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Recommendations
Chapter 6 — The Social Economy and Co-operation

Social Economy and Community
Task Force

The Commission recognises that the
social enterprise sector is an integral
part of the Co-operative Movement and
appreciates the difficulty that the third
sector can face because of alack of a
modern legal framework and of available
financial support. The Commission
recommends that a Social Economy
Summit Meeting, hosted by The
Co-operative Bank and supported by
the Co-operative Union and the UKCC
should be held during 2001 under the
Chairmanship of John Monks.

The Summit Meeting, which would bring
together leading players in the UK’s
social economy, Government Ministers
and international experts should
particularly address the funding
difficulties encountered in the UK for
social enterprises, the feasibility of creating
a social economy venture capital fund
and the current legal limits in the UK on
the scale of Co-operative shareholdings.

The Commission recommends that

the summit should also provide an
opportunity to launch a new Social
Economy and Community Task Force
which would be a tripartite body bringing
together on a permanent basis the
three wings of the Labour Movement

to develop a holistic approach to
strengthening the social enterprise
sectorinthe UK.

Furthermore the Commission recommends
that the Labour Party should incorporate
into its manifesto for the next General
Election a commitment for the next
Labour Government to examine how it
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can implement measures to expand the
UK’s social economy.

Housing

The Government should promote amongst
local authorities that are considering
transferring their housing stock to the
private sector, the Co-operative model

of social housing.

UKCC and Co-operative Union

The Commission welcomes the
agreement that the Co-operative Union
will provide administrative support to
ICOM and to the UKCC. Also, the
Commission welcomes the news that the
Union and the UKCC intend, at the same
time, to establish a full strategic alliance
to progress further the overall policy
development of the Co-operative and
social enterprise movements.

The Commission recommends that this
new strategic alliance should become the
national voice for the promotion of social
enterprises in the UK and should develop
a framework to provide services, support
and training for potential and existing
Co-operative and other social enterprises
and should assist the development and
co-ordination of social enterprise/social
economy representation at national and
regional levels.
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1
General

1.1 In the context of the Co-operative
Movement, the formulation of a mission
statement represents an ‘encapsulation’
of the already established principles of
Co-operation. The aim of the statement
would be to encapsulate — for members
and employees - the vision of
co-operation for the twenty-first century,
linked to the common branding of

all Co-operative Movement ventures
and activities.

1.2 There is a clear acceptance by

the Commission and by all associated
with the Co-operative Movement that
Co-operative Societies combine both

a commercial and a social purpose.
These purposes/objectives should not
be seen as opposites; rather they should
be regarded - particularly in this modern
age - as offering the opportunity to
achieve breakthrough strategies for
co-operation in new and, in some areas,
mature markets.

1.3 Mission statements can sometimes
be dismissed as mere ‘window dressing’.
The Commission however believes that
for the Co-operative Movement in the
twenty-first century, the principle of a
defined mission — a stretching goal - is
an excellent way of expressing the social
purpose of the Movement and integrating
this with the essential commercial
mechanisms for achieving the social goals.

1.4 The mission statement will seek to:

» Guide the overall direction of the
business.

« Inspire and direct the efforts of
management and employees.
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» Give coherence to the activities of
different parts of the business.

« Act as avision for the future
development of the business.

“Co-operative businesses must achieve
their business success through the
consistent practical application of
Co-operative values and principles,

our values and principles are integral

to our activity, not some kind of add-on
feature. We must set out to be the
consumer’s champion, we must work to
unite rather than to divide the interests of
producers and consumers, to provide for
our members’ needs in a sustainable way!
A co-operator, Oxford regional hearing

2

What should be the
Co-op’s mission
statement?

2.1 To formulate a mission statement for
Co-operatives we consulted widely on
the nature and precise wording of the
statement. The process involved:

» Reviewing existing Societies’ mission
statements.

» Conducting a content analysis of those
Societies’ ‘positioning’ and an appraisal
of common elements.

» Reviewing the recent inputs from
advisers to the Commission.

» Reviews of some other company
mission statements.

» Development of an appropriate
template for a single mission statement.

» Advancement of a number of
suggestions for debate by the
Commissioners.
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2.2 In addition to the above, we sought
contributions from Commission
members themselves; from academic
writings; from CWS; and from the
Movement at large (via Co-op News
and the Commission’s own web site).

2.3 Various themes emerged. These may

be summarised as follows:

» Considerable disparity within existing
Societies’ missions as to whether
their ‘aim’ was to serve ‘customers’
or ‘members’.

« Similar disparity as to whether ‘profit-
seeking’ formed a part of their aims.

» Abroad range of current views as to
the ‘aims’ of Societies, but with clusters
of agreement in four main areas:

- Generic service benefits.

— Co-operative principles and values.
— Community focus.

- Success.

3

Guidelines for the
statement

3.1 Above all the mission statement
should be audacious and expressed in
specific terms; i.e. it should not simply be
a statement of existing competencies or
vague ambitions.

3.2 To an extent, therefore, it should
be reasonable to inspire positive
adoption and commitment at all levels
of the organisation, and indeed of the
Movement as a whole.

3.3 Ideally, the mission statement should
be brief, intelligible, without qualification,
and memorable. Taking account of the
substantive inputs and meeting these
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structural criteria was difficult. As might
be expected, there was considerable
discussion within the Commission before
a consensus emerged.

3.4 However, we believe that the following
statement meets the criteria and can
serve the Co-operative Movement and its
constituent parts for some considerable
time to come. We would like to think that
the Rochdale Pioneers would have approved.

4

The mission: challenging
convention - ‘the
Co-operative advantage’

Our mission is:

“To challenge conventional UK enterprise
by building a commercially successful
family of businesses that offers a clear
Co-operative advantage.”

4.1 What do we mean by a ‘Co-operative
advantage’?

We mean:

“Excellent products or services with
distinct competitive benefits derived
from our values and principles, our
rewards for members or our commitment
to the communities we serve.”

4.2 There are a number of important

elements to this statement:

» The notion of ‘challenge’, effectively saying
there is another way of doing business.

» The word ‘build’, which implies more
than maintenance and suggests both
investment and commitment.

» The idea of the ‘Co-operative
advantage’, offering consumers a real
choice in a number of different sectors.

Supporting this:

» The ambition of excellent products and
services because effectiveness is the
‘sine qua non’ of our business.

» The notion of ‘distinct competitive
benefits’ based on the three pillars of our
Co-operative values, our unique member
ownership and our community focus.

See recommendation 57

5

Implementation of
the mission

5.1 The Commission is aware that
mission statements can — however well
devised - be the subject of cynicism.
Nonetheless we believe that not to have
attempted to encapsulate the over-
arching mission for the Movement as we
see it at the beginning of the twenty-first
century would have been an abdication
of responsibility on our part.

See recommendations 59 and 60

5.2 What is critical is how effectively

the mission is ‘sold’ to Co-operative

organisations. Literature on this subject

suggests that there are three distinct

stages in this process:

i Communicate and explain the mission.

ii Create belief in the mission by
demonstrating its successful application.

i Solidify ‘emotional’ commitment to
the mission.

To which we would add a fourth:

iv Thereafter, ensure all employee and
Director training starts from and builds
upon this foundation.
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Mission statement: “to challenge conventional
UK enterprise by building a commercially
successful family of businesses that offers

a clear Co-operative advantage”

Recommendations
Chapter 7 — Mission Statement and Next Steps

Mission statement

The Commission recommends that to
express its fundamental purpose the
Co-operative Movement should adopt

as its mission the following form of words:
“To challenge conventional UK enterprise
by building a commercially successful
family of businesses that offers a clear
Co-operative advantage.”

The Movement should seek to implement
the mission in a consistent, committed,
and co-ordinated manner at all levels

of the organisations that make up the
Co-operative Movement and should ensure
all employee and Director training starts
from and builds upon this foundation.

The Movement should seek to live up to
and strive towards the ‘stretching goal’
that this mission represents over the
coming years.

Implementation

Co-operative retail Societies should seek
new ways of deepening their Co-operation
at atrading level, particularly in adjacent
geographical areas.

The enlarged Co-operative Union should
actively seek to ensure the commitment
of all sections of the Movement to the
implementation of the Commission’s
recommendations. In order to review
progress on the implementation of the
Commission’s Report, it is recommended
that the enlarged Co-operative Union
reports formally on this matter to
Congress no later than 2006.

The Commission recommends that the
Co-operative Movement should prepare
for its renewal in the twenty-first century
by reinterpreting and reinvigorating the
principles that it has always stood for to
make them relevant to the present day.
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Our work having been completed

it is for the Co-operative Union and the
other Co-operative Movement bodies

to which the various recommendations
are addressed, to consider the individual
recommendations, taken as an interlinked

set of proposals.
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We urge the Co-operative Union,
the Co-operative Party; CWS, all

Co-operative Societies; The Co-operative
Bank and CIS; and all other parts of the
Movement to work together from this
moment to sign up to and implement

our recommendations and, in so doing,
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Annex 1 - The Co-operative Commission

The Co-operative Commission

1 John Monks
Born 5 August 1945

Current position

General Secretary, Trades Union
Congress.

Chairman, Co-operative Commission.

Offices

Member of the British Government and
EU Competitiveness Councils since 1997.
Member of the Chancellor of the
Exchequer’s Standing Committee

on EMU.

Member of the Learning and Skills Council.

Member of ACAS from 1979 until 1995.
Currently a Visiting Professor to the
School of Management at UMIST,
Manchester.

2 Alan Donnelly
Born 16 July 1957

Current position

Secretary, Co-operative Commission.
CEO of Sovereign Strategy.
Chairman, Northern Infomatics
Applications Agency.

Offices

Member of the European Parliament for
Tyne and Wear from June 1989 until
retirement from the Parliament in
January 2000.

Former Leader of the European
Parliamentary Labour Party.

Board Director of Unity Trust bank 1987
until 1989.

Former National Finance Officer of
GMB Trade Union.

Former member of National Executive
Committee, the Labour Party.

3 Hazel Blears MP
Born 14 May 1956

Current position

Labour MP for Salford.

Vice Chair, Labour Home Affairs
Departmental Committee.

Offices

Former Salford City Councillor.

Former Principal Solicitor for Manchester
City Council.

Member of the Labour Party’s National
Policy Forum.

In October 1999, appointed Deputy to
lan McCartney MP.

Currently the Labour Party’s
Development Co-ordinator.

4 Lord Simon of Highbury CBE
(Life Peer)
Born 24 July 1939

Current position

Advisor to the Cabinet Office on the
modernisation of Government.
Appointed by President Prodi to advise
on Institutional Reform within the
European Union 1999.

Offices

Former Group Chief Executive and then
Chairman, BP.

Former Minister of State in HM Treasury
and the DTl as Minister for Trade and
Competitiveness in Europe 1997-1999.
Former Vice President of the European
Round Table and a member of the CBI
Presidents Committee.

Previously a non-executive Director of
the Bank of England.

5 Lord Fyfe of Fairfield (Life Peer)
Born 10 April 1941

Current position
Member of the House of Lords.
Chairman, Unity Trust Bank plc.

Offices

Former Director, The Co-operative Bank.
Former Director, CIS.

Former Chairman, CWS.

Former Chief Executive, Midlands
Co-operative Society.

6 Gerard Hill
Born 27 October 1966

Current position
Membership Development Officer,
CWS Scottish Co-op.

Offices

Vice President, Scottish Midland
Co-operative Society.

Former CWS Director.



7 Mervyn Pedelty
Born 16 January 1949

Current position
Chief Executive, The Co-operative Bank.

Offices

Member of the Executive Committee
of CWS.

Director, CIS.

Deputy Chairman, Unity Trust Bank.
Fellow of the Institute of Chartered
Accountants.

Fellow of the Chartered Institute

of Bankers.

8 David Pitt-Watson
Born 23 September 1956

Current position
Commercial Director, Hermes Lens
Asset Management.

Offices

Deputy Chair, Labour Finance and
Industry Group.

Former National Finance Director
and Assistant General Secretary, the
Labour Party.

Former Executive Member, Deputy Chair,

Labour Finance and Industry Group.
Non-executive Director, Pensions and

Investment Research Consultancy 1990.
Councillor, Opposition Leader on Finance
and Personnel, Westminster City Council,

1986 until 1990.
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9 Bill Connor
Born 21 May 1941

Current position
General Secretary, Union of Shop,
Distributive and Allied Workers.

Offices

Former Labour Leader of Skelmersdale
Council.

Member of the National Executive
Committee of the Labour Party 1990
until 1997.

Member of the General Council, sitting

on the Executive Committee of the TUC.

10 Bob Burlton
Born 7 June 1948

Current position
Chief Executive, Oxford, Swindon and
Gloucester Co-operative Society.

Offices

Director, CWS from 1992.

Director, The Co-operative Bank
from 1993.

Chairman, The Co-operative Union.
Member of the Board,
Co-operative College.

President, Co-operative Congress 1999.

Director, Heart of England Training and
Enterprise Council.
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11 Pauline Green
Born 8 December 1948

Current position
Chief Executive and General Secretary,
Co-operative Union.

Offices

Member (LP and Co-op) London North,
European Parliament 1989 until 1999.
Leader of the Group of the Party of
European Socialists 1994 until 1999.
Leader, European PLP 1993 until 1994.
Parliamentary Assistant, Co-operative
Movement 1986 until 1989.

President, Co-operative Congress 1997.

12 Alan Middleton
Born 18 August 1941

Current position
Freelance writer and lecturer.

Offices

Director, Lincoln Co-operative Society.
Associate, Co-operative College.
Chairman, Co-operative Cleaners.
Deputy Chairman, Shoefayre.
Chairman, Co-operative Production
Board.

Member of the Central Executive of the
Co-operative Union.

President, Co-operative Congress 1998.



Annex 2 - Terms of reference

The Co-operative Commission’s terms of reference
adopted at its first meeting on 29 February 2000

1
Introduction

We believe that the principles first
enunciated by the Rochdale Pioneers
and subsequently adopted and
periodically updated by the International
Co-operative Alliance (ICA) - (see opposite)
are an important part of the beliefs of

the three wings of the Labour Movement.
We believe they have a significant and
ongoing contribution to make to the
future of the Labour Movement as a
whole and to the commercial, political
and social life of the country.

We acknowledge that consumer
Co-operatives are the most established
and successful part of the Co-operative
Movement in the UK. There is now a
growing need and desire for that sector
to give active support and encouragement
to the newer, innovative Co-operative
developments in the economy which

are assuming a new importance for job
creation and social inclusion.

We also recognise that the structure and
strategies of the Co-operative Movement
must continue to change with the times
if it is to apply those principles to the
conditions of the UK in the twenty-first
century and to make them meaningful
for the Labour Movement in the next
century. In particular we believe that:

» Co-operative enterprises must
demonstrate their ability to compete
in the marketplace, by delivering
products and services as well as
the public company sector.

« Co-operative enterprises should
continue to make and, indeed, to
increase their contribution to
consumer rights, to the communities

in which they trade and to political
education.

« Co-operative enterprises have a
distinctive role to play in their
communities and can do this whilst
maintaining high standards in
employment and in their relations
with stakeholders.

We also recognise that partly as a
result of modest performance by some
Co-operatives in recent years, the
Movement has been under threat

from those who seek to destroy its
Co-operative structures and to profit
from the liquidation of assets built up
by prior generations of co-operators.
We believe it to be a matter of priority
that the Co-operative Movement

takes measures to ensure its successful
continuation to support and build on its
contribution to the Labour Movement.

2
Scope

The Commission will have as its aim

the encouragement of conditions and

changes which will facilitate the

achievement of the goals set out above.

In particular, the Commission will:

» Ensure that consumer co-operation
brings its support and experience to
bear on the development of the wider
Co-operative sector of the UK
economy.

» Review and measure the success of
the consumer Co-operative Movement
in meeting its commercial and social
goals.

Determine the factors which have
influenced its successes and failures
including:

- Business strategies.

— Ownership and control.

— Scope of its activities.

- Relationships with members and
customers.

- Engagement with communities.

— Relevance of its contribution to
consumer issues and political
education.

Review and make recommendations

on the structures for the ownership,

control and management of the

Consumer Co-operative Movement

for the future.

Review and make recommendations

for a structure that will ensure a

substantial and continuing contribution

by the Co-operative Movement to its
wider goals.

Propose a realistic course of action

to improve the effectiveness,

performance and contribution to
society of the Co-operative Movement,
with suggested avenues for
commercial strategy development.

Involve and, as far as possible, seek

the agreement of relevant Boards,

management and employees to any
proposal.

Involve and inform members of the

thinking and conditions of the

Commission.
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The ICA statement on the Co-operative identity

Definition

A Co-operative is an autonomous
association of persons united voluntarily
to meet their common economic, social
and cultural needs and aspirations
through a jointly owned and
democratically controlled enterprise.

Values

Co-operatives are based on the values of
self-help, self-responsibility, democracy,
equality, equity and solidarity. In the
tradition of their founders, Co-operative
members believe in the ethical values of
honesty, openness, social responsibility
and caring for others.

Principles

The Co-operative principles are
guidelines by which Co-operatives put
their values into practice.

1st principle

Voluntary and open membership
Co-operatives are voluntary
organisations, open to all persons able
to use their services and willing to accept
the responsibilities of membership,
without gender, social, racial, political

or religious discrimination.

2nd principle

Democratic member control
Co-operatives are democratic
organisations controlled by their
members, who actively participate in
setting their policies and making
decisions. Men and women serving as
elected representatives are accountable
to the membership. In primary
Co-operatives members have equal
voting rights (one member, one vote),
and Co-operatives at other levels are
also organised in a democratic manner.

3rd principle

Member economic participation
Members contribute equitably to, and
democratically control, the capital of their
Co-operative. At least part of that capital
is usually the common property of the
Co-operative. Members usually receive

a limited compensation if any on

capital subscribed as a condition of
membership. Members allocate
surpluses for any or all of the following
purposes: developing their Co-operative,
possibly by setting up reserves, part of
which at least would be indivisible;
benefiting members in proportion to their
transactions with the Co-operative; and
supporting other activities approved by
the membership.

4th principle

Autonomy and independence
Co-operatives are autonomous, self-
help organisations controlled by their
members. If they enter into agreements
with other organisations, including
governments, or raise capital from
external sources, they do so on terms
that ensure democratic control by
their members and maintain their
Co-operative autonomy.

5th principle

Education, training and information
Co-operatives provide education and
training for their members, elected
representatives, managers and
employees so they can contribute
effectively to the development of their
Co-operatives. They inform the general
public — particularly young people and
opinion leaders — about the nature and
benefits of co-operation.

6th principle

Co-operation among Co-operatives
Co-operatives serve their members
most effectively and strengthen the
Co-operative Movement by working
together through local, national, regional,
and international structures.

7th principle

Concern for community
Co-operatives work for the sustainable
development of their communities
through policies approved by their
members.
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Submissions

Co-operative Society submissions
Anglia Regional Co-operative Society
Brixham Co-operative Society
Channel Islands Co-operative Society
Chelmsford Star Co-operative Society
CIS
Colchester & East Essex Co-operative
Society
Co-operative Press Ltd
Co-operative Union
CWS Board
CWS Regions:
Greater Nottingham Co-op
North East & Cumbrian Co-op
Northern Ireland Co-op
Scottish Co-op
South Midlands Co-op
Heart of England Co-operative Society
llkeston Consumer Co-operative Society
Ipswich & Norwich Co-operative Society
Leeds Co-operative Society
Lincoln Co-operative Society
Lothian Border & Angus Co-operative
Society
Midlands Co-operative Society
Oxford, Swindon & Gloucester
Co-operative Society
Penrith Co-operative Society
Plymouth & South West Co-operative
Society
Radstock Co-operative Society
Raunds Co-operative Society
Scotmid Co-operative Society
Sheffield Co-operative Society
Southern Co-operatives Ltd
Tamworth Co-operative Society
The Co-operative Bank
The Woodcraft Folk
UKCC
United Norwest Co-operative Ltd
West Midlands Co-operative Society Ltd

Other submissions
TUC

USDAW

UNIFI Trade Union

MSF (Leeds General)

The Co-operative Party

Hounslow & Spelthorne Co-operative
Party

Waltham Forest Co-operative Party

Reading & District Co-operative Party

Wolverhampton Co-operative Party

Yorks & Humberside Co-operative Party

Wansbeck and Berwick Branch
Co-operative Party

Haringey Branch Co-operative Party

Leicester West Co-operative Party

CWS Cambridge Regional Co-op

Bristol CWS Branch Committee

Co-operative Accounting Standards
Committee

Co-operative Futures

CRU Open University

CWS Manchester Regional Board
(Provisional)

CWS Members Relations, Doncaster

CWS Members Relations, Huddersfield

CWS Members Relations, Humberside

CWS Members Relations, Merseyside

CWS Members Relations, Barnsley

Heriot-Watt University Social Enterprise
Institute

Home Counties Branch Committee
Southern Division

University of Leicester

Industrial Common Ownership Finance Ltd/
Industrial Common Ownership Movement

Institute of Chartered Accountants

MCS Party Council Leics Region

Reading Branch Committee

Communist Party of Britain

South East Regional Co-operative Council

Southampton Area Co-operative
Development Agency

Building Societies Association

CWS Humberside Branch

CWS Barnsley Branch

CWS Doncaster Branch

CWS Liverpool Branch

CWS Birkenhead Branch

Lancashire CDA

The Labour Party

UpStart Workers Co-operative

Poptel

Social Enterprise London

Durham CDA

Two Piers Housing Co-op

East Midlands Co-op Council

Eastern Region Co-operative Council

Equal Exchange Trading Ltd

Job Ownership

National Association of Co-operative
Officials

Co-operative Productive Board

Individual submissions
Roy & Patricia Stuttard
Jim Lamb
Duncan Chew
Kevin Robertson
Jeffrey Boss

Tony Bodley
Peter Collier
Carmel Keogh

D Strode-Willis
Geraint Day
Catherine Tarling
Chris Godbold
John Courtneidge
G Brown

Glyn Thomas

lan Mason
Graham Guest

M Powell

Edgar Evans
Brian Townsend

G Darby

Daryl Barker

G Bober

Alan Jackson

Kit Seyd

John Walker

Basil Loveridge
RN Franklin

Burt Cross



MD Mathieson

A Coomber

VA Gander
Muriel Gee

R Harrington-Vail
Edwin Martin
Shaun Fisher
Neil Wareham
Kenneth Allchin
Stephen Yeo
Steffan ap Dafydd
Howard Perrow
Sonya Conwell
Alan W Judd

W Gatherer
Doreen Tonkin
Bill Eyres

Gerald Sandison
Audrey Purr
George Conchie
Alex Gordon

VN Bingham
Derek Smyth
Richard Bickle
John E Smith
Jim Craigen
Hilda & David Smith
Edgar Parnell
Len Burch
Rosemary Watts
Kevin Hogarth
Joe Perry

CJ Richell
Barbara Rodgers
Ivor Zott

Kate Whittle

RA Bunn

Ashley Baldwin
Geoffrey Whiteley
E Rattery

David Smith
Muriel Jeffs
Johnston Birchell
DM Pate

T Jolley

CH Benda

Regional hearings
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In addition to contributions from a number of individual co-operators, the following
persons gave formal evidence to the Commission at regional hearings:

Oxford

Vivian Woodell
Frank Jones
Peter Begley

Loughborough
David Hudson
Simon Butler
Stuart Parker
Stephen Yeo

Dorothy Runnicles -

Edinburgh
Graeme Reynolds
Joe Hill

Frank Whitelaw

Manchester
Robin Stewart
Kevan Nelson
Bill Eyres

Peter Rogan
Brenda Pearson

London
Erskine Holmes

Baroness Thornton —

Malcolm Corbett
Russell Porteus
Bob Harbour
Sean Bish

Jean Whitehead
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CWS within the Co-operative Movement

Since the merger of CWS and CRS the sector, while its share of the assets of the Note: CWS figures include former CRS. *Travel turnover for CWS
new Society (which changed its name Movement is even more significant, given  excludes the tumover of the managed service provided by CWS
to Co-operative Group (CWS) Ltd, in its ownership of The Co-operative Bank fora number of independent Societies. Latest estimats including

(0] P P ’ p - p ; managed services and other recent developments takes CWS
January 2001) now accounts for more and Co-operative Insurance Society (CIS).  share to approximately 53%.

than half the turnover of the Co-operative

Source: Co-operative Union Co-operative Retail tumover Jan-Oct
2000 (these figures should be used as a guide only)

CWS share of total Movement
turnover 2000 (%)

Food Dairy Non food

All other Societies 45.1 CWS 549  All other Societies 51.4 CWS 486 All other Societies 72.2 CWs 278

Funerals Travel* Motor trades

All other Societies 40.3 CWS 59.7 All other Societies 67.7 CWS 323 All other Societies 74.6 CWS 25.4



1999 sales - turnover less VAT (£m)

5,000

4,000

3,000

2,000

1,000

1,500

1,250

1,000

750

500

250

100
80 .
]
60 |
| l
40 Il .
[ | .
B o N .
B I .
| I e
[ | ’
[ | 40
cws CRS All other Bank cws CRS All other
(continuing Societies (continuing ~ Societies
business) business)
1999 net assets (£m) 1999 reserves (£m)
1,500
1,250
1,000
[ | 750 —
[ | 500 [ |
[ | 250 [
—— o —
CWS CRS All other CWS CRS All other
(inc Bank) (at April 2000) Societies (inc Bank) (at April 2000) Societies

1999 trading surplus (£m)

The Report of the Co-operative Commission ~ 94-95

Note: Sales exclude Bank. Net assets include Bank at £264m and
CIS at a nominal £0.1m share capital value. Warburg Dillon Reed,
forthe Commission, considered that, on an adjusted value basis,
CWS/CRS (including the Bank and CIS at estimate market value)
accounts for 92% of the total asset value of the Movement.

CRS sales and surplus are for year to January 2000. Assets and
reserves are at transfer, April 2000. Net assets are defined as
fixed assets less long-term liabilities.

Sources: All other Societies: Co-operative Union Co-operative
Statistics 1999. CWS: Report and Accounts January 2000.



Annex 6 - Counsel’s advice

Advice given by Christopher Nugee QC

in conference on 7 July 2000

Counsel had been instructed to advise
generally on the position of Directors of
Co-operative Societies. The conference
was attended by lan Snaith, Roger Jones,
Cliff Mills and Kevin Jaquiss of Cobbetts.
The following note summarises the advice
given on the issues discussed.

Background

1 Thereis no legislation setting out the
duties of a Co-operative Director. The
statute does refer to a Committee of
Management but the only legislation
dealing with the duties of its members

is the legislation dealing with fraudulent
or wrongful trading.

2 This mirrors the position in relation to
company Directors and there is no logical
distinction to be drawn between the duties
of a company Director and the duties of a
Co-operative Director. Both flow from the
basic principle that the property and
business of a corporate body belongs to the
company or Society. The Directors who act
for the corporate body are agents acting for
a principal and have the implied duties of
agents:

a) Aduty of skilland care or competence.
This is a duty to do the job reasonably
carefully and could be described as a
‘negligence type’ duty.

b) Fiduciary duties flowing from the fact
that they are agents who have control
of someone else’s property. Any person
in that position attracts a quasi-trustee
analysis; they are not strictly trustees
but are treated as such and owe all the
fiduciary duties of loyalty, honesty and
good faith.

Duties of skill and competence

3 Thereisaclear and detailed exposition
in the City Equitable case which confirms
that Directors cannot properly be treated as
trustees because it is not possible to say in
general what their duties are. There are

different duties in different companies and

it is relevant to look at the balance of duties

taken on by Directors and officers, provided
that balance is reasonable. The case makes
it clear that:

a) ADirectoris not required to exercise
a greater degree of skill and judgement
than his own actual experience.

b) He need not give the company or
Society his continuous attention and
need not attend all meetings (though he
should try to do so).

c) Subject to the provisions of the Articles
(in the case of a company), a Director is
justified in trusting the officials unless
he has some reason not to do so.

4 If, therefore, you have a situation

in which a business is run in effect by
managers (as is the case in many retail
Co-operatives), it is sensible from the point
of view of the Directors to ensure that
they are not precluded from delegating
responsibility to officers and/or a Chief
Executive. Mr. Justice Romer in the City
Equitable case laid great stress on the
Articles of the company determining the
extent to which Directors were entitled
to delegate responsibility. It is therefore
important to ensure that a Society’s
constitution matches the reality of the
way in whichiitis run.

5 The case also makes it clear that a
Director who has special skills must deploy
them. This means that the Directors of a
federal Society who have relevant skill and
experience as executives of a corporate
member must deploy that skill and
experience on the federal Board. It is not
open to them to say that some lower
standard appropriate to a ‘lay Board’ applies.

6 The further question is whether any
objective test of skilland competence
applies, particularly in the context of larger
retail Co-operative Societies. In the

company context, the Courts have
suggested that the test under Section
214 of the Insolvency Act 1986 applies
generally. On this basis, a Director should
reach the conclusions or take the steps
which would be reached or taken “by a
reasonably diligent person having both:
a) The general knowledge, skill and
experience that may reasonably be
expected of a person carrying out the
same functions as are carried out by
that Director in relation to the company;
and
b) The general knowledge, skill and
experience that that Director has.”

7 ltis not possible to rule out a Court
following this line against a lay Director

of a retail Co-operative Society and
importing an objective element. However,
account would have to be taken of the basis
on which Directors of Co-operatives are
appointed and the culture of the organisation.
This culture involves Directors being
elected for the purpose of exercising
democratic control over the organisation.

In broad terms, a Director might say in
relation to his appointment “you knew

| was a plumber” but could not say

“you knew | wasn't careful”.

8 Theremarks of Lord Justice Scott

in the Barings case may be relevant.

He indicated that, the more senior and
highly paid the executive, the greater
degree of skill and responsibility to be
expected from him. It would appear to
follow from this that, in the Co-operative
context, a high level of skill and
competence is to be expected from
highly paid executives and a much lower
level from non-paid non-executives.

9 The following principles emerge:

a) ADirector of a Co-operative Society
cannot be careless, imprudent or
irresponsible.



b) He or she must understand the role and
should be:

i) given a copy of the Rules and told to
read them

i) taken through some form of induction
in which his or her attention is drawn to
the particular functions of the role.

c) ltis notacceptable for a Director to
turn up to meetings without reading
the papers or thinking about them.

10 The reference to the ‘functions’ carried
out by a Director in Section 214(4) of the
Insolvency Act is a reference to the
functions of being an agent of a corporate
body. It is not possible to say that the
‘functions’ of a Co-operative Director differ
from the ‘functions’ of a company Director.
The Co-operative background is relevant to
the skill and competence which the Director
may bring to the exercise of those functions.

11 Itis not possible to say, as a matter of
general principle, that the level of skill and
competence to be expected of a Director
varies by reference to the size of the
organisation. It is appropriate to consider
this in the context of a proposed sale

of land:

a) The duty to take care to get a proper
price is the same duty however large
the price may be.

b) A Director who is not a valuer is not
required to try to make his own
assessment of value — he can (and
should) take advice from the executive
and act on that advice unless it is
obviously misconceived (for example
because it conflicts with advice given
by a professional valuer).

12 This analysis brings one back to the
importance of the Rules. A lay Director

of a large retail Co-operative Society
cannot deal with the significant questions of
retail strategy which will arise. Indeed, he or
she might be in breach of duty if they tried
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to do so. The lay members of the Board
therefore have to rely on the executives
(although, as has been said, executives

of corporate members who sit on federal
Boards might be expected to take their
own view). This being the case, itis
unsatisfactory to have a constitution which
does not reflect what is going on on the
ground. If any case concerning Directors’
duties came to Court, the Judge would look
first at the constitution. If the constitution
makes lay Directors responsible for
management of the organisation, there is
arisk that the Judge will say that they must
take the consequences of having taken on
arole which they were not capable of
fulfilling. This risk should not, however,

be over stressed; in practice the legal
principles would be drawn from the

facts of the case and the delegation of
responsibility, provided there is a power

of delegation in the Rules, would generally
exonerate the Directors.

13 ltis a part of the duty of care of

a Director to take advice if a point is
reached where he or she is no longer able
to deal with the issues which arise in the
Boardroom. There also comes a stage
where, in a business which is not
performing, the Directors have to question
the performance of the executives and will
have to take external advice. There is a
potential lacuna in the normal Co-operative
structure in these circumstances arising
from the absence of skilled and
independent non-executive Directors. This
might be addressed by some form of ‘health
check’ service to establish whether the
system of delegation and monitoring in a
particular society was effective. Great care
is required in bringing external professionals
into the Boardroom. The cost involved

may be difficult to justify in a Society in
financial difficulties and there is a serious
de-stabilising effect in having external
professionals looking over the shoulders
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of executives. All of this suggests that
there may be a role for independent
non-executive Directors in larger retail
Co-operative Societies.

Fiduciary duties

14 All the fiduciary duties which apply to
company Directors will apply to Directors
of Co-operative Societies. The phrase used
by Lord Upjohn in the Boulting v ACTT case,
‘undivided loyalty’ is a good way of
expressing the position.

15 Aniillustration of the principles appears
in the case Charterbridge Corporation v
Lloyds Bank in which Mr. Justice
Pennycuick dealt with the duties of the
Directors of a subsidiary company who are
nominated by the parent. This situation is

a persuasive analogy to the situation of
Directors of federal Co-operative Societies
nominated or appointed by corporate
members. The principle which emerges
from the case is that the Directors of the
subsidiary cannot sacrifice its interests to
the interests of the group. The question is
whether an intelligent and honest man
could have believed that the transactionin
question was for the benefit of the subsidiary.
Another way of putting the point is that the
Director cannot subordinate the interests of
the subsidiary to those of the group.

16 This suggests that a Director appointed
or nominated by a corporate member of

a federal Co-operative Society is strictly
limited in the account he or she can take of
the interests of the corporate member in
the federal Boardroom. However, it is clear
from the decision in Harries v Church
Commissioners (dealing with the duties

of trustees) that there is a balance to be
struck. In that case, it was decided that the
trustees are under a duty to get a return on
investments, but they can have an ethical
policy provided they do not subordinate the
need to get a return to that policy.
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17 Translating these principles to the
Co-operative Movement, the position is
that a Director of a Co-operative Society
is a Director of that Society and not of
the Movement. However, provided he

or she does not sacrifice, subordinate
orignore the interests of the Society in
question, he or she can take account

of a wider interest.

18 These issues are brought into focus

in circumstances where a Co-operative
Society proposes to take a transfer of
engagement of another Society which is
in financial difficulties. It is not legitimate
in that situation to say that, because any
surplus in either Society goes to the
Co-operative Movement, there is no need
to consider the effect of the transfer on
the transferee’s business. Difficult questions
might arise if it was a separate object of

a Co-operative Society to rescue other
Societies in financial difficulties, but in the
absence of any such provision the Directors
of a transferee Society must look at the
transaction and decide what, if any, effect
it has on the Society’s ability to continue
to deliver Co-operative services.

19 This point can be illustrated by
reference to the history of CWS. CWS has
built a large and solid retail business out
of a series of rescues and has to consider
the impact the failure of any

Co-operative Society would have on its
image. However, CWS is committed to
running a ‘successful Co-operative
business’. This phrase provides a helpful
background when considering the duties
of Directors of CWS (or any other
Co-operative Society). In considering
whether to take a transfer of engagements
from a Society in difficulty, the Directors
must take steps to establish (by reference
to figures) whether and to what extent the
transfer would impact on the Society’s
ability to run a ‘successful Co-operative

business’. The fact that the Act gives an
Industrial & Provident Society power to
accept a transfer of engagements shows
that a ‘rescue’ of this kind is a proper thing
to consider but this does not detract from
the need for the Directors to look at the
long term interests of the receiving Society.
Assuming that the Society does not have an
independent object of rescuing Societies in
difficulty (and the position there would be
far from clear), it is questionable whether
the Directors of a receiving Society could
properly embark on a transaction which
would ruin that Society, even if there were
strong reasons in line with Co-operative
principles or the interests of the
Co-operative Movement for doing so.

Conflict of interest

20 The case of SCWS v Mayer
demonstrates the potential dangers for
the Directors of a subsidiary company who
are nominated by the parent. In that case,
the Directors were found to have acted
oppressively towards a minority because
they acted in the interests of SCWS rather
than in the interests of the company.
However, it is clear from Lord Denning’s
decision in the Boulting case that it is
acceptable in principle for a Director to be
a nominee provided he or she does not act
in accordance with instructions given by
the nominating Society.

21 Specific issues arise from the fact that
the corporate members of federal
Co-operative Societies who nominate
members of the federal Board are in
competition with each other (there being
no agreed common commercial strategy
for all Societies).

22 One area where a nominee Director
might have difficulty in this context is that
of confidential information. There can be
no doubt that a Director nominated by

a corporate member on the Board of a

federal Co-operative Society is under

a duty (in accordance with the agency
principles previously discussed) to keep
confidential information which he or she
receives in the Boardroom and not to use
or disclose that information. The duty

of ‘undivided loyalty’ requires that the
information be used only for the benefit
of the federal Society.

23 Equally, however, the Director will, on
the face of it, be under a duty to disclose to
the corporate member information which
he receives which is relevant to the
corporate member’s business. The case of
Halifax BS v Stepsley (which dealt with the
conflict of interest affecting a solicitor who
acted for a Mortgagor and a Mortgagee and
received information from the Mortgagor
which was prejudicial to the Mortgagee)
makes it clear that a person in this
situation may have conflicting duties of
confidentiality and is not absolved from his
duty to one party by his duty to the other.

24 This creates a real and significant
problem, to which there are three possible
solutions:

a) The federal Society could authorise
disclosure. In practice, within federal
Societies, this may be the solution
which is adopted. However, disclosure
of commercial information to corporate
members who are represented on
the Board is unfair to those who are not
represented. Theoretically, the
unrepresented Societies could allege
breach of duty unless the position was
addressed in the Rules.

b) The corporate member agrees not to
be party to any confidential information
which its nominee receives as a Director
on the federal Board. It may be that an
arrangement of this kind is implied with
the power in the Rules to nominate.
There is, however, a practical difficulty
about this, in that it may be extremely



difficult for a Director who receives
information on the federal Board to put
that information out of his mind when
dealing with an issue on behalf of the
corporate member.

c) Discussion of issues where there is a
conflict of interest could be delegated
to a sub-committee excluding the
Director affected.

25 Issues may arise on the federal

Board where a decision which is in the
commercial interests of the federal Society
might prejudice the interests of a corporate
member. A Director nominated by that
corporate member might think it right to
vote against the proposal and an issue then
arises as to whether, in so doing, he or she
would be in breach of fiduciary duty to the
federal Society. In approaching a situation
such as this in the context of CWS, the
provision in CWS’s Rules that it is an object
of CWS to promote Co-operative principles
is relevant and can be taken into account.
The culture and history of CWS are also
relevant. There might, therefore, be reasons
why it was inappropriate for CWS to take a
particular course of action which was
commercially beneficial but which would be
seen outside the Society as high handed or
abusive. In that situation, a Director of CWS
nominated by a corporate member could
legitimately make these points and might
also vote against the resolution on the basis
that the proposal ran contrary to CWS’s
commitment to be a successful
Co-operative business. However, it would
not be legitimate to vote against a proposal
if this would materially prejudice CWS’s
ability to meet the other two elements of

its corporate aim. CWS’s power to trade
has to be used within its original purposes,
which include its history and culture, so
that it would be inappropriate for CWS to
trample on other Co-operative Societies.

To that extent, there is a distinction from the
position of a company but the Directors
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must be aware that they are still running
abusiness and not a charity.

26 Issues arise from the fact that corporate
members of federal Societies enter into
contracts with those federal Societies.

This means that Co-operative Directors of
federal Societies find themselves voting on
contracts with their Society. As a matter of
law, their interest in those contracts ought
to be disclosed to the membership rather
than to the Board; the common provisions
in company Articles permitting disclosure to
the Board are a relaxation of the basic rule.
It follows that a federal Society which trades
with its corporate members should have a
provision in its Rules dealing with disclosure
of interest.

27 Similar but separate questions arise

in relation to lay members of the Board

of a Co-operative Society who are

nominated or elected from a particular

geographical area. Such a Director might

be placed in difficulties, for example, by a

proposal to close stores in his or her area.

The principles which apply are as follows:

a) The Director cannot be mandated by
his or her region to vote in a particular
way and must listen to debate in
the Boardroom.

b) The Director cannot take into account
in casting his or her vote the effect the
vote would have on his or her ability
to be re-elected.

c) ltis, however, entirely appropriate
for the Director to articulate and
pass on concerns expressed in the
region; that is the proper function
of a Director in this position and he
or she should express his or her
own experience and the views of
members in the region.

d) In making a decision, the Director can
take into account any commitment of
the federal Society to the Co-operative
Movement, but should still carry out
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the balancing exercise in relation to
the three elements of a ‘successful
Co-operative business’ set out above.

28 The same broad general principles
apply to an employee who serves on

the Board of the Co-operative Society,
whether or not the employee is in place as
an ‘employee representative’. An employee
representative might be under a duty to
articulate the position of employees and it
would be entirely legitimate for him or her
to make reference to good employment
practices. There is, however, no specific
Co-operative principle dealing with the
rights of employees and an employee
representative cannot, in any event,
subordinate the interests of the Society

to the interests of employees.

29 The high level of interaction between
federal Societies and their corporate
members at executive level may on
occasion place an executive of the federal
Society in the difficult position of being
asked for commercially sensitive
information by a Director nominated by

a corporate member. On the face of it, the
Director is entitled to the information as

a Director, although the executive would

be entitled to suggest that the request
ought to be made in the Boardroom or

to refer it to the Chair. However, even this
puts the executive in a difficult position

and federal Societies should set up systems
and channels of communication in advance
to avoid it happening. The key is that the
people involved should be sensitive to the
issues and understand the systems and
their purpose.
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The Co-operative Independent Commission 1958

The present Report is not the first report
of a Co-operative Commission, as that
honour belonged to the Co-operative
Independent Commission, which
reported in 1958. Set up by resolution

at the Edinburgh Co-operative Congress
of 1955, it was chaired by Hugh Gaitskell,
and had Tony Crosland as secretary.

The other members of the Commission,
all selected as “suitable persons not
engaged in Co-operative management
or administration”, were Miss Margaret
Digby, Professor D T Jack, Dr J B Jefferys,
Lady Hall, Colonel S G L Hardie,

Mr.J T Murray and Alderman F Pette.

The background to the Commission was
the rapid changes which were taking
place in retailing following, amongst
other things, the end of rationing and

the start of self-service. The Co-op was
losing market share - but still had

30,000 shops and 250 factories. There
were two separate Wholesale Societies,
one for England & Wales and one for
Scotland — and there were 967 Retail
Societies, of which 166 operated only
one shop, while 650 had fewer than ten.
Those Societies were together paying
dividends to customer members in excess
of £40m per year — but this was often at
the expense of retained income, and there
were major concerns about the ability of
the Co-op to fund its future development.

Following 35 meetings spread over
almost three years, a range of visits, and
formal and informal consultations, the
Commission produced its report which,
unfortunately, also contained a Minority
Report from Colonel Hardie, dissenting
from the main findings, by recommending
the establishment of a single national
Society for England & Wales (plus one for
Scotland) combining retail, wholesaling
and manufacturing interests.

The majority report comprised 51
recommendations, many of which refer
to issues and debates long forgotten.
Recommendation 13, for example,
proposed the clearly radical idea that
“the Movement should be more willing
than it has been in the past to recruit from
Grammar Schools and Universities”.
Similarly the idea that “the ideal number
of societies is in the region of 200 - 300"
(Recommendation 18) has long been
overtaken by events.

However, there is much in the Report that
was ahead of its time and is still in many
ways relevant. The Commission was clear
about the respective roles of Boards,

and of Management. “Boards should
concentrate on major policy and ultimate
supervision, leaving the detailed
management to the paid officials”
(Recommendation 10), and “all societies
... should, if necessary with the help

of outside business consultants or

the Co-operative Union, create a clear
management structure, with unambiguous
job specification and an explicit chain

of command” (Recommendation 12).

This theme was further expanded

on with regard to CWS, where the key
recommendation (Recommendation 37)
was that the then full-time elected Board
should become part-time, and “confine
itself to supervising and sanctioning
major policy, and altogether eschew
interference in detailed management”.

The Commission had much to say on

the subject of dividend and price policy,
arguing that the Movement should “sell

at market prices and treat dividend as
aresidual” (Recommendation 1) that is,

it should aim to match local competition,
and not expect the dividend to compensate
for high prices. Concerning the dividend,

the Commission assumed, without
spelling it out, that the dividend was

a sine qua non of a Co-operative.
However, recognising that Societies
were increasingly paying out dividend
which they should have retained, it
recommended that Societies should
stabilise dividend at a level “high enough
to act as an effective inducement to
trade, but not so high that it cannot be
maintained for a period of years ahead;
and they should allocate the remaining
surplus, and any increases in the surplus,
toreserve” (Recommendation 3).

In looking at the financial performance
of the Movement, the Commission

was again ahead of its time in terms

of introducing return on capital as the
crucial measure, and recommending
that “investment decisions should be
taken on the basis of a comparison

of relative rates of return on capital”
(Recommendation 29). Even more
significantly, it recommended that

“the greater proportion of Co-operative
capital expenditure in the next few years
should take place, not in the production,
but in the retail field” (Recommendation
27). In part flowing from this, the
Commission recommended that a
“Co-operative Retail Development
Society should be set up, to plan and
operate national chains of specialist
shops” (Recommendation 45), involving
“the surrender of the notion that a local
Society can claim a permanent monopoly
of Co-operative trade in its own area”.

Finally, recognising that the Movement
was likely to be faced with on-going
change, it recommended “that the
Movement should formally examine
both major constitutional issues, and
also its basic trading policies, at least
once a decade” (Recommendation 51).



least once a decade went unheeded
thereafter, and with some notable
exceptions, the Commission
recommendations were ignored,

or brought about by force of
circumstances, rather than freely
adopted.

What happened next?

Regrettably, not a lot. The idea of

a Retail Development Society led to

the establishment of Shoefayre, but little
else happened immediately. In 1964,
though, the Board of CWS grasped the
nettle and set up a Joint Reorganisation
Committee under Sir Leonard Cooke,
which reported in August 1965. This
report (the JRC Report) led rapidly to the
replacement of the then full-time CWS
Board with an elected part-time Board,
and brought in professional
management, in a structure which has
broadly lasted until today.

The lessons are obvious!

This led in turn in the late 1960s, to a
programme of tackling declining market
share, the old fashioned image, and
inadequate shops with the launch of
the Co-op logo, the first national TV
advertising campaign, and Operation
Facelift, a national refurbishment
programme.

At the same time, the Co-operative Union
published, in November 1967, a Regional
Plan, aimed at reducing the tally of
Societies from 467 (there having been

a large number of failures and forced
mergers in the meantime) to a more
realistic 50. Its report, almost ten years
after the Independent Commission,
said: “If the serious warnings of the
Independent Commission had been
heeded, the Movement would be in far
better shape to withstand the impact of
new problems which have developed”.

The activities of the late 60s and early
70s led to a halt in the decline — even
briefly in the mid 70s a period when the
Movement was showing growth again.
But the Independent Commission’s
call for a formal re-examination of the
constitution and trading policies at
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Fenwick Weavers

Rochdale Pioneers

CWS established

CIS established

Co-operative Union established
Co-operative News published
Co-operative Bank established
CWS manufacturing commenced
Co-operative Productive Federation
Co-operative Women’s Guild
International Co-operative Alliance
1,439 Co-operative Societies
PATA boycott

1,385 Co-operative Societies
Profits Tax

Co-operative Party established
Co-operative College established
CWS retail established

Ten-year plan introduced

First Self-Service Shop opened
National Co-operative Chemists
30,000 Co-operative retail shops
Independent Co-operative Commission
Society Footwear established
Co-operative off-licences
Restrictive Trade Practices Act
Co-operative Stamps introduced
Co-operative principles revised
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Co-operative milestones

The following are some of the key events that have significantly contributed towards shaping the Co-operative Movement we have
in the UK today:

1769 Fenwick Weavers Co-operative Society established and in the subsequent years many other Co-operatives were formed
with varying degrees of success.

1844 Rochdale Pioneers Society established, starting a period of phenomenal Co-operative growth. Based on their eight
‘Rochdale rules’, including distributing a share of profits according to purchases that came to be known as ‘the divi’.

1862 Industrial and Provident Societies Acts (I & P Act) for the first time gave Co-operatives corporate status providing a proper
legal framework for Co-operatives. The first | & P Act had been enacted in 1843.

1863 Co-operative Wholesale Society (CWS) established originally called the North of England Co-operative Wholesale
Industrial and Provident Society Limited; the Scottish CWS followed in 1868.

1867 Co-operative Insurance Society (CIS) established.

1870 Co-operative Union established (initially known as the Co-operative Central Board) as an outcome from the first national
Co-operative Congress, held in 1869.

1871 Co-operative News first published.

1872 The Co-operative Bank established, initially as the CWS Loan and Deposit Department, registered as separate wholly-
owned subsidiary of CWS in 1971.

1873 CWS entered manufacturing and later became substantially involved in importing, ship owning and in many overseas
ventures, including joint CWS/SCWS tea estates.

1882 The Co-operative Productive Federation established bringing together producer owned (workers’) Co-operatives -
now a committee of the Co-operative Union.

1883 Co-operative Women'’s Guild established.

1895 International Co-operative Alliance (ICA) established and held the first international congress in London.

1900 Atotal 1,439 Co-operative Societies now registered.

1906 ‘Abortive boycott’ on the supply of branded goods to Co-operatives imposed by the Proprietary Articles Trade Association,
to prevent Co-operatives paying ‘divi’ on such goods.
Calls for a national Society to encompass all consumer Co-operatives by the President of Co-operative Congress, JC Gray.

1914 The number of consumer Co-operatives was 1,385, the process of amalgamation had started that has continued to this day;
by the year 2000 the number of Societies had fallen to a total of 45.

1916 Profits Tax applied to Co-operatives for the first time, resulting in CWS paying £1 million in tax for the year.

1918 Co-operative Party established, as a Department of the Co-operative Union, leading to direct Parliamentary and local
government representation under an electoral agreement with the Labour Party.

1919 Co-operative College established, first based in Manchester and in 1945 relocated to its current site at Stanford Hall, Loughborough.

1934 CWS retail established, becoming Co-operative Retail Services (CRS) in 1957, with the purpose of opening shops in
‘Co-operative deserts’ and taking over failing retail Societies.

1935 Ten-Year Plan for Co-operative development introduced, which was intended to encourage Co-operatives to expand into
areas not yet served by Co-operatives.

1942 First Self-Service Shop opened by the London Co-operative Society. By 1950, 90 per cent of all the self-service stores in the
UK were operated by Co-operatives.

1945 National Co-operative Chemists (NCC) established becoming the first national chain of Co-operatively-owned retail outlets.

1955 British Co-operatives operating 30,000 retail shops reaching their peak in terms of market penetration; having market
shares for food of 20 per cent and 12 per cent of non-food; and with 13 million people reported to be in membership.

1956 Independent Co-operative Commission set up, initially only to consider Co-operative production, but widened to include
retailing, which came to be known as the ‘Gaitskell Commission’; publishing its report in 1958.

1959 Society Footwear (renamed ‘Shoefayre’ in 1964) established in a bid to form new national chains of non-food shops.

1961 Co-operatives operate their first ‘off-licences’, hitherto having maintained the abstinence policies of the founding fathers.

1964 The abolition of resale price maintenance as a result of the introduction of the Restrictive Trades Practices Act, heralding
intensive price competition in UK retailing.
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Philip Thomas appointed CE of CWS

Co-op logo launched

1965

1966

1968
1969

1971
1973
1974
1978

1979
1981

1982
1985

1987
1990
1991

1993

1994

1995

1997
1998
1999
2000

The Report of the Co-operative Commission 102-103

Co-operative Commission established

CWS Responsible Retailer Campaign
CWS/CRS merger

CWS manufacturing sold to Hobsons
CWS Dividend Card pilot

Millom Co-operative Society

Scottish CWS merged with CWS
Second regional amalgamation plan
Co-op Great Britain proposed
Hunting prohibited on CWS farmland
Ban on South African goods

Report on Corporate Governance
CRTG established by CWS
Co-operative Identity Statement

Dividend Stamps introduced
CWS Dividend Card roll-out

CDA established

LCS to CRS

25 Societies resolution
RACS to CWS

ICD formed

NECS to CWS

UKCC established
Collapse of Norco
Lanica affair

smile set up

Dividend Stamps introduced as an alternative to the traditional methods of paying the ‘divi, and as a response to the adoption
of trading stamps by other food retailers; individual Societies operated their own stamp schemes. CWS launched the national
Dividend Stamp scheme in 1969.

Publication of the Joint Reorganisation Committee Report.

CWS full-time elected Directors discontinued (a practice which dated from 1906).

Co-operative principles revised by the International Co-operative Alliance (ICA), with a view to making them more relevant
to a wider variety of fast-growing Co-operatives throughout the world.

A Regional Plan, promoted by the Co-operative Union, called for the amalgamation of the then existing 680 Societies into
55 regional Societies.

CWS appointed its first ‘outsider’ Chief Executive, Philip Thomas, who was killed in a plane crash less than two years later,
before the completion of the programme of radical change he introduced.

Operation ‘Facelift’ launched and the first national ‘Co-op logo’ was introduced.

The failure of the Millom Co-operative Society highlighted in the BBC TV ‘Nationwide’ programme, creating apprehension in
the minds of Co-operative members throughout the UK as to the safety of their investments in Societies.

Dividend Stamps scheme introduced.

The Industrial Common Ownership Movement (ICOM) established, becoming the central organisation for the ‘new wave’ of
worker Co-operatives.

Scottish CWS merged with CWS, following difficulties with the SCWS Bank; CWS now became directly involved in retailing.
A second regional plan launched, which called for the amalgamation of the then existing 260 Societies into 26 regional Societies.
National Co-operative Development Agency (CDA) established by government, mainly promoting worker Co-operatives;

it was wound up in 1989.

Co-operative Congress President, J H Perrow, calls for the formation of ‘Co-op Great Britain’.

London Co-operative Society transferred to CRS.

Hunting with hounds prohibited on CWS farmland (not fishing or shooting).

Co-operative Congress resolves to reduce the number of Societies to 25.

Royal Arsenal Co-operative Society transfers to CWS.

Ban on South African goods (lifted 1992).

Institute of Co-operative Directors (ICD) formed.

North Eastern Co-operative Society transferred operations to CWS, on the basis of new management arrangements.
United Kingdom Co-operative Council (UKCC) established, for the first time providing a single body representing all forms
of co-operation in the UK.

Report on Corporate Governance launched, leading to a ‘code of best practice’ for the conduct of the affairs of
Co-operatives, issued in 1995.

Collapse of Aberdeen Northern Co-operative Society (NORCO).

Sale of CWS food factories to Hobsons.

Co-operative Retail Trading Group (CRTG), joint purchasing group, established by CWS.

The 150th Co-operative Congress called for a single UK Society by the year 2000.

New Co-operative Identity Statement adopted by the ICA Centenary Congress, held in Manchester.

CWS Responsible Retailer Campaign launched. CWS commences Dividend Card pilot.

The ‘Lanica’ affair. Efforts to take over CWS by city businessman repelled.

CWS rolls out Dividend Card nationally.

Co-operative Bank sets up smile, the Internet bank.

Co-operative Commission established. CWS/CRS merger finalised.

For a detailed listing of UK Co-operative historical events visit the following web site:
http://www.co-op.ac.uk/cch/resources/history/timeline.htm
With thanks to Edgar Parnell.
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Glossary of terms

ATM

Board

BOGOF

Central Executive

CEO

CIS

Communicating Mutuality

Community dividend
Co-operative Congress
Co-operative Party
Co-operative Press

Co-operative Group (CWS) Ltd
Co-operative Union

CRS

CRTG

CWsS

Director

Financial Controller

ICOM

IGD

Individual dividend

ISA

KCPI

KSPI

Management Executive (or
Executive Management team)
Member

Member Relations Officers (MROs)
Membership records

RCC

RDA

ROCE

Rules

UKCC

Automated Teller Machine.

The Board of Directors.

Buy one get one free.

The Board of the Co-operative Union.

Chief Executive Officer.

Co-operative Insurance Society.

A policy development and campaigning body set up by the Co-operative Party as a secondary
Co-operative.

That part of the surplus spent supporting local community activities.

Annual gathering of UK co-operators (includes AGM of the Co-operative Union).

Political wing of the UK Co-operative Movement.

Publishers of Co-operative News, the official newspaper of the UK Co-operative Movement
(weekly paper).

The new name for the merged CWS and CRS.

The representative body of the consumer Co-operative Movement in the UK.

Co-operative Retail Services, now merged with CWS to form Co-operative Group (CWS) Ltd.
Co-operative Retail Trading Group. A food buying and marketing group operated by CWS on
behalf of itself and the majority of Co-operatives.

Co-operative Wholesale Society Ltd. Now Co-operative Group (CWS) Ltd.

A member who has been elected to serve on the Board of a Co-operative Society.

Head of Finance.

Industrial Common Ownership Movement.

Institute of Grocery Distribution.

That part of the surplus paid to members.

Individual Savings Account.

Key Commercial Performance Indicator.

Key Social Performance Indicator.

The top management team (not normally Directors).

A person who holds a share in a Co-operative Society.

Employees who interface most closely with members.

List of members.

Regional Co-operative Council.

Regional Development Agency.

Return on capital employed.

The rules approved by the members and registered with the Registrar of Friendly Societies.
United Kingdom Co-operative Council.
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