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06 May 2009 

 
 
Record results from a rejuvenated Co-operative Group  

 
Preliminary Results for The Co-operative Group 

 for the 52 weeks ended 10 January, 2009  
 

The Co-operative Group is the UK’s largest mutual retailer. It is the fifth largest 
food retailer, the third largest retail pharmacy chain, the number one provider of 
funeral services and the largest independent travel business. It also has strong 
market positions in banking and insurance. The Group employs 110,000 people, 
has 3 million members and around 4,900 retail outlets. 
 
As well as delivering on its financial and operational goals, The Co-operative 
Group aims to deliver on its social goals, playing an active part supporting local 
communities and the wider world. Today the Group is reporting on both of these 
areas.  
 
 
Highlights 
 

 Record results, with gross sales including VAT up 15 per cent, breaking 
through the £10bn barrier and operating profit before significant items up 
11 per cent to £393m 

 
 Acquisition of Somerfield completed, transforming our food business into a 

major fifth player in the UK grocery market   
 
 Merger between Co-operative Financial Services and Britannia Building 

Society  
   
 Launch of the biggest rebranding programme in UK corporate history 

 



 

 
 

 Food business turned in a strong trading performance. We have now 
reported 13 consecutive quarters of like-for-like sales growth 

 
o Market-beating sales increases driven by successful store refits, 

product re-launches and investments in service and price 
o Sales up 23.1 per cent to £4,527m 
o Like-for-like sales up by a market-beating 5 per cent (ex-fuel) 
o Food profit up 38.1 per cent to £219.1m. 
o Underlying profit has increased significantly by £37.2m (20.4 per 

cent) 
o First quarter ’09 like-for-like sales up by 6.5 per cent (ex-fuel), 

ahead of the market 
 

 Healthcare and Funeralcare both delivered strong sales and profit growth. 
Pharmacy sales rose 37.5 per cent to £744m and operating profit before 
significant items increased by 19 per cent to £37.8m. Funeralcare sales 
rose 17 per cent to £274m with operating profit before significant items up 
14 per cent at £39.2m 

 Following a serious challenge due to the Government’s attempts to claw 
back profit from the Healthcare business, underlying profit there has fallen 
13.7 per cent from £43.8m to £37.8m. 

 Dividend payments to customer members, up from £45m to £50m 
 
Financial and Operational Performance 
 

 Group sales before premiums ceded to reinsurers and net of VAT rose 
13.4 per cent to £9.4bn (£8.3bn) or £10.4bn gross (£9.1bn) 

 
 Group operating profit before significant items rose 11 per cent to £393m 

(£355m) 
 

 Profit before payments to and on behalf of members (the equivalent of 
pre-tax profits in a plc) rose 11 per cent to £218m (£196m)  

 
 Members’ funds rose 3.6 per cent to £3.9bn (£3.8bn) 

 
 More than 1,575 retail outlets  converted to the new brand concept  

 
     Net debt rose from £564m to £648m reflecting the investment in                          
refitting and rebranding our stores 
 

 
NB The Group’s statutory results for 2008 compare to the figures for 2007, which 
included 12 months of trading for The Co-operative Group and six months for the 
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former United Co-operatives. The underlying Trading Group figures compare with 
full 12 months in 2007 for both businesses. 
 
Social Goals 

 
 Contributed a total of £11.5m to the community in 2008, a 10 per cent 

increase on the previous year and equivalent to 9.9 per cent of our pre-tax 
profits 

 
 Launched  our new Food Ethical Policy, endorsed by more than 100,000 

members, which outlines our member-led commitment to maintain and 
strengthen our position as the UK’s leading responsible retailer 

 
 New Community Plan launched with focus on three themes: young 

people, international development and climate change. This has included: 
o Young People: Farm to Fork scheme offering visits to the Group’s 

own farms, providing hands-on experience for children showing 
how their food is grown; visits for children to our Waste Works 
education project. To date 15,000 children have benefitted. 

o International Development: We became the first major retailer to 
convert all our own-brand hot beverages to Fairtrade; the first 
supermarket to stock Palestinian Fairtrade olive oil 

o Climate Change: 150 schools now receiving green energy, 65 per 
cent reduction in plastic bag usage,15 per cent packaging reduction 
target will be met by end of ’09  

 Co-operative Bank unveiled an updated Ethical Policy and made a 
number of new commitments on human rights, climate change and animal 
welfare 

 
 Co-operative Travel became the first High Street travel agent to introduce 

its own Ethical Strategy 
 
 
 
Peter Marks, Chief Executive, said: 
 
“These are record results from a rejuvenated Co-operative Group. The last year 
has seen us significantly improve sales and profitability while also laying solid 
foundations for the reinvigoration and renaissance of the wider co-operative 
movement with the acquisition of Somerfield and the agreement to merge our 
Financial Services business with the Britannia Building Society. 
 
“At a time when the economy is struggling and many business models are 
coming under intense pressure we truly believe that The Co-operative Group is 
coming into its own. The events of the past year have built on the successful 
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merger in 2007 of The Co-operative Group and United Co-operatives and our 
continued strong trading clearly demonstrates the benefits of that merger. 
 
“In the Trading Group, our food business has gone from strength to strength, 
driven by successful store refits, product re-launches and improvements to 
service levels and pricing. The deal to buy Somerfield will transform that 
business, making The Co-operative the fifth major player in the grocery market 
and ensuring we can offer our customers great choice and value in community 
stores. 
 
“The merger of CFS and the Britannia will result in the creation of a financial 
‘super mutual ’which will provide an even stronger ethical alternative to the many 
discredited financial institutions which have become embroiled in the credit 
crunch. 
 
“While the economic outlook clearly remains difficult, we believe that The Co-
operative Group is in a strong position. Our focus on financial success combined 
with social responsibility is more attractive than ever before and we believe 2009 
is going to be another successful and exciting year for the Group.” 
 
 
Enquiries: 
 
The Co-operative Group 
Martin Henderson                                                    07770 925959 
 
Tulchan 
Susanna Voyle 
Lucy Legh                                                                 020-7353-4200 
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Overview 
 
The underlying performance of the combined Group in 2008 shows that we have 
continued to go from strength to strength – delivering on the promise of the 
merger in July 2007 of The Co-operative Group and United Co-operatives. We 
have made fantastic progress over the past 18 months, due to the efforts of 
thousands of our people in stores and branches throughout the country. The deal 
to buy Somerfield and the forthcoming merger between Co-operative Financial 
Services and the Britannia Building Society have capped what has been a truly 
extraordinary and transformative period for the Group. 
 
From a financial perspective, we are able to report significantly improved sales 
and profits and a strong balance sheet. Gross sales passed the £10bn mark for 
the first time, reaching £10.4bn – up from £9.1bn in 2007. Group revenue before 
reinsurance premiums was £9.4bn, against £8.3bn. Trading Group revenue 
increased by 18.7 per cent or £1.2bn to £7.5bn.  
 
Group operating profit rose by 59.7 per cent to £275.4m, an increase of £103m. 
Within the Trading Group, headline operating profit before significant items rose 
20.5 per cent to £273.8m. Underlying trading profit (adjusting for the impact of 
the merger, stripping out property disposals, investment property valuation 
changes and the volatile non cash element of pensions costs) was up 20.1 per 
cent at £266m.  
 
The Co-operative Financial Services operating profit before significant items was 
£148.7m compared with £151.5m in 2007. Shareholder profit before short-term 
fluctuations, significant items and the Financial Services Compensation Scheme 
(FSCS) Levy was £147.0m compared with £155.4m in the previous year. 
 
The banking business recorded a significant increase in operating profit before 
significant items of £24.7m (49 per cent) with Retail banking seeing strong sales 
performance, which has been supported by the development of award-winning 
and market-leading products. Customer deposits have grown by 20 per cent in 
2008. The General Insurance business achieved a profit of £8.4m despite 
investment losses in the turbulent market conditions. Earned premiums were 
lower than last year reflecting the move to a lower risk profile and resulting lower 
average premiums. 
 
 
Trading Group borrowings increased to £648m (£564m), reflecting our 
investment in the largest rebranding programme in UK retailing history and 
additional payments associated with the Somerfield acquisition. This resulted in a 
net debt to earnings ratio of 1.3, compared to 1.2 in 2007. During the course of 
the year members’ funds rose by 3.6 per cent to £3.9bn. 
 
 

 5



 

Trading Group 
 
The Co-operative Food 
 
The success of our Food business has continued with another strong year. 
Turnover in the business rose by 23 per cent to £4.5bn, boosted by like-for-like 
sales growth of 5 per cent. This represented a 0.5 per cent out performance of 
the IGD Index, the industry benchmark. We have now reported 13 consecutive 
quarters of like-for-like sales growth in a fiercely competitive market place. 
Operating profits before significant items were 38 per cent higher at £219m.  
 
The brand relaunch had an important part to play in the continued revitalisation of 
Food in 2008, with more than 700 of our stores refitted. Rebranded stores, on 
average, generated sales increases of 13 per cent. The rebranding programme 
was supplemented by a drive to re-launch more products and improve service 
levels and our price competitiveness. We launched The Co-operative Bakery, 
which ensures that all our freshly baked bread has The Co-operative stamp of 
approval on it. We also re-launched and increased the availability of our “Simply 
Value” range which is more important than ever before in the current economic 
climate. At the other end of the spectrum, our “Truly Irresistible” range has also 
done extremely well, with sales increasing by 40 per cent year-on-year, reflecting 
consumer confidence in the quality of our brand, as people are choosing to shop 
locally and dine at home rather than eat out. Top-selling Truly Irresistible 
products included Elmwood British Free Range Chicken, Freedom Food British 
Wiltshire Cured Ham, speciality tomatoes and speciality breads, such as 
Balsamic Vinegar & Roast Garlic Flatbread.   
 
In 2008, Fairtrade sales in our stores also increased by 40 per cent, thanks 
largely to our pioneering work on own-brand Fairtrade products, which allows our 
customers to continue to make an ethical choice during difficult times.  During the 
year, we were the first to market with own-brand Fairtrade fruit smoothie drinks 
and we launched the first Fairtrade sparkling wine, as well a Fairtrade Palestinian 
olive oil - the first Fairtrade product to come out of Palestine. 
 
Our vision for the future is to be the UK’s favourite and best community retailer. 
The acquisition of Somerfield, agreed during the year and completed after year-
end, is an important step in this regard. The deal transforms The Co-operative 
Group into the fifth major player in the UK grocery market and means we can 
offer our customers a real alternative to the Big Four supermarkets with great 
choice and value in community stores.  
 
The Co-operative Pharmacy 
 
Our healthcare business has delivered a creditable result following a serious 
challenge due to the Government’s move to reduce the amount of 
reimbursement to pharmacies from prescriptions. Turnover increased by 37.5 per 
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cent, from £541m to £744m in the year. Operating profit before significant items 
of £37.8m was up 19.3 per cent from £31.7m. The business has also embraced 
the new brand with 628 branches now rebranded, including 210 full refits 
showing a 5 per cent increase in prescription numbers compared to unbranded 
stores.  
 
Other positive news for 2008 includes the increase of the business’ customer 
rating to a record high of 81 per cent and an increase of membership 
transactions of 40 per cent year-on-year. The year has also focused on the 
building and fit out of the new Co-operative Pharmacy National Distribution 
Centre (NDC). The NDC will be able to service all 800 of our pharmacies with the 
key fast moving products, offering an industry leading level of customer service 
from Europe’s most advanced pharmaceutical distribution centre. 
 
The Co-operative Funeralcare 
 
Following two years of heavy investment and reorganisation, 2008 was a very 
successful year for Funeralcare, reflected in the 17 per cent increase in sales, 
from £234m to £274m. Operating profit before significant items for the year was 
£39.2m compared to £34.4m in the previous year. 
 
During 2008, £11.9m was invested in Funeralcare’s fleet of vehicles and £5.1m 
in the funeral home network, including the rebranding of 214 branches, the 
acquisition of Bernard Nicholson Funeral Directors in Thirsk and the opening of 
eight new funeral homes in Tillicoultry, Haxby, Mastrick, Inverkeithing, 
Craiglockhart, Windsor, Musselburgh and Barkingside. A further four funeral 
homes are being integrated into the business following the merger with Lothian 
Borders and Angus Co-operative Society.  
 
In spite of a hugely successful 2008, the business plan for 2009 is no less 
ambitious in its aims and objectives as the business seeks to build on its 
achievements and continue in its goal of becoming the UK’s funeral provider of 
choice.  
 
 
Specialist Retail 
 
Our Specialist Retail businesses include travel, legal services and end-of-life 
planning businesses. The Co-operative Travel business performed exceptionally 
well during 2008, with a record 20.7 per cent rise in turnover, up from £217m to 
£262m. The business turned an operating loss before significant items of £2.1m 
into a profit of £5.3m. Our online sales have grown significantly since the 
introduction of a new state-of-the-art website in December, with an increase of 
more than 250 per cent in the final weeks of January, as compared to 2008. Our 
Legal Services business continued to develop during the year and delivered a 
good performance with an operating profit before significant items of £1.7m, 
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which was consistent with the previous year. End of Life Planning turned in a 
record operating profit of £1.9m and we are confident of further growth for the 
business in 2009. 
 
Other businesses 
 
The remaining businesses in the Group – Estates, Farms, E-Store, Clothing, 
Services and Motors - all performed well in the period. Estates turned in a trading 
profit of £20m, whilst our Farms business delivered a record profit of £5.7m. 
Sunwin Motor Group achieved a creditable profit of £0.1m, versus a prior year 
loss of £1.7m, whilst Sunwin Services Group delivered an operating profit of 
£0.7m, an increase of 31 per cent on last year. Our online Electricals business 
more than doubled its sales to £54m and Clothing made a small loss of £0.2m, 
but a number of new appointments in the management team will help facilitate 
the growth of the business in the coming years.    
 
 
 
Social Goals 
 
During 2008 and early 2009, our approach to sustainable development has been 
guided by a series of extensive and crucial member consultation exercises. In 
response, at the start of 2008, we launched our new Community plan to focus 
our community and campaigns activities on three themes: young people, 
international development and climate change. 
 
Climate change is the primary issue in our commitment to environmental 
sustainability and we are one of the world’s largest purchasers of renewable 
energy. International development continues to be a key focus of our business. In 
2008, we became the first major retailer to convert all of our own-brand hot 
beverages to Fairtrade. This commitment to international development continues 
to resonate with our customers - in 2008 Fairtrade sales in our stores increased 
by 44 per cent. 
 
Our engagement with young people continued during 2008, as demonstrated by 
our award winning From Farm to Fork scheme which has now expanded to 
become a national scheme. We anticipate that more than 20,000 children will 
visit one of our farms in 2009. 
 
At the start of 2009, The Co-operative Bank unveiled an updated, radical Ethical 
Policy and made a number of new commitments on human rights, climate 
change and animal welfare. There was significant media focus on animal welfare 
issues in 2008, and our Food Ethical Policy consultation highlighted members’ 
interest in this area. Following the launch of this policy, pioneering initiatives have 
included switching all our own-brand Truly Irresistible Pork range to RSPCA 
Freedom Food-accredited meat.  

 8



 

 
The Co-operative Travel set the agenda for the holiday industry by being the first 
high street travel agent to introduce its own Ethical Strategy. The radical new 
strategy supports the principles of sustainable and responsible tourism. 
 
From 2009, increased focus will be placed on campaigning activity. In line with 
our leadership position on climate change, we will oppose the exploration of toxic 
fuels, we will support marine reserves and have launched Plan Bee, a campaign 
to help reverse the worrying decline in the British bee population.  
 
We are proud of our achievements so far. During 2008, we won the Management 
Award at the 2008 European Business Awards for The Environment; Business in 
the Community awarded us the International Climate Change Award and The 
Grocer awarded us the Green Retailer of the Year award. We were also ranked 
the UK’s most ethical brand for the second year running.  
 
Somerfield 
 
The deal to acquire Somerfield was completed after the year-end. The combined 
Food business will have 2,900 stores throughout the UK with an annual turnover 
of more than £7bn. Crucially it means we are better placed than ever before to 
offer our customers a real alternative to the Big Four supermarkets, with great 
choice and value in community stores.  We are now firmly placed as the fifth 
major player in the UK grocery market. 
 
After working with the Office of Fair Trading we are selling 133 stores. There has 
been a lot of work behind the scenes and we aim to rebrand 200 Somerfield 
stores to The Co-operative by the end of the year. The full integration of the two 
businesses is expected to take two years and will deliver projected annualised 
savings to the Group of around £200m, much of which will be re invested in lower 
prices to customers. 
 
Outlook 
 
Our markets remain intensely competitive and the outlook for the consumer 
economy remains uncertain, with very limited visibility. However we are confident 
we are well placed to make continued progress in the new financial year. In our 
core food business the momentum generated during 2008 has continued into 
2009 with excellent LFL sales in the first three months. We expect this to 
continue throughout the year, boosted by our rebranding programme and the 
plan to invest in price after completing the deal to buy Somerfield. 
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