
1 The only Adjudicator investigation of a supermarket 
was sparked by Tesco’s admission of £326m profit 
misstatement in August 2014 of ‘supplier 
commercial income’, some possibly obtained in 
breach of ‘good faith’ requirements of GSCOP. Tesco, 
a model of good corporate governance on finding 
the misstatement, has apologised. Adjudicator had 
to investigate but having no penalty powers at the 
time, the most it may report is detail of the breaches 
and a request for a further apology.

5 Back in 2012 we described the start of the current 
supermarket price war as a ‘perfect storm’, 
anticipating it would last five years. A ‘perfect storm’ 
because of flat-lining consumer spend, falling real 
wages, the spectre of deflation with low interest 
rates and the rise of the deep discount grocery 
retailer offering. Over three years in, it seems only 
five years may be optimistic. A race-to-the-bottom? 
This war devalues good food and belittles supplier 
provenance, processes and ingredient mix. With 
profit margins so tightly squeezed to be non-existent, 
it puts undue pressure on suppliers to cut corners.

8 The continuing supermarket price war (prediction 5) 
and, in Tesco’s case, the profit misstatement, have 
caused mainstream supermarkets to reduce their 
product (SKU) ranges to reduce supplier prices (on basis  
retained suppliers experience greater sales and can 
increase volume discounts based on economies of 
scale). The fresh produce aisle has the greatest number 
of SKU’s and suppliers. Tesco’s Reset and Asda’s 
Renewal projects, which started in 2015, are scheduled 
to tackle fresh produce range reduction in 2016.

9 Food supplier failure rates are rising, contrary to the 
rest of UK industry, as highlighted by us in 2014   
http://tinyurl.com/zq9hvma. Given the continuation of 
the supermarket price war, we expect more evidence 
that this trend continued in 2015 and that it will 
continue throughout 2016. 

2 Yougov survey findings in 2014 and 2015 
suggest an improvement in supermarket 
compliance with GSCOP. In review of the 
‘success’ of the proceeding code in 2005, 
BIS only required an audit of existing 
supermarket/supplier relationship not the 
‘divorces’ (the broken relationships) in the 
first three years of the code’s life. Expect 
more of the same treatment in reaching a 
conclusion in 2016.

6 Following Tesco’s profit misstatement, the 
shareholders in supermarkets woke up to 
the significance of ‘supplier commercial 
income’. In 2014 we estimated the total 
supplier commercial income of the Top 4 
supermarkets exceeded their normal profits 
before tax. In December 2014, the FRC 
asked the major supermarkets to separately 
disclose the amount of supplier income they 
receive in their published accounts. Asda 
and Sainsbury did not comply. 

7 TIFSIP is a cross-industry body established 
after the Horsegate scandal in 2013 to share 
market intelligence on food fraud and best 
practice to stamp it out. We expect the 
rising incidences of food fraud seen by 
TIFSIP in 2015 will continue into 2016, partly 
as a consequence of the continuing 
supermarket price war (prediction 5). 

10 Our services and experience in the food 
supply chain provide our clients with a 
better understanding of the profitability of 
their businesses in terms of key customer 
and SKU and how to better manage their 
trading risks. For details please see  
http://bit.ly/1S49Z2B 

3 This prediction is the logical conclusion of 
the process at 2 (above) and BIS’ concurrent 
red tape reduction programme.

4 GSCOP is to apply to all grocery retailers 
with turnover in excess of £1bn per 
annum. Expect BIS to realise in its 2016 
review of GSCOP that Ocado’s annual 
turnover exceeds that threshold. 

2016 Predict 1: UKGCA Adjudicator’s 
investigation of Tesco concludes “it 
won’t happen again...”

2016 Predict 5: supermarkets 
‘race-to-the bottom’ price war 
continues unabated and into 2017.

2016 Predict 8: Of all food suppliers,  
fresh produce TweetTeamPiP will be 
hardest hit by supermarkets price 
wars and SKU range reductions.

2016 Predict 9: Food supplier failure 
rate will continue to rise contrary to 
general UK trend reduction 

2016 Predict 2: bisgovuk BIS review Groceries 
Code ‘effectiveness’ and deem it a success.

2016 Predict 6: Sainsburys and Asda 
continue to ignore Financial Reporting 
Council requirement to disclose their 
‘supplier income’.

2016 Predict 7: TIFSIP will see an increase in 
not-what-it-says- on-the-food-label incidences.

2016 Predict 10: Moore Stephens UK food 
supply clients continue to survive and thrive 
against trend http://tinyurl.com/zq9hvma

2016 Predict 3: bisgovUK BIS review 
UKGCA Adjudicator role, deem it a success 
but suggest its closure as ‘no longer 
needed’...

2016 Predict 4: bisgovuk BIS realise Ocado’s 
rising sales means it should be formally 
bound into GSCOP UKGCA.
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