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Draft for Bob – Business Review Section

I would now like to move to my review of the half-year.

As you know, this is the first national meeting of members, and indeed the first half-year meeting, since the merger between United Co-operatives and The Co-operative Group took place.

We are, of course, here today, to review the performance of the Group for the half-year but it seems appropriate to begin my review by talking about the merger.

The most significant event of the last half-year, and for that matter for many other half-years, was the agreement by members of the Group to merge with United Co-operatives to form this Society – the largest consumer co-operative in the world.

Members gave their overwhelming support to the merger and the enlarged Group came into being on 29 July – a day that marked the beginning of a new era for the Co-operative Movement in the UK.

Since then much has happened to drive the Society forward and both Peter and David will be talking about that in some detail shortly.

The merger has not been achieved without some pain and some casualties. But, I remain totally convinced that it was totally the right thing to do. We WILL achieve the synergy benefits of at least £50m per year. 
The recent announcement of the sharp increase in the Brand roll-out programme over the next two years is another vindication, because we all realise that without the merger the Brand roll-out would have been slower, smaller and more fractured, so there is a big positive in this area. Our new colleagues from the former United society care about the same things as co-operators in the Group, and I am sure that any differences that people in both societies thought might exist, will quickly fade away.  

But, turning now to the results for the entire Co-operative Group prior to merger, I am delighted to be able to tell you that sales rose by 2.2% to £4.1bn. 

The Group’s operating profit before significant items and exceptional weather events also increased reaching £227m, an increase of 15.1% on this time last year.

However, I mention the weather as it had a significant impact on CFS’ profit. We all remember the floods that took place earlier in the year? Well, as a result, the General Insurance business was hit by claims of £55m.

When this and other significant items are taken into consideration, overall Group profit before payments to and on behalf of members was £116m, down 37.5%.

The Trading Group had an excellent first half and entered the merger in good heart and good condition. Payments to members increased by 38% to £38.3m underlining that the Society had a good year, and that members continued to support us through their trade.

{PAUSE}

A lot of the credit for the Society’s improved performance in the first half can once again be laid squarely at the doors of our food business, but our pharmacy and funeral businesses delivered good results also.

Peter and David will elaborate further on the performance of individual businesses in a short while, and so I would now like to turn my attention to membership – both our membership proposition and of course, the Constitutional Review which is now underway.

Since the Group relaunched membership and re-introduced that founding principle of all consumer co-operatives, sharing our profit with our members, we have seen the number of active members grow by over 500,000, a staggering 25% increase.

As Peter will confirm, in the coming year we will be undertaking a massive rebranding exercise – our biggest ever.

It’s an exciting prospect, but what is also exciting is that our membership proposition is being rolled out to United members and stores from the beginning of January 2008. That means former active members of United will receive our membership card and of course all members will have a massively expanded range of outlets in which they can use their card and earn their share of the profits.

This will not only benefit our members, but we hope that we will see trade across our family of businesses increase also.

It’s also appropriate to mention that a couple of months ago Midcounties Co-operative became the first independent Society to adopt the Group’s membership scheme. 

Now, 220,000 members of Midcounties have Co-operative Membership cards, which they can use in any of the society’s 600 business outlets or indeed Co-operative Group outlets. And Group members can use their cards and earn dividend by shopping in Midcounties’ stores.

That’s a fantastic development for members and for the future success of the Movement. I hope sincerely that other societies will quickly follow suit, so that together we can work towards the goal advanced by the Commission of a national co-operative members’ dividend system.
Of course we hope our membership proposition will attract new members to us also, as people really begin to get to know what we’re about – what our co-operative difference is and what it can mean for them and their community, And indeed for the world. As you know, one of our key social goals is the issue of climate change. We have done some excellent pioneering work in the Group and can be justly proud, but of course, we need to do even more in the future. The Group and the UK movement is currently highly regarded in the international co-op community and I hope we will continue to play an active and leading role in the ICA and other international co-op bodies. I am pleased to inform you that the UK’s proposal seeking to ensure a worldwide co-op campaign on climate change was overwhelmingly approved at the ICA conference in Singapore last week.
More members than ever now receive information about how they can get involved with the Society, how they can influence what we do and how we do it and how their community can benefit. 

Whether it’s having the opportunity to join in our Food Ethical Policy consultation, supporting one of our local initiatives or standing for election, we are confident that more and more members will get active and play their part in making us a successful co-operative.

This brings me on to the Constitutional Review.  You’ll be hearing much more about the Review later from Moira and Len but I just wanted to take this opportunity to remind us all that just as bringing the businesses of the two former societies together will take some time, so will ensuring we have a truly effective and robust system for the democratic control of  the enlarged Society.

An organisation of this size and this much influence within the co-operative sector and UK economy, needs a world-class democratic and governance model. The Constitutional Review Board, chaired by Len Wardle, has been charged with delivering this and I would like to feel confident that, ultimately, we will have a democratic and governance structure to be proud of.One that enables members to play their rightful part, working alongside management to make the Society the best co-operative business it can be. However, that is for the future, and time will tell. There are two things I am sure of. They are that a huge responsibility for whether or not we achieve what is necessary depends on the people in this room today. 
And, second, that what is absolutely essential is that we put aside any narrow, sectional interests that may exist and focus on what structure and arrangements provides the best prospects for the enduring success of the Co-operative Group and co-operation in the UK in the future.  Size alone can contribute to this, but size does not provide a guarantee of enduring success – far from it. Those of us, who like me have been active in this movement for the past 30 years, have in that time seen the collapse of the then largest primary co-ops in the UK on two separate occasions. I trust that we will do what we should to minimise the chances of that happening in the Group in the future. 
{PAUSE}

As you know, I am stepping down as Chair of the Group Board today, although I will continue as a Director of the Group and as Chair of CFS.

At this point, I would like to thank all those who have supported me in the role. Board colleagues (and here you will realise that I am using my Chair’s casting vote liberally and for the last time), management present and past, and members of the Secretariat team. Thanks also to the Deputy Chairs that I have worked with –  Terry Morton, who also stood down from his position as Deputy Chair in July, and to Steve Watts, and to his predecessor Robin Stewart. I have truly been grateful for their support and counsel. Thank you guys, and apologies for all those times when I acknowledge I frustrated you beyond measure. 

It has been a pleasure and a privilege to serve as Group Chair throughout the last few pivotal years and I stand down at a time when we are arguably the strongest we have been for 60 years.

I hand over to Len Wardle, a member of the Group’s South East Regional Board, and so I know I leave you in very capable hands. I am sure he will help take the Society forward successfully, in his own inimitable style!

A special thank you to Len for his courtesy and consideration these past few months as we have been working in tandem.

I am proud and pleased to have played my part in bringing the Society to the position it finds itself in today and, I wish all of you, and our Society, and the co-operative model,
 every success for the future.  

Thank You.
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