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Role of the GCA

* Monitor, enforce and ensure compliance with the
Groceries Supply Code of Practice (the Code)

* Help strengthen the supply chain and bring further
innovation to the groceries sector benefiting
suppliers, retailers and customers



The Code
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Performance measures

Statutory Reporting Requirements Strategic Objectives

Disputes referred to arbitration under

P ting th k of the GCA
the Groceries Supply Order TR 10 BHElLS G e

Investigations carried out by the GCA Providing advice and guidance
Cases in which the GCA has used Acting on suppliers’ issues and
enforcement measures information

Recommendations that the GCA has
made to the Competition and Markets
Authority for changes to the Code

Improving the culture of Code
compliance



A modern regulatory approach

e (Collaboration and business relations at its core

 Three stage ‘collaborative approach’

1.
2.

Make retailers aware of issues reported by suppliers

Request that retailers investigate the issue and report
back to me

Take formal action if the practice continues



Meeting with retailers and suppliers (2017/18)

=
m
=
]
]
m
—
—
m
=

61 4

RETAILER .
MEETINGS . NEWSLETTERS
PUBLISHED

59 30

SUPPLIER SUPPLIER AND TRADE
ONE-TO-ONES ASSOCIATION EVENTS




Tools

* Voluntary commitment

Press rel lease
Groceries Code Adjudicator reports
success on forensic audits

L]
. B e St p ra Ct I C e Large retailers act after encouragement from the Adjudicator

to time limit audits and reduce burden on suppliers.

e (Case studies

* Interpretative guidance

Guidance

Guidance on de-listing practice

Interpretive guidance on retailer de-listing practice.

Documents

GCA Delisting guidance
56KB, 4 pages




Annual survey

Suppliers perception of how retailers comply with the Code overall

Aldi 48% 47% 0%
55% 43% 0%

: ’ 35% 60% A 0%
Sainsbury’s = - 2R

i 38% 56% 81 0%
Waitrose 36% 59% 0%

42% 50% 1%
Tesco 36% 53% 1%

Marks & Spencer 34% 57% A 0%
P 31% S6% S 01%

Lidl 37% 54% 70 0%
! 46% 50% 1%

: 30% 61% S 0%
Morrisons 14% 66% 1%

- i 28% 60% R %
Co-operative ST 59, T 11%
0%

Asda 7% 64% 18% 1%

17% 65% 18% 0%

Iceland 3% 57% T7% %

Retailers ranked by net ‘consistently well’ and ‘mostly’ (2017 v 2016)



Annual survey (2)

Retailer
1

Retailer
2

Incorrect deductions from invoices

Data input errors not resolved promptly (e.g. 7 days)

Artwork and design: Unfair, unreasonable or
unexpected charges

De-listing without giving reasonable notice

No compensation/incurring penalty charges for
inaccurate forecasting by the retailer

Drop and drive: delays in, or not receiving, payment
when there are disputes over deliveries

Forensics: third party audits which have been
abusive or excessive in nature

Unjustified payments for consumer complaints

Unfair/unreasonable/unexpected charges for:
Packaging

Retailer
3

Requests for lump sum payments relating to:
Retailer margin shortfall not agreed at the start
of the contract period

Other requests for lump sum payment

Overbuying at promotional price and
subsequently selling at full price

Requests for lump sum payments relating to:
Listing fees for products already stocked (pay to stay)

Requests for lump sum payments relating to: Better
positioning or increased shelf space or participation in
category captaincy/category management/range
reviews

Retailer
4

Retailer
5

Retailer
6

Retailer
7

Retailer
8

Retailer
9

Retailer
10

I

Other

N.B. Retailers have been shuffled and are NOT shown in alphabetical order



Top issues

Current

Monitored

Previous

10



( Remains the

Paragraph 5 of the Code

Delay in
payments

35"

34

30%

number one

issue for

suppliers

2 3%

March 2014:
Ongoing
discussions
with CCOs
at quarterly
meetings.

March/
April 2015:
Annual report
highlights delay
in payments
asaTop5
issue. Ongoing
discussions
with retailers.

January 2016:
GCA sets

out position
on delay in
payments in
report of the
investigation
into Tesco.

June 2017:
Still a major
concern for
suppliers. GCA
escalates drop
and drive issue
with retailers.

*%% of direct suppliers reporting in annual survey that they had experienced a delay in payment.
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Paragraph 10 of the Code

Forecasting

24

25" 50

GCA ralses Issua
with CCOs; makes
ItaTop 5lissue
shortly after.

November 2014: November 2015: March 2016: March 2017:
GCA requests GCA provides draft ‘GCA publishes GCAreviews
meore Information forecasting best forecasting best retaller progress
on retaller practice practice agalnst best
appi to Issue moved practice statement;
forecasting. at Dacaember to monitored advises retallers
meetings. category. that Insufficlent
progr made.
MNovember 2013:

June 2017; Suppliers continue to report
concemns on retaller forecasting; survey
shows this to be 2nd highest Issue of
concemn to suppllers; Issue moved back
to current category.

*% of direct suppliers reporting in annual survey that they had experienced an issue with no compensation for forecasting errors.

Paragraph 14 of the Code

&

Promotions 23 0/0

177

1 5°/o

13%

March 2016:
GCA ralses Issue
In discusslons
with CCOs on

forecasting.

March/April 2017:
suppliers ralse
concems with

GCA during
meetings
In London and
Manchester.

June 2017:
GCA makes
promotions a
Top 5 Issue.

*% of direct suppliers reporting in annual survey that they had experienced an issue with not applying due care when
ordering for Promotions.
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Investigations and arbitrations

News story

Tesco breached Code

The Adjudicator publishes her report into the compliance of
Tesco plc with the Groceries Supply Code of Practice.

Published 26 January 2016
From: Groceries Code Adjudicator

8 March 2018 — News story

GCA launches
Investigation into Co-
operative Group Limited
The GCA announces an

investigation into Co-operative
Group Limited
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Driving Change, g an Impact



Current situation

* Culture change
 Retailers asking me how to improve

* Suppliers opening up to me
e Spread of training
* Aware of the Code
* Telling me about issues

* Progressing top issues
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Seeing progress year-on-year

* Improved compliance against a challenging industry

background

80

60

40

20

2014

2015

2016

2017
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riving Change, Making an

Impact

45%

D 30%

Forensic
auditing

13% 12%

March 2014: June 2014: November
Discussions GCA publishes 2014:
with CCOs. voluntary GCA requests all
commitment retailers inform
by 8 retailers to suppliers of
limit forensic policies and full
auditing to 2 implementation
years plus the of commitment
current year. by March 2015.

% direct suppliers reporting in annual survey having experienced 3rd party audits which have been abusive or excessive.

36"

34%

Margin
maintenance

13%

()96

2017

March 2014: May 2015 January 2016: December 2016:
Issue first GCA raises GCA makes GCA discusses
raised. concerns position with CCOs

discussions about margin on margin scenarios
with CCOs maintenance maintenance in which
at quarterly with CCOs clear in requests for
meetings. report of the margin shortfall
investigation might arise.
into Tesco.

% direct suppliers reporting in annual survey they have experienced requests for lump sum payments relating to retailer margin shortfall.

Consumer
complaints

% direct suppliers reporting in annual survey that they have

14
€
&f

Artwork
and design
services

o % direct suppliers reporting

in 2014 survey a requirement
to use a 3rd party packaglng

7%
> 30"

22"
12%

November June 2015: September_
2014: GCA publishes 2016:
GCA requests a best practice GCA monitors
information statement. progress by
on issue retailers.

from CCOs.
Discussed
in quarterly
meetings.
for

24 S0

Packaging

2q14 20F5

2 8%

22'3’0

Packaging

2q16 2017

supplier more exp
than market price.

% direct suppliers reporting
in 2015 survey an issue
with packaging and design
charges.

% direct suppliers reporting
in 2016 survey excessive
retailer charges for (a)
artwork and design and

(b) packaging.

% direct suppliers reporting
in 2017 survey unfair,
unreasonable or unexpected
charges for (a) artwork and
design and (b) packaging.

January 2014: September 2015:
GCA raises issue GCA hosts supplier

of packaging & workshop on issue;

design charges packaging charges
with CCOs; one of now less of an
first Top 5 issues. issue than artwork/

T design charges.

December 2014:
GCA notes that
supplier feedback
on packaging is
improving.

June 2016: Due to progress by retailers
GCA amends Top 5 issue. Now: artwork/
design charges.

I
Summer 2016: GCA assesses all retailer
artwork/design rate cards and approaches;
feeds back to retailers.

September 2016: Moves artwork/design
charges to previous; urges retailers to
base app on i of
predictable and transparent.
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Changes in retailer practice between 2016 and 2017

Net improvement

score (2017)
(improved% minus
worsened%)

~N

%

D
()]

Tesco (n=444) 53% 40%

Morrisons (n=454) 44 47% 35

I|

)
=
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Aldi (n=355) 18% 73% 9

o

Sainsbury's (n=404) 21% 67% 12%

0o

Lidl (n=268) 14% 81%

Iceland (n=172) 22% 64%

~N

Marks and Spencer (n=163) 18% 71% 11%

[0, ]

Asda (n=506) 24% 57%

H

Waitrose (n=331) 13% 78%

Co-operative (n=310) 19% 65% % 4

M Improved Stayed the same B Worsened

oo



Annual conference — 25 June 2018

Hear the
results of my

annual survey
2018
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Time to be Code Confident




Remit extension

4 )

Call for Evidence
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Competition & Markets Authority

Annual review
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New designated
retailers?

\ )
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Sign up for the GCA newsletter

Groceries Code:
Adjudicator

News from the Adjudicator

Edition 15

from the ies Code Adjudi

Investigation into Co-operative Group Limited
This newsletter marks a very busy period for the GCA involving a number of key developments. On 8
March I launched an investigation into the Ce-operative Group Limited to find out more about its
- practices relating to de-listing and the intreduction of benchmarking and depot quality control
charges. This covers a period from early 2016 to at least summer 2017. You can read more about
/ the investigation here.

I have been working with the Co-operative Group en these issues for some months through my
bs h but| decided an was necessary o 1 can fully understand the
" extent to which the Code may have been broken and the root causes of the issues. It is now
important that suppliers provide me with information to help my investigation. | want to hear what you have to say
sbout whether you have experienced any of the issues now being investigated and if 5o, the impact on you of the Co-
op's conduct. All information | receive will be treated with complete confidentiality. My call for evidence ends on 3 May.
Please send any information to enquiries@gca.gsi.gov.uk.

Annual groceries sector survey 2018
Each year | commission YouGov to carry out a groceries sector survey and the results help shape my work programme
for the year ahead issues and

The more responses | receive, the deeper | can delve into the issues affecting the sector. Last year | had a record
response and the results were very lluminating and valuable. My fifth survey is open until 22 April and you can respond
at www.yougov.com/gca . It should only take 10 minutes to complete and it is your chance to let me know how the 10
regulated retailers are complying with the Code. Everything you tell me is treated in strict confidence. YouGov collate
and analyse the answers and respondents are not identified to me without prior consent. The results are reported at my
annual conference. Iwould urge you to register now to attend this on 25 June as it is valuable for learning about the
latest developments with the Code and my plans for the year ahead. it is always well subscribed

Call for evidence on extension to the remit of the GCA

Recently, the Government published its response to the callfor evidence on extending my remit. As a result the
Competition and Markets Authority (CMA) will examine whether more retailers should be added to the 10 already
regulated. | welcome this because | believe there ought to be a level playing feld for grocery retailers.

1am looking forward to hearing the CMA's plans for designating any new retailers and | encourage suppliers to take part
inthe process and let the CMIA have your evidence about which retailers should be covered. The outcome will benefit

you. And for those groceries retailers wha may find themselves regulated in the near future 1 would urge you to think
now about what action you may need to take to ensure you are Code compliant.

nurgona, Taain,

Christine Tacon

www.gov.uk/gca

@UKGCA
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