 

 Production  

 Delivery 

 Late payments  Payment issues 

 The communication of information in 
an appropriate and timely manner 

 ‘need for certainty as regards 
the risks and costs of trading’ 

  

Traidcraft’s perspective on what constitutes fairness in the production, delivery, standards 

of and payment for a groceries product are consistent with the Principle of Fair Dealing and 

can be summarised as follows. 

Production: Short notice reductions to the volume of an order whilst demanding the same 

unit price passes disproportionate costs onto the supplier. When retailers have the best data 

for assessing the likely volume to be sold, they should bear the risk if forecasts are 

significantly different from the final order.  

                                                           
31 https://www.gov.uk/government/publications/groceries-supply-code-of-practice/groceries-

supply-code-of-practice#principle-of-fair-dealing 
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Standards: Cost of production is strongly influenced by the standards which need to be met. 

Short notice changes to standards have a direct bearing on costs and therefore any change 

in the required standards must be communicated in a manner that is timely for the product 

in question. 

Delivery: Transfer of product ownership within supply chains must be conducted where both 

the buyer and the seller are present and able to jointly verify the exact volume delivered and 

whether the standards have been met for the whole delivery.  

Where retailers nominate agents for transporting or handling goods, the retailer must take 

responsibility for any damage to the product when it is being handled by those agents.  

Payment issues: Payment must be prompt, in recognition of the cash flow needs of a 

supplier. Deductions to payments must be transparent, evidenced and discussed with all 

parties.  

Need for certainty: Variation of an order, whether volume, unit price, transfer of ownership 

process, or required standard, has a material impact upon a suppliers’ business.  It is vital 

that initial parameters for a transaction are agreed sufficiently in advance, and that any 

variations are communicated in a timely manner that does not to pass excessive risk onto 

suppliers.  

3. Identifying the GCA as the solution reflects the government’s own thinking: both Defra’s and 

BEIS’ Departmental Plan 2015-20 say “We will champion the use of the Groceries Code 

Adjudicator so farmers receive a fair deal from supermarkets”32 The Competition 

Commission also foresaw a situation in which it might be appropriate for the GCA’s remit to 

be expanded to include indirect suppliers. 

 

4. The extension of the GCA makes financial sense for the industry, since it already operates via 

a retrospective levy. This funding model is Treasury-neutral, and could be adapted simply to 

take into account the requirements of a larger remit.  

 

  

                                                           
32 https://www.gov.uk/government/publications/defra-single-departmental-plan-2015-to-2020/single-
departmental-plan-2015-to-2020#a-world-leading-food-and-farming-industry 
 

https://www.gov.uk/government/publications/defra-single-departmental-plan-2015-to-2020/single-departmental-plan-2015-to-2020#a-world-leading-food-and-farming-industry
https://www.gov.uk/government/publications/defra-single-departmental-plan-2015-to-2020/single-departmental-plan-2015-to-2020#a-world-leading-food-and-farming-industry
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III. What changes to the remit of the Groceries Code Adjudicator 

are needed? 
 

Covering: 

Questions relevant to Trade Associations 

5. What changes, if any, do you think are needed to the grocery supply chain to ensure fair 

practice, whilst ensuring that there are no costs to consumers over the long term? 

 

The remit of the Groceries Code Adjudicator must be extended stop the transfer of 

excessive risk and unexpected costs onto indirect suppliers 
Traidcraft believes that form should follow function. If the UK government agrees with our 

assessment of the adverse effects on competition within wider groceries supply chains and the 

necessity for regulatory intervention, the Department for Business, Energy and Industrial Strategy 

should come forward with proposals for regulation. However, we recognise there would be a 

number of practical challenges that would need to be met regarding the funding, powers and 

operation of such a regulator.  

Traidcraft has submitted a separate, confidential document, ‘Proposal for an extended GCA’, jointly 

with a number of other organisations. This sets out some suggestions for how the remit of the 

Groceries Code Adjudicator could be altered in such a way that it supported fairer trading 

relationships along the whole of the supply chain. 

However, there are some issues to be tackled upfront: 

 The jurisdictional limits of an extended GCA 

Concerns that an extended GCA might entail a high degree of complexity when it comes to 

regulating international supply chains are ill-founded. The maximum possible extent of the 

remit of a UK-based regulator is a trading relationship where at least one party is based in 

the UK. Indeed, a direct supplier to UK supermarkets based overseas falls within the GCA’s 

current regulatory remit. The extended GCA would cover any company based overseas 

exporting groceries to the UK to be sold either directly or indirectly in supermarkets. This is 

demonstrated in Fig. 5.  
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Fig. 5: The geographical limits to the GCA’s proposed extended remit 

 

 
 

 Consumers will not bear the costs of extended regulation 

At present the GCA is funded via a retrospective levy on retailers. Comparative to their 

turnover, this is tiny and has had no visible impact on consumer prices. An expanded GCA 

could be funded in much the same way, adapted to take into account the non-retail 

businesses newly brought into scope.  

 

Any costs associated with increased regulation would not be passed to consumers. The 

British Brands Group, briefing in favour of the establishment of the GCA, noted that ‘retailers 

have a long and strong tradition of passing costs upstream to suppliers, not downstream to 

consumers. The costs of an ombudsman will be treated no differently.’33 This is supported by 

the fact that the depreciation of sterling following the UK’s vote to leave the European 

Union has not to date resulted in higher consumer prices. Rather, the default position for 

retailers is to expect the supply chain to make savings. Suppliers across many categories 

complain that when raw material prices rise, retailers maintain their margins and expect 

suppliers to squeeze theirs. See Annex 4.  

 

At all levels of the supply chain, the benefits of regulating retailers’ purchasing practices far 

outweigh the costs. This assessment applies equally to the proposed extension to the GCA.  

 

Traidcraft’s top priority is for the GCA to have an expanded remit to cover the indirect supply chains 

of the ten large supermarkets currently within its scope.  

                                                           
33 http://www.britishbrandsgroup.org.uk/upload/File/BBG%20Briefing_ombudsman_310.pdf  

http://www.britishbrandsgroup.org.uk/upload/File/BBG%20Briefing_ombudsman_310.pdf
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However, there are a number of other issues that we believe require addressing with respect to the 

GCA’s remit. 

Ornamentals  
The definition of ‘groceries’ found within the GSCOP does not cover plants and flowers, collectively 

referred to as ornamentals.34 These are often perishable products that are labour intensive to 

produce and may be imported to the UK from poorer countries (South Africa, Colombia and Kenya 

are among the largest suppliers of cut flowers to the UK). For these reasons ornamentals supply 

chains frequently display the same unfair trading practices that are specifically banned by the 

GSCOP.  

 An example of how supermarket purchasing practices unfairly disadvantage suppliers is also 

offered by The Better Flower Company (TBFC). This was established in 2008 to facilitate 

‘better’, transparent trade between international retailers and overseas producers. 

However, despite significant initial success and the fulfilment of multiple large contracts, a 

large UK retailer delayed an order by eight months. As it had invested in UK facilities in order 

to fulfil these commitments, TBFC experienced cash flow problems and went into liquidation 

in January 2011.35 

 A UK ornamentals farmer described to a private meeting in the UK Parliament in October 

2016 a number of purchasing practices that they experienced in their relationship with UK 

supermarkets. These included late order cancellations with no notice, being delisted for 

refusing to fund wastage costs and being asked to pay marketing costs. These are all 

practices that would be outlawed if the GSCOP was applied to the ornamentals sector.  

Supermarkets dominate sales of ornamentals in the UK, with 56% of cut flowers sold through the 

biggest retailers.36 The responsibility for supporting fairness in this industry should therefore sit with 

the GCA.  

In recognition of this anomaly, BEIS should propose a means through which to extend the remit of 

the GCA to support fair purchasing in ornamentals supply chains.  

Extension to include other retailers 
Traidcraft would like to see risk and cost shared in an equitable and appropriate way along all supply 

chains, with behavioural remedies such as the GCA introduced to prevent the abuse of market 

power.  

The list of ten retailers that the GCA regulates is not regularly reviewed. Therefore, it is unclear that 

the GCA’s remit includes those retailers that currently exercise their market power to transfer 

excessive risk and unexpected costs onto suppliers.  

                                                           
34 The Official Journal of the European Union defines ‘ornamentals’ as Live trees and other plants; bulbs, roots 
and the like; cut flowers and ornamental foliage 
35 The example of The Better Flower Company is presented in more detail in Annex 1 of Traidcraft’s submission 
to the European Commission’s consultation on its Green Paper on Unfair Trading Practices, 
http://www.traidcraft.co.uk/media/0fb79b39-fffc-4476-92b4-78457c9489ea  
36 NFU’s ‘Back British Blooms’ report, June 2016, https://www.nfuonline.com/assets/63746  

http://www.traidcraft.co.uk/media/0fb79b39-fffc-4476-92b4-78457c9489ea
https://www.nfuonline.com/assets/63746
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The list of ten retailers was set by Schedule 2 of The Groceries (Supply Chain Practices) Market 

Investigation Order, 2009.37 This list was based upon which retailers had a turnover of more than £1 

billion per annum at that point, and revising that list (in the event that a new retailer achieved a 

turnover of £1 billion) was the responsibility of the Office of Fair Trading.  

Now that the Office of Fair Trading no longer exists, it is unclear whether the CMA has taken 

responsibility for: 

 Reviewing the list on a regular basis to take into account mergers, supermarkets losing 

market share or a new competitor gaining market share (that Ocado has now exceeded the 

£1 billion turnover threshold38 suggests that there is no review process in place) 

 Assessing whether £1 billion turnover is still an appropriate threshold for above which 

retailers should be subject to the GSCOP 

It would be useful for BEIS or the CMA to clarify how the scope of the GSCOP is set and revised.   

IV. Conclusion 
 

A regulatory intervention is needed to prevent large retailers and suppliers from abusing their 

powerful market position by transferring excessive risk and unexpected costs onto their supply 

chains. The most appropriate intervention would be expanding the remit of the Groceries Code 

Adjudicator, allowing it to build on its experience to stop indirect suppliers experiencing unfair 

practices in the supply chains of the ten retailers already specified in GSCOP. Without regulatory 

action, the price, quality, range and service available to the UK groceries consumer will suffer.  

Traidcraft has compiled a number of case studies that demonstrate the unfair trading practices 

described in Section II. These are included as annexes in a separate document, submitted 

confidentially to ensure that suppliers are not identified by details of their case.  

 

Traidcraft hopes that BEIS will advance proposals swiftly, given that such a recommendation was 

already proposed as far back as 2008 in the Competition Commission report on the Groceries 

Market. 

Lower priority concerns are to bring the ornamentals sector under the GCA’s remit, and to make 

provision for the list of retailers listed in GSCOP to be updated.   

 

 

 

                                                           
37 http://webarchive.nationalarchives.gov.uk/20111108202701/http://competition-
commission.org.uk/inquiries/ref2006/grocery/pdf/revised_gscop_order.pdf  
38 http://citywire.co.uk/money/share-prices-and-performance/share-factsheet.aspx?InstrumentID=227071  

http://webarchive.nationalarchives.gov.uk/20111108202701/http:/competition-commission.org.uk/inquiries/ref2006/grocery/pdf/revised_gscop_order.pdf
http://webarchive.nationalarchives.gov.uk/20111108202701/http:/competition-commission.org.uk/inquiries/ref2006/grocery/pdf/revised_gscop_order.pdf
http://citywire.co.uk/money/share-prices-and-performance/share-factsheet.aspx?InstrumentID=227071

