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Fellow co-operators, may I firstly congratulate you on the 110th anniversary, and your truly astonishing success – we can only dream of the market share you now enjoy. 
Secondly, I congratulate you on being far sighted enough to want to celebrate the achievement, not just with a nostalgic look back, but by looking at how co-operatives remain competitive in a global environment. In that context it is worth saying what a great time to be a co-operator, not only have we seen that co-operatives have not suffered from the consequences of the excesses that have caused so much havoc in the private sector, but co-operatives are once again on the main political agenda, being seen as providing community based solutions to public sector reform, recognised once again as having a significant role to play in international development, recognised for their durability in the current economic crisis and we are in the remarkable position where the United Nations are considering adopting 2012 as the UN International Year of Co-operatives. 
In recent years business sustainability has become a fashionable issue for researchers. Sadly they have often ignored the resilience of the co-operative business model and failed to recognise that the very characteristics that differentiate co-operatives from other forms of business at the same time provide the mechanisms for their sustainability. Any organisation over a century old, or perhaps nearing a century, because my own organisation, the Co-operative College in the UK is this year celebrating its 90th anniversary, knows that such durability does not mean our organisations have not experienced periods of great difficulty, and have had to adapt and change to overcome serious challenges and an ever changing environment. The issue we want to explore today is what makes co-operative organisations durable, sustainable and able to reinvent themselves to meet such challenges. 
Let me put that another way, reflecting more on the experience of our co-operative movement. How is it that, at a time of global financial crisis, this last week, Len Wardle,  Chair of the Co-operative Group, Britain’s biggest co-operative could state that, 
“most financial institutions in the credit crunch have not had a huge amount to celebrate. Yet the Co-operative Bank has seen its profits rise, its bad debts fall, and all this while championing a green, ethically and socially responsible approach to business”. 

He went on to add that the Co-operative Bank has just merged with the Britannia Building Society, creating a new financial super mutual with £70 billion worth of assets, 9 million customers and more than 300 branches. It is a remarkable transformation for a movement that a decade and a half previously was being written off by economists and business commentators as a quaint Nineteenth Century business model that had served its time and had no place in a modern Twenty First Century economy.

So how has that transformation from years of decline to today’s position where the UK co-operative sector has bucked the downward economic trend, reporting growth across its diverse activities been achieved? 
We need to look back to see the reasons for the decline, how decline was eventually stopped, and growth, and with it confidence, commenced. 
From the time of the Rochdale Pioneers, the UK co-operative sector had disproportionate strength in consumer co-operation. Supported by a powerful Co-operative Wholesale Society, with its manufacturing, banking, insurance and wholesale operations, the consumer co-operative was a characteristic found from the largest city to the smallest villages the length and breadth of the United Kingdom. The movement had particular strength in the industrial heartlands where it became a central pillar in working class community life embracing social, cultural, educational and political life as well as meeting consumer needs. With a reputation for trustworthiness, and loyalty built on the dividend system it weathered two World Wars, the great financial crash of the 1920s, the depression years of the 1930s and generally came out stronger, peaking in terms of market share in the mid 1950s (but at its peak less than half of yours today!). 
But those years of success made it ill equipped to deal with its biggest challenge – greater competition brought about by legislative change. Those changes were designed in the interest of the consumers and saw the rapid rise of the multiples from the 1960s. Small local co-operative societies, over a 1,000 at the time, were ill equipped to deal with those commercial pressures, and whilst the movement’s democratically elected leadership took rational decisions, advocating mergers into large regional co-operative societies capable of meeting the competitive pressures from the new multiples, the reality was that the movement’s response was too slow, with most mergers coming not from strength, but when a society was facing bankruptcy in the face.

The next 30 years will be looked back as near catastrophic for the UK’s co-operative movement – its market share, and its asset base haemorrhaged, with mergers slowly and steadily reducing the number of co-operative societies. As they fought to survive many felt that the very word co-operative was part of the problem. Member benefits disappeared, often with the mantra ‘we need customers, not members’ and a plethora of trading names other than co-operatives adorned the facias of many co-operative trading outlets. 

What I am describing was by no means unique to the UK, and when we look at the turning points, insufficient recognition is given to the outstanding work of Sven Ake Bӧӧk and the ICA project Co-operative Values in a Changing World. It looked at such trends globally and described some of the issues co-operatives needed to confront if they were to move forward. Bӧӧk’s work in the early 90s was widely discussed by members of co-operatives in the UK. They quickly realised that our values, our co-operative identity was what made us different and that identity needed to be at the heart of our commercial offer. When the Statement on the Co-operative Identity with, for the very first time its crystal clear statement of co-operative values was adopted in 1995 at the ICA Centennial General Assembly in Manchester it became the basis of fundamental change. It is worth remembering that the President of the International Co-operative Alliance at the time was Graham Melmoth, who had just been appointed Chief Executive of the Co-operative Wholesale Society in the UK. One of his first actions was to instigate a co-operative identity and values programme for senior managers in the CWS. He was clear that the movement’s future then was in his own words, to be a ‘successful co-operative business’, with equal emphasis on all three words.

There was one further significant event that helped our movement realise that its co-operative identity was the heart of its future, and that was an attempt at a hostile takeover and demutualisation of the Co-operative Wholesale Society in 1997. The robust defence of one of the pillars of our co-operative movement united members, managers and employees of the CWS and again helped galvanise discussion on what it meant to be a successful co-operative business.

One of the responses to that demutualisation attempt was to establish the Co-operative Commission, chaired by the then General Secretary of the Trades Union Congress, John Monks, and launched by the then Prime Minister, Tony Blair. Its report, published in January 2001 came up with 60 recommendations

“To plot a journey that can take the co-operative movement to a higher plain: where business efficiency matches the best in the PLC sector, where the co-operative principle strength in our business, where, through our work in the community we raise awareness of the values of co-operation.”

At its heart was the concept of creating a virtuous circle – where the commercial movement’s social goals give it a competitive advantage that could bring success, enabling it to effectively support its social goals. Whilst, in finest co-operative tradition, many sort to dispute or challenge recommendations in the report, but a series of work streams quickly started progress on them.

One series of recommendations looked at the importance of a common national co-operative branding approach for the movement. 

What followed was one of the most ambitious rebranding programmes ever undertaken by businesses in the UK, drawing on extensive research from top analysts. This is probably one of the most important points I am going to make today. The conclusion of all of that research was overwhelming, that the best thing to call a co-operative was a co-operative, not the fancy names that had emerged to deny co-operative identity over the years, and the best thing we had going for us was that we were a co-operative movement. The Co-operative Group, the result of the merger of some of our biggest consumer co-operative societies with the former Co-operative Wholesale Society has led the process and it is an immense source of pride to see the speed that that roll out of the Co-operative brand has taken place, with more and more societies adopting the brand and the whole merchandising and promotion strategy that goes with it.

The Commission also highlighted the centrality of membership to a co-operative movement. It challenged every Society to aim to ensure that an increasing proportion of the society’s customers become members, and that an increasing proportion of the movement’s business is conducted with members. That recommendation effectively represented a reversal of over two and a half decades of thinking, which had seen the movement’s membership stagnate and decline, and it would be fair to say that in many consumer co-operative societies at that time ownership was by yesterday’s customers. The introduction of an electronic card based national dividend system linking member transactions across the range of co-operative business has been a core part of this, returning to the classic co-operative business tool of building trading loyalty through membership. 
The result has been to make membership attractive again, with the Co-operative Group alone recruiting over 2 million new members in the last two years, with much more ambitious targets going forward. Members are not seen simply as important for the commercial success of the organisation, but for social success, with a team of membership officers actively working to engage them in campaigning activities as well as the democratic life of the society.
Perhaps the greatest impact on commercial success has been how the movement has positioned itself in a very competitive marketplace. The Co-operative Bank took the lead in terms of making its key customer proposition its ethical stance, guaranteeing not to invest its customers’ money in, for example, the arms trade, oppressive regimes or companies that carried out animal testing on cosmetics. This developed into a much wider range of ethical policies, and members enthusiastically championed ethical issues being a key part of the customer proposition in the retail business. It has flourished as the giant PLC banks have had to be rescued at enormous cost by our Government – clearly benefitting from its historic ethical stance.
The movement quickly responded to requests to mainstream the selling of Fairtrade products, converting all its own brand coffee and chocolate to Fairtrade products, and becoming the UK’s leading retailer of Fairtrade. It became a founder member of the Ethical Trading Initiative, taking responsibility for a sound sourcing policy to monitor supply chains. 
It did what successful co-operatives always do – it changed the market, leading in mainstreaming ethical issues in retailing.

It directly linked membership activities to these issues, championing the Make Poverty History campaign, running national screenings of the film Black Gold about the exploitation of small scale coffee producers, and more recently the campaign for democratic rights in Burma. It instigated a sophisticated mechanism to consult with its members on the issues that concern them most, using this to drive its social goals and then properly funding the social goals teams to support projects and programmes in line with the policy framework. For example it now contributes over £1 million a year towards international development programmes, as well as to a wide range of domestic and co-operative development programmes in the UK, e.g. FRICH programmes with small holder tea producers in Kenya. It championed action on climate change and has become a leader in terms of its own actions on carbon reduction, and through imaginative schemes encourages schools to reduce their own energy consumption and undertake climate change education programmes.

As confidence in the movement grew, it started to redress years of entrenchment through growth by acquisitions. Alongside society mergers, societies started to acquire small local chains of convenience stores, focusing attention on the parts of their business that had historically it had been best at, serving distinct local communities through community stores. Over the years these acquisitions grew larger, and earlier this year the biggest ever such acquisition took place, with the Co-operative Group acquiring Somerfield in a £1.4 billion acquisition. The result is a food business with more than 3,000 grocery stores and net food sales exceeding £10 billion a year making it the fourth largest food retailer in the UK, again a dramatic reversal on previous years. 

All of this has one profound effect - it has completely changed the image of the co-operative movement amongst the general public. It is just eight years ago that the Co-operative Commission stated -

“One of the movement’s greatest weaknesses is the widespread image of the co-op as an old fashioned, retail store chain incapable of meeting the expectations of today’s consumers.”

In reversing that position co-operatives have become fashionable again. Ten years ago and the public sector reform agenda it was nigh on impossible to get co-operatives seriously discussed as options, simply because of that old fashioned image. Today co-operative solutions are actively sought by Government departments, and some even talk of co-operatives, not the vaguer term ‘social enterprise’. 

Let me give you the example of the fastest growing part of the co-operative sector in the UK today, education. As part of that renaissance I have referred to, the Co-operative Group and the Co-operative College started working with a network of schools specialising in Business & Enterprise to see how the global co-operative movement could be used as a learning resources across the curriculum and address the invisibility of co-operatives in our education system. The results were remarkable (in terms of passing achievement), leading to Ministers and senior civil servants starting to take notice. Further education policy reforms were introduced in 2006, encouraging charitable trusts to run schools funded by the state. The Co-operative College saw this as an opportunity to develop co-operative schools, and following a pilot programme, the first such school became legal in 2008. Today there are 26, and we are working on the legal processes with over 100 further. Just a week ago the Secretary of State for Children, Schools and Families (our Education Minister) stated that:

“Moving to a co-operative model puts power into the hands of those who need best what is needed in their area. It can give everyone with a stake in the school’s success – parents, teachers and support staff, local organisations and pupils, the opportunity to be involved in the running of their school.”

At the same conference he raised the challenge to 200 schools using the co-operative model by next September. That will result in the transfer to Co-operative Trusts of well over £2 billion worth of public assets and create a co-operative education sector with an annual turnover approaching £1 billion a year. It provides us with the biggest national chain of schools outside those that are faith based. Perhaps even more important it will give us a chance to embed nationally qualifications in Co-operative Studies, so never again will young people leave schools having never learnt of the co-operative movement, other than in a passing reference to that quaint Victorian idea that had served its time in a history lesson! Let me give you another recent quote from the Secretary of State:

“It is fantastic to see more schools working together with parents and communities actively involved, and the co-operative model has proved to be an ideal way to do this. But I want to see more co-operative schools and I believe we can now expand the number of co-operative trusts, either up and running or at an advanced stage, to more than 200 over the coming year. This is about putting power in the hands of those who are directly engaged with local schools and who know best what is needed in their area.

“We will also look at helping co-operative schools to set up a network so they can work together to share ideas and learning. This shows our continued support of the co-operative model which empowers local communities to have direct control over education in their area and I urge other schools to look to this style of governance to put power in the hands of the people they serve”
And it is not just in education, other parts of public sector reform are also now actively looking at co-operative solutions. 
The very financial crisis that has created so much hardship to so many, has also left many questioning the economic orthodoxy the past three decades with its awe of the investor own model of enterprise. People have recognised that in the UK that every single building society that demutualised in the late ‘80s and early ‘90s has failed. At the same time, the public see that, with one or two exceptions that have been dealt with largely by the movement itself, those that remained mutual have been resilient.

At the same time the Chairman of the Co-operative Group stated – 

“The co-operative movement has reinvigorated itself and re-embraced those principles laid down so many years ago. New initiatives in rebranding and marketing have seen the movement’s skill base grow again, and our early and warm embrace of Fairtrade, ethical sourcing and environmentalism have given the whole movement renewed moral and political vigour.” 

Put simply, business success and confidence in co-operative values, and our co-operative identity are what have made the difference. Our movement has been turned round by returning to being a true co-operative movement.
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