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case studies…….
I’ve written many papers over the years, few of which see the light of day through
publication, so I’m putting together a few of them in an informal series, and
publishing them on my website.
They cover a range of subjects that I hope will be of interest.
Some are of historical interest, some are topics for discussion.
Some have already been published somewhere, in whole or in part.
Most haven’t made it.
Having put in so much thought and effort, seeing them lie in a digital vault
somewhere on my laptop seems like a waste – hence this small-scale publication
effort.
All are free to download from my website at:http://www.alex-bird.com/download-publications/
Hope you find them of interest.
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Preamble: The Challenge and the Context
A National Co-operative Development Strategy is about more than just how any
Development Agencies will operate in the future; it is about the context that will
lead to the growth and development of the Co-operative sector.
This paper is an attempt to look at the bigger picture of what is needed to bring that
about. It is naturally very personal, in some bits controversial, and it leaps around
the subject in a disjointed way.
I do not expect every bit of it to be accepted by everyone. It is intended to stimulate
thought rather than have the answer to everything. But we do need to honest and
critical about the movement in the UK.
We’ve been great at some things, but where oh where are the worker co-ops and
financial co-ops. Our movement is very lop-sided and we need to address that.
Where are we now?
The co-operative movement in the UK is in a state of flux. The impact of the
economic crisis in the UK is affecting the way people organise social solidarity The
changes and downsizing within the Co-operative Group has affected not just the
funding available to support co-op development, but adverse publicity has
downgraded the co-operative brand in many people’s minds.
There have been cuts of 37% in Local Government budgets since 2010. As a result
more and more services previously provided by the State are either failing and
closing, or being taken on by mutual/co-operative organisations. This is proving a
fundamental shift in people’s perceptions of what a co-operative is and can do. The
rapid growth since 2008 year on year of community share issues highlights a rebirth
of mutuality and this phenomenon is growing right across Europe. Moreover in many
countries, non-profit services in France and other countries are being moved into the
expanding social co-operative sector.
Co-operative Development is a complex set of challenges. It is more than a network
of support to new and growing co-op businesses. It is about creating a climate and a
culture for co-operative birth and growth, as well as supplying the tools to support
that growth.
Some observations about the challenge are worth highlighting upfront:1. We should look to Europe and America to try to unpick the reasons for the

paucity of worker co-ops in the UK. Whilst we have some large and
successful employee ownerships, the pure co-operative model is not
succeeding here, whereas in Spain, 25% of all new jobs created last year
were in worker co-ops.

3. There are transformative methods in Italy and Japan for developing both
social and solidarity co-operatives that could be equally successful here.
The clustering of co-ops and a mutual aid culture could be harnessed by
deploying the Italian ‘strawberry patch’ system so well developed for
social co-operatives there that now number over 14,000, and which have
created over 350,000 jobs.
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4. Finance is an essential tool, and needs to be at the core of any
development strategy. The money of co-operative members is mostly
deposited in capitalist organisations. We need to look at how to bring it
back into the movement. Capturing our own money was a lesson learned
by the Rochdale Pioneers and by José María Arizmendiarrieta at
Mondragon. We need to look at how this can be replicated here. New
approaches and updated traditional methods are key.
5. With increasing devolution and the policy interest in City-regions and
growing local government interest in Co-operative city ideas, a more
distributed networks model is crucial for a national strategy to be
responsive and proactive to these trends. However the retail/consumer
co-operative movement has moved from a federal structure to a
centralised corporate structure over the last 50 years. There is a strategic
need to examine what could be gained for the movement by reversing this
trend to centralise and how to do this most effectively. Examples and best
practice outside the UK need to be examined.
6. Recently there's been a consolidation of some regional social enterprise
networks into Social Enterprise UK, in recognition that they're struggling
to continue to offer a meaningful service after the removal of the RDAs.
Interestingly, it was Co-operatives UK, which formed the first regional
responses to RDAs by forming the Regional Co-op Councils, which acted as
a subsequent delivery template for the Co-operative Enterprise Hub.
The recently formed Development Co-operative as a consortium of local
CDBs also indicates possible way forward to deliver a UK wide service
through a federal advice structure.
7. New methods for delivery of advice that can move from self-help efforts
to dynamic self-help and mutual aid systems need to be considered. These
include “Seeing is Believing” visits, action learning, peer-to-peer
knowledge transfer and mutual aid networks at regional level. One of the
strengths of the existing CDBs, and also of many co-op advice systems
elsewhere is the use of “barefoot co-operators” – those who have been
and done it – in conjunction with specialist professional business advisers.
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The Policy Context
History
The co-operative model used in the UK differs significantly from those used in
other jurisdictions. It is partly set by history, partly by legislation.
In the UK our preferred model is the Society, rather than the Company. These
were especially created in 1856/62 by the Industrial Society Acts promoted by
Edward Neale. They were designed for consumer co-operatives, rather than
worker co-operatives, and introduced the concept of common ownership. Since
then the majority of co-operative societies have been consumer owned societies,
and the UK has a paucity of worker co-operatives when compared with other
countries.
The growth of the consumer movement in the UK has been strong, and at one
time included a considerable amount of industrial production, although still
within a consumer owned setting.
The major growth in employee owned businesses has been on the John Lewis
partnership model, which was established in 1929 2. This has been partly
encouraged by tax advantages granted to ESOPs, AESOPs and now SIPs and EMIs.
Consumer Co-ops
Whilst the combined consumer co-operative societies at one point were the UK’s
largest grocer, and have subsequently dropped down the league table, they are
still the fifth largest grocer in the UK and the world’s largest retail co-operative.
However their funding model now relies almost entirely on non-member funds,
and they are more vulnerable to market forces as a result. This is still a
considerable achievement on which the UK movement can build.
Worker Co-ops
We have a paucity of worker co-ops in the UK. The largest true worker co-op in
the UK is SUMA Wholefoods with around 150 employees. For comparison the
Mondragon co-operatives in Spain employ around 85,000 people in 110
co-operatives.
The John Lewis model of a quasi co-operative using a complex company and trust
model gives the benefit of equity ownership to the workforce without any real or
direct control or actual ownership of he capital, and provides a very effective
equity lock. This alone employs over 90,000 people, more than the entire worker
co-operative sector in the UK.
Co-operative Consortia
These are a form of co-operative with corporate businesses as members, rather
than individuals. They enable a larger market presence and commensurately
larger buying and selling power, and can also provide specific services to their
members such as back office or technical services.

2

http://www.johnlewispartnership.co.uk/about/our-history/our-history-text-version.html
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There are 89 co-operative consortia trading in the UK and they are found in the
fishing, food, artisan, creative industry, tourism, market trading, health and care,
education and research sectors. 3
The largest have turnovers exceeding £0.5billion p.a. and are an important
component of the UK economy.
Delivering Public Service via co-ops
As covered on later pages, there is huge opportunity to develop a co-operative
model of public service delivery based largely on the Italian model.
The NHS started as the Tredegar Medical Aid Society in 1890, 4 and Aneurin
Bevan, the local MP, on launching the NHS in 1948 described the process as the
“Tredegarisation” of Britain. Thus, a return to a mutual model for any form of
public service is not that radical.
However, one of the major constraints to the expansion of co-operatives into the
public service area is the lack of an asset lock for co-operatives. This is currently
only available for Community Benefit Societies (BenComs aka Mutuals).
Government at all levels will rightly always be cautious about an asset transfer
from any part of the public realm to another body. This is appropriate in order to
ensure that assets built up in the public sector should not fall into private hands
other than by transfer at full market value.
It is appropriate for many forms of co-operative not to have an asset lock – those
that have built their own asset base such as worker or consumer co-operatives
should be able to dispose of it as they wish.
However, at present only BenComs can have this lock. This means that any assets
transferred have to be managed under this governance system that prevents the
payment of any form of dividend (“divi”) based on workers performance or
consumers participation. This removes an otherwise useful and effective
incentive to full member participation and the economies and efficiencies that
can produce (aka “the John Lewis effect”). A change to legislation that allowed
for a model of co-operative with an asset lock that prevented the disposal of
assets transferred from the public sector but allowed participation in the
day-to-day profits would be beneficial to the expansion of this potential
co-operative sector.
Housing co-operatives could in many cases also benefit from an asset lock to
prevent “carpet-bagging” by current members of the assets built up by previous
generations. This is particularly important in fully mutual housing co-ops, be they
funded by members own funds, loans, mortgages or through social housing
funds.
Recognising that Co-operatives UK does not have the power to change this, I
would nonetheless welcome a vigorous campaign to change the law.

3
4

Co-operatives UK (2009) Trading for Mutual Benefit – a Guide to Co-operative Consortia.
http://en.wikipedia.org/wiki/Tredegar_Medical_Aid_Society
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Thoughts
Whilst the law has been updated in recent years, we now need a radical overhaul
to introduce best practice from other countries. This must be aimed at creating
the climate for growth of all co-ops, but prioritising worker co-ops where we
have never succeeded to stimulate growth in the UK, and consortium co-ops.
These are a dominant force, particularly in agriculture in many other countries.
We need to work out what is needed to kick-start the sort of growth we see
elsewhere in the world and lobby the next government for it. This must include
an asset lock option for Co-operative Societies to enable any asset transfer from
Government to be made with confidence it won’t be hived off to the private
sector. If we cannot secure this, then public services will continue to be
vulnerable to privatisation in the conventional sense.
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Whys so few worker co-ops - Have we got the Co-op Model right in
the UK?
Common vs Collective Ownership
UK Society law allows the creation of accrued equity to be held in common
ownership. It does this simply and neatly because all share capital in a Society is
at “par value” rather than the “joint stock” holding within the company model.
Therefore, unless arrangements are made otherwise, all equity created through
re-invested profits ends up in common ownership, rather than being the property
of the shareholders. Thus a new Society may be 100% member owned at launch,
but after successful trading for a period, an increasing proportion moves into
common ownership.
Whilst this works well for co-operatives that members conceive as being “for the
greater good”, it does not sit well with most people wishing to become worker
co-operators, who see it as a joint enterprise rather than a quasi social/public
project. This is particularly important when considering “sweat equity”, which
when donated by consumer co-operators is usually seen as a gift to the common
good, but for worker co-operators is often done with an unspoken understanding
that they’ll get the benefit of it somehow at some point in the future. Specific
arrangements can be made to quantify and monetise this “sweat equity”, but my
experience is that this is rarely done, and when they realise this is not the case
the workers can feel cheated.
However, whilst this common ownership operates for the co-op’s capital (and so
only actually operates on liquidation or merger) it does not apply to revenue (i.e.
profits).
The result is that we in the UK have a theoretical amassing of common wealth
that we can’t see or access on a day-to-day basis, but no building of development
or loan funds on a day-to-day basis.
Is it really a co-op if the staff aren’t involved?
The John Lewis effect is often talked about. Their staff are noticeably more
engaged with the customers than in other (including most Co-operative) stores.
In some countries a strongly held view is that without worker ownership a co-op
isn’t a co-op. At Mondragon for example, they don’t recognise the ownership
model of Co-operative Group as a co-op.
In a practical sense, worker ownership makes sense as it is proven to improve
engagement and productivity, but isn’t it also an appropriate form of democracy.
Shouldn’t we work towards multi-stakeholder ownership more actively.
Thoughts
We should consider abandoning common ownership of capital as the preferred
option for worker co-ops, and market them as a form of democratic partnership
business.
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Should Co-operatives UK also impose a profit sharing regime for all co-ops as a
condition of membership? This would provide commonly owned funds in the
short term, and would build over time to a strategically large resource.
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Rebuilding the Co-op Brand to make it a popular choice for start-ups
When people consider a business, how and why do they decide to form a co-op
(or not)?
Despite the recession, people are still starting up businesses. Most are finding
some sort of assistance, but all are making a choice as to what form of business
to form, whether ell advised/informed or not.
We need to look at these choices points, and analyse why they go for a
conventional commercial business option such as a company or partnership, and
why they otherwise choose a CIC or social enterprise. We need to position co-ops
as a model of choice.
To do that we have to make it seem a choice that’s good for the start-up
entrepreneur(s) and not just a choice that’s good for others.
A salary cap for co-ops?
The co-op model has been reduced in value in the minds of many in the UK
following the difficulties in the Co-operative Group and the Bank. We need to
reinforce the brand, and in particular emphasise its difference, its putting people
before profit.
To do so, do we need to promote a salary cap for co-ops?
Principle 3 states:- “Members usually receive limited compensation, if any, on
capital subscribed as a condition of membership.” Whilst this doesn’t directly
cover salaries this idea of a limit on compensation does not fit well with salary
ratios such as Euan Sutherlands 330:1 during his 10 month stay as CEO at
Co-operative Group.
Rochdale Pioneers
Whilst they foresaw the mission of co-operatives as being partly to enable
consumers to escape the exploitation of the owners of the retail industry, they
also saw income equality as part of the co-op mission “by this means giving him a
chance of participating in the profits of his own labour, and removing it farther
out of the reach of men with a little capital to realise princely fortunes out of the
energy and industry of the people”.5
Spain - Mondragon
Mondragon operates its own co-operative principles:1.
2.
3.
4.
5.
6.
7.
8.
5

Open Admission
Democratic Organization
Sovereignty of Labour
Instrumental and Subordinate Nature of Capital
Participatory Management
Wage Solidarity
INTERCO-OPERATION
Social Transformation

Rochdale Co-operators Almanac 1860 http://gerald-massey.org.uk/holyoake/c_rochdale_3.htm
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9. Universality
10. Education
Whilst these are not radically different to the ICA Principles, they do include an
important addition of “Wage Solidarity”. They share the incomes equitably. The
top salary ratio is capped in most of the co-ops at 6:1 (Top Pay: Lowest Pay),
although this is stretched in some of the larger co-ops to 8:1 6 to try to reduce
the poaching of top management by other businesses. This compares to the FTSE
100 average of 143:1 (Top Pay: Average Pay) 7 which has tripled since 1998.
Switzerland
Capping salaries is already a very popular policy here amongst the general public.
Over a third of the normally conservative Swiss voters supported an overall salary
cap of 12:1 (Top Pay: Lowest Pay), for all businesses in Switzerland on Nov 23rd
2014. 8 The campaign was backed by the Swiss TUC and other social
organisations.
Others
The US Church Investor’s Group recommends that the ratio between the Chief
Executive and the average pay of the lowest 10% of employees should never be
higher than 75:1 (Top Pay: Lowest 10% Pay),
A much smaller ratio has been adopted by the GLA, which has committed itself to
a ratio of 20:1 (Top Pay: Lowest Pay) – with a long-term goal of making this even
smaller at 10:1 (Top Pay: Lowest Pay).
The banker JP Morgan is quoted as saying that no one at the top of a company
should earn more than 20 times those at the bottom. 9
United Kingdom
In the UK, recent years have seen top salaries take off, and are now amongst the
highest in the world. This is in part due to reductions in the top rate of tax.
UK top rate of Income Tax 10
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£240k
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6

Some reports set this as high as 15:1 on occasions in the past, but this is officially denied, and is not
current practice
7
http://highpaycentre.org/blog/ftse-100-bosses-now-paid-an-average-143-times-as-much-as-theiremployees NB this is a different ratio basis to that used at Mondragon, and gives a lower figure.
8
http://www.theguardian.com/world/2013/nov/24/switzerland-votes-against-cap-executive-pay
9
http://www.ethicalconsumer.org/commentanalysis/ethicaleconomics/payratios.aspx
10
Data from Wikipedia
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As the chart shows, it was not until 1979 that the top rate fell below 75%, and
stayed at 60% for the first 9 years of the Thatcher government. Without this tax
rate reduction there is no point in high rates of pay for so called “top people”.
The UK TUC has campaigned in recent years for a salary ratio of 20:1 (Top Pay:
Lowest Pay), but so far with no success.
A greater emphasis on member benefits
Current policy suggestions coming out of the FCA for consultation would put the
current business model of Co-operative Group outside of the co-operative model
as it provides an identical service to members and non-members alike.
Whilst we need to resist something so restrictive, and indeed already have in
responses to the FCA consultation, we still need to consider the element of
member benefit.
In worker co-ops this is usually self evident – the member benefit is a decent job.
That may be about pay and conditions, and it may also be about non-exploitation
of people and the planet.
In consumer co-ops it may be less clear. Most smaller retail co-ops offer clear
benefits to members in order to encourage customers to join up, but even so
they are not always very large. The dividend is typically a lot less than the bonus
paid out by John Lewis to its staff 11.
Additionally, the fee to join is often so small that the potential member feels no
real engagement. We should remember that on correcting for the Retail Prices
Index, the Rochdale Pioneers demanded £110 each for members to join 12
Thoughts
Co-ops need to be seen as not for excessive profit, but a fair return. That means
fair wages and a decent return to members in the form of dividend and/or bonus.
Member engagement needs to be better, and a real investment in a co-op,
coupled with a good return, would assist this.
A salary cap for all co-ops of 12:1 (Top Pay: Lowest Pay), would re-establish
co-ops in the public’s mind as a different and better form of business.
Whilst some individuals would leave the movement, I personally doubt the
motivation of those who can’t scape by on £250,000 p.a.

11
12

15.9% average over last 10 years http://en.wikipedia.org/wiki/John_Lewis_Partnership
http://safalra.com/other/historical-uk-inflation-price-conversion/
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Building funds through Profit sharing
Other jurisdictions
Many European countries, notably France, Italy and Spain have specific
co-operative legislation which place responsibilities on co-operatives to put a
proportion of profits to a common fund, and also grants tax advantages to them
in exchange.
Italy
One example would be the Italian Social Co-operatives, which are governed by a
law passed in 1991.
“The law regarding social cooperatives gave impetus to their expansion. What are
the salient provisions of this law? Several have already been referred to: first of
all, re-orienting the purpose of the co-operative, from mutual benefit for
members to primary benefit to the local community. The law further clarifies two
basic forms:
(a)
(b)

social service, in the areas of health care, care of the elderly, and
education; and
the creation of employment for certain disadvantaged groups: namely,
physical or mental invalids, present or former psychiatric patients, drug
addicts, alcoholics, young workers from troubled families, and criminals
subject to alternatives to detention.

In addition, the law regulates and restricts the role of volunteers, who must
comprise less than 50% of the workforce, whose work should be only
complementary to that of paid workers, and who may be reimbursed only pocket
expenses (although they do receive health insurance).
Employment standards and benefits are basically those of the Italian state, but
with certain advantages to the cooperatives. For handicapped members, the
cooperative need not make welfare contributions to the state, and it may also
compensate them at lower than standard pay rates (which are now conformed to
those of the European Union), presumably based on their lower productivity.
Social cooperatives also receive a 25% reduction on land and mortgage taxes.
Beyond these regulations at the national level, governance of the individual social
cooperative or of the regional consortia which link them together is
disaggregated to the provinces and regions. Thus the regulation of work intended
to benefit local communities is handled on a local or more nearly local level. Also
foreseen in the 1991 law, and significant in the growth of the social cooperatives,
has been the linkage to organs of government which in effect have been the
cooperatives’ leading customers. This connection holds for both the social service
and the employment cooperatives. Government funding for programs contracted
with the cooperatives has been and is a major portion of their budgets. 13

13

Extracted from Italian Social Cooperatives, Wilda M. Vanek
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Spain
In Spain, the law applying to all co-operatives compels a proportion of
co-operative profits to be distributed to social causes, and Mondragon has its
own additional rules.
Mondragon
They share the good times. They have established a common development fund
from which member co-ops can draw finance for start-up or growth. Every co-op
commits at least 10% of profits to this.
They also share the hard times. To this day there are inter-co-op loans of both
cash and surplus workers via a system organised by the MCC centrally to support
any co-op that struggles. As a result very few have failed. Even during the
recession of the early 1980s when the Basque region lost 150,000 jobs, the MCC
created an additional 4,200 jobs. The final result - only 104 of its workers (0.6%)
ended up unemployed until the demise of Fagor Electrodomesticos, when
bankruptcy forced its sale, resulting in the loss of around half its jobs.
Distribution of profits at Mondragon
Every Mondragon co-operative, as MCC members, has to give 10% of its profits to
the MCC. This is essentially a pay-back for the support given on start-up and the
continuing services provided of labour solidarity and financial solidarity which
ensure stability when difficulties occur and labour is surplus and cash is
insufficient.14
Additionally Basque (and Spanish) co-operative law requires 20% of profits to be
given to social causes, and in exchange, co-operatives are charged a reduced rate
of Corporation Tax. In Mondragon, most of this 20% will be provided to local
projects within the MCC such as schools, the University, social care, etc.
Additionally some co-operatives may choose to give more than 20%.
As democratic structures, each co-operative decides each year on how to allocate
any remaining profits. This will be shared between the (capitalised) share
dividend and re-investment in the co-operative.
Bolivia
The Co-operative Law of 2001 is an excellent piece of legislation that was written
by co-operative experts; it sets the minimum number of members at five and
requires the government to give preference to co-operatives when awarding
contracts. After the failed coup in April 2002, President Chávez began to
emphasize co-operatives in a big way in order to transform property into
collective forms of ownership and management. He set up a national job-training
program, Mission Vuelvan Caras (“About Face”) that paid the minimum wage to
the unemployed while they learned basic occupational skills; the trainers taught
about co-operatives in every course, and they encouraged the graduates to form

14

However, it should be noted that this dividend is “capitalised”, i.e. it is added to the member’s share
account, which is not withdrawable until they leave or retire. This has the effect of giving them an
increasing share in the value of the co-op.
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one. Co-op registration was made free of charge, co-ops were exempted from
income tax, and micro-credit was made available to them.
A second reason that new cooperatives are being registered is that the vast
majority of poor and middle class Venezuelans have, at one time or another,
participated in a SAN, a BOLSA or a SUSU. These are three names for the same
thing, a system of trust whereby ten friends agree to each contribute a certain
amount weekly for ten weeks, and the total is given to one of the members in
rotation. This collective savings system helps poor families to be strict and selfdisciplined to “save” the money and not spend it, until they eventually receive a
large sum that they can then use to buy an expensive item they normally could
not afford. No contract is ever signed, and the organizer of the SAN is always the
last member to receive it. Millions of Venezuelans have participated in this
simple community cooperative venture, so they have a positive idea that
cooperatives can work even without financial support.
Thoughts
We need to reconsider when and where common ownership of the capital is
appropriate for worker co-operatives.
Currently we have rules that provide for co-ownership in worker co-op and
consortium co-operatives, but they are not at the forefront, and have been
looked down on in the past. We need to make this a clearer choice for those
starting co-operative businesses, and ensure that there is no stigma attached to
the co-ownership model. To facilitate this well, we need to develop a model
where each member’s shareholding represents not just their initial investment
but also the increase in value that they have contributed to.
To do this we may need to lobby for the introduction of a “joint stock” form of
Society with non-tradeable, withdrawable shares, so that members automatically
gain from the increased value of the co-operative over time. Alternatively we
could develop a model that shares some of the profits into the movement, and
then adds any remaining profit (the bonus) to the individual member’s
shareholding, so they have an increasing value to their shareholding that
represents the increase in value the have contributed to.
Whilst recognising this may not have the support of the overall UK movement,
who must be the final deciders, it is nonetheless worthy of debate.
We also need to introduce a system of common ownership of a proportion of
revenue, with all co-ops donating at least 5% of profits to a development
initiative plus a further 5% to a common loan fund.
This again is a radical move, but we need to remember that co-ops are self-help
organisations and cannot expect to be funded from the general population via
the Government. A total take of 10% to the movement is the same proportion as
the church once took as a tithe, and fits with the strong Methodist and Catholic
influences in the movement.
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We need to remember that if the Rochdale Pioneers had waited for a Government
grant before starting, we’d have no Co-operative Group today.
We need to capture our own money in a painless way, and use it to support the
movement. We can do this by investing in ourselves, and by sharing a part of our
profits once we make them.
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Raising finance from members or the public
Community shares issues have become very popular of late, but still raise
relatively small amounts of cash (£34 million in 2014) as they are only being
applied to small start-ups.
We need to look at raising money from members again. If the approx. 6 million
members of Co-operative Group contributed £110 each, its capital would be £660
million, which would almost halve its £1.4 billion debt, and so halve its £100
million plus interest charges. 15
The latest figures for total co-operative profits in the UK are not helpful as
Co-operative Group posted a loss last year, and the John Lewis Partnership (who
are unlikely to join in) dominate the worker owned profit figures. However,
combined UK co-operative profits are clearly in £100s millions, so 10% of
co-operative profits would produce £10s millions each year, if co-ops could be
persuaded to contribute.
In some other countries they have a sophisticated system of member and nonmember shares in their equivalent of co-op societies. Do we need to look again at
how equity funds are raised in a way that preserves member democracy but
allows easy investment?
Financial Intermediary
If we are to raise funds we need to put them somewhere. One possibility is within
Co-ops UK itself, but as member owned Co-operative Society itself that might
produce difficulties. Firstly if not all co-ops can be persuaded to contribute, then
democracy doesn’t match ownership of the fund. Secondly, the FCA view
expressed to me last autumn, is that investing in other co-ops is not a valid
reason for a co-op society to exist as this does not directly benefit its members,
and they would not register one as such.
Thoughts
We may need to consider some sort of PLC structure, or get a change in the law.

15

http://www.thenews.coop/90225/news/general/borrowing-member-capital-ideas-from-us-food-co-ops/
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The need for dedicated Loan and Investment Finance
There are a number of examples below of such schemes already in existence,
both in UK and elsewhere.
I’ve deliberately left out more obvious ones, such as Co-op and Community
Finance (ICOF), Unity Trust Bank, Black Country Reinvestment Society, Ecology
Building Society, Charity Bank, etc because they will be well known to readers.
Mondragon
The role of finance is key to the Mondragon methodology of business
development, and is to a large part the reason for their success. Mondragon
started in a dirt-poor area. When I first visited the Basque country in 1962 I was
horrified to find donkeys were still used as beasts of burden many people had no
electricity or proper sanitation and there were so few vehicles that petrol was
still pumped by hand. However, at Mondragon they developed a simple but
powerful set of actions to change their situation by harnessing what they had.
Capturing and locking in to the area what money people had through the creation
of a local co-operative bank, which was created in 1959, only 3 years after the
first co-op was established. This money was then invested and re-invested, again
and again in local people’s jobs not some project in another country which would
make more profit.
The co-ops they created linked together, investing in each other. Whilst 100%
worker ownership is their goal, they are pragmatic about other arrangements, as
long as there is a planned exit to worker ownership. In industrial production
co-ops the initial investment can now be as high as €300,000 per employee, so
the workers initial investment can be as low as 7% of funds required.
The current funds under management by the Laboral Kukta (the new name for
the Caja Laboral) is $7.5billion.
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In addition a proportion of the bank’s profits are passed to various projects,
including a development fund, and only 50% is distributed to the worker
members.
CLTs
To facilitate the development of Community Land Trusts, Community Finance
Solutions at the University of Salford set up national CLT training systems for
knowledge transfer and the linked CLT Fund. The latter is a tiered social
investment facilitation fund so that early stage specialist advice (one day),
feasibility studies, legal work, business plans, risk finance, construction finance
and longer term mortgage finance are systemically connected within a turnkey
development framework. More details are at http://www.cltfund.org.uk
The fund was originally capitalised at £2 million but it revolves and has recently
been recapitalised. Most of the capital is recyclable through the investment
system and returns to be reinvested again and again.
The Solidarity Funds in Quebec
It was 30 years ago that the bold builders of the Fonds de solidarité FTQ created
this unique institution! When Québec fell into a deep recession in the early
1980s, the Fédération des travailleurs et travailleuses du Québec (FTQ) felt
compelled to act. Emerging from a vision, the idea took root and became a
reality, and on March 3, 1983,the FTQ announced the creation of the Fonds de
solidarité des travailleurs du Québec (FTQ), a first in the annals of the labour
world.
Today, the Fonds has become one of the flagships of the Québec economy.
Currently managing net assets of $8.8 billion, it contributes in a sustainable
manner to Québec’s economic development. The Fonds relies on the strength of
a vast network of more than 2,200 partner companies across the province and on
the solidarity of nearly 600,000 shareholders-owners.
The Fonds de solidarité FTQ is focusing more than ever on the future. Having over
2,200 partner companies, it provides Québec entrepreneurs with patient capital
that helps them grow and offer quality jobs. The Fonds has developed a vast
investment network, now comprising 85 local funds, 16 regional funds and over
70 specialized funds across Québec.
With close to 600,000 shareholders, who benefit from additional tax savings of
30%, the Fonds fulfills another significant aspect of its mission: encourage
Quebeckers to save for retirement while responsibly contributing to Québec’s
economic development.
The Quebec Federation of Labour Solidarity Fund has become a major element in
the economic development of the Canadian province. A voluntary pension
scheme with over 550,000 shareholders and assets of approximately $4.6 billion
Canadian dollars, the Fund holds equity in some 1,900 small and medium-sized
enterprises that have created nearly 100,000 jobs over the last couple of years.
The success of the Fund is founded upon twin objectives. Its main goal is profit,
yet the Fund promotes workers’ rights and training and development for
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employees. It was the vision of Louis Laberge and other Quebec labour
movement activists saw the need for the creation of an alternative tool for
economic development and social progress. Over the last twenty years the Fund
has lived up to its pioneering role as a unique labour sponsored investment fund
laying the foundation for a new type of economic development based upon
human capital. Fernand Daoust, former president of the administrative council of
the Fund and now special counsellor to the president, explains the vision of the
unique organisation.
Background and Social Logic to the Fund 16
Montreal – The Solidarity Fund is a financial innovation in North America, and is
one of few similar institutions in the world. Created in 1983 by the Quebec
Federation of Labour, the Fund was born into a period of deep recession in
Quebec and Canada. “Full employment was a highly attractive prospect at the
time,” affirms Daoust. New ideas were needed, and the Quebec Federation of
Labour had a solution: A new investment fund sponsored by workers themselves
and with attractive tax rates for investors.
From the start, realities had to be tackled. “Firstly, there has to be a starting
point, a trade union open to such a project. Secondly, you need the will of the
authorities and the government. Thirdly, it is critical that those in control of
business and finance – those who, to a certain extent, hold the reins of the
country’s economy – do not kill off the idea before it has hatched.” In the end,
despite scepticism, the Fund received support of all the actors involved.
The Fund seeks profitability, but it is considered first and foremost a “capital for
development” fund, financial output representing only one part of the equation.
The Fund’s philosophy is founded upon a social logic which promotes the creation
and maintenance of jobs. “Our end goal is, without any doubt, profitability, but
beyond profitability, we seek the economic development of Quebec.”
In 2003, the Solidarity Fund had over half a million shareholders. From active
assets of $4.6 billion Canadian dollars: $2.6 billion were invested in 2,104
companies, to create, maintain or safeguard over 90,000 jobs in Quebec.
Although the Fund had initially been blamed for investing in controversial
companies, it is today respected as a financial institution which benefits not only
the shareholders and companies in which the Fund invests, but also the
population of Quebec and Canada as a whole.
Year

1985

1993

2003

2013

Number of
Shareholders

5,094

193,039

550,119

594,287

Number of
Partner
Companies

4

214

2,104

2,200

16

Updated information from the original publication:- Solidarity Fund - Labour-sponsored
Solidarity Funds in Quebec are generating jobs - World of Work, No.50, March 2004
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Net Assets of
the Fund

$14,306,000

$797,116,000

$4,620,181,000

$8,763,000,000

Source: Annual Report 2003, Solidarity Funds QFL, p3. (All funds in Canadian $)

Guiding principles of the Fund
The Solidarity Fund has four guiding principles:
•
•
•
•

to invest in suitable companies and provide them with services to create,
maintain and safeguard jobs;
to support the training of workers to allow them to increase their influence
on the economic development of Quebec;
to stimulate Quebec’s economy through strategic investments; and
to foster awareness and encourage workers to save for their retirement and
contribute to the development of the economy by purchasing Fund shares.

As a result, workers have a role beyond the execution of tasks. They gain an
insight into the operation of their company and its internal mechanisms, not only
in terms of the microeconomics of the enterprise, but also of the workplace, the
region and Quebec.
Beyond the four initial guiding principles, the Solidarity Fund knew it had to
develop other characteristics over its 20 year history – the reason for its success
today. The Responsables Locaux (Local Representatives) hold great pride in the
Fund.
“Voluntary workers are in charge of enrolling new members in their own
workplaces. They play an important part because they work directly on the
ground, at the centre of the companies. It’s these (Responsables Locaux) who
form the spine of the Solidarity Fund. Under the Fund, over 2,240 volunteers have
received training, attended courses, taken part in all the public actions of the
Fund (i.e. meetings) and have become, in their work environment, the experts, the
people who have a good knowledge of the operation of the Fund.”
The Fund does not make any investment in any company until it has a “social
assessment” of working practices there. “It requires a meticulous examination of
the operation of the enterprise with regard to: its employees, its style of
management, the employees’ profile, the working conditions, the working
relationships, the production, competition and respect for the principal policies of
the Federation of Labour, in particular as regards health and safety at work, and
environmental laws.”
Moreover, focusing much of their work on small and medium-sized enterprises,
the Fund set up regional structures which are – with the Responsables Locaux and
the social assessment – at the front line of operations. The Solidarity Fund has 17
regional Funds, which can invest between $50,000 to $2 million Canadian dollars;
86 local investment companies, which have the right to invest between $5,000
and $50,000 Canadian dollars; and 43 specialised funds (agro-business,
technologies, etc.) The table below provides some highlights from the 2003
Annual Report.
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Year

1999

2000

2001

2002

2003

2013

Number of Jobs Created,
Maintained or Preserved by
the Fund and its Partners

78,525

90,919

93,026

96,641

91,694

Number of Partner
Companies

1,404

1,617

1,829

2,112

2,104

Fair Value of Investment
Impacting on the Quebec
Economy ($millions)

$2,235

$2,571

$2,878.8

$2,768.6

$2,633.5

Rate of Return of the Fund
%

4.4%

8.6%

2.6%

(11.4%)

6.9%

Shareholder Contributions
($millions)

$480.8

$592.5

$782

$869.9

$724.7

2,200

2.6%

Source: Annual Report 2003, Solidarity Funds QFL, p9. (All funds in Canadian $)

By acting with transparency, the Solidarity Fund proposes a new way of managing
a sector of the economy, by founding a “participative economy” where all
members are important actors.
Further Information
Solidarity Funds QFL, Suite 200, 545 Cremazie Boulevard East, Montreal, Quebec
H2M 2W4, Canada, Tel: (514) 383 8383, Fax: (514) 383 2502 http://www.fondsftq.com/en/apropos/qui-sommes-nous.aspx

The Canadian Desjardins Group 17
Desjardins Group is an organisation of caisses populaires and caisses d'économie
(credit unions). The 572 Desjardins caisses in Québec and Ontario as at December
31, 2004 and their service centres are assembled under a single Federation: the
Fédération des caisses Desjardins du Québec.
The caisse populaire is a co-operative, the members of which are generally
people living in a given geographical sector, such as the same town or
neighbourhood. Most Québecers are members of the Desjardins caisse that is
closest to their home or workplace.
The credit union is also a co-operative, like the caisse populaire. However, in the
majority of cases, membership in a credit union is based on belonging to a certain
profession, or sharing a common workplace. For example, there is the Caisse
d'économie des Travailleurs unis (Montréal-Outaouais) and the Caisse
d'économie des employés de la CIP La Tuque.
Desjardins Capital régional et coopératif:

Desjardins Capital régional et coopératif is an investment fund established by the
Desjardins Group in 2001 to raise development capital for all regions of Québec.
One of its priorities is to meet the capital needs of co-operatives and to invest in
17

Information from an Explanatory Note produced by John Goodman, Head of Policy & the Regions,
Co-operatives UK, March 2009, as part of response to UK Government consultation: Review of the CITR and
third sector tax incentives, Feb 2007.
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the ‘resource’ (less-developed) regions of Québec. In the five years since it was
founded, assets have grown from $79m to $587m and the number of investors
from 35,000 to115,000. The total amount invested is now around $350m.
Shares can only be purchased by individuals and entitle the purchaser to a
Québec tax credit of 35% of the purchase amount. They have some tight
conditions:
•
•
•
•

Minimum amount of purchase is $500 and subsequent purchases in multiples
of $100, for a maximum of $2,500 per year.
Tax credit is non-refundable and with no carry-over from one year to another.
Shares are not transferable to another person.
Mandatory 7-year holding period.

By 31 December 2006 and In the course of each fiscal year thereafter, the
proportion of the Funds investments in eligible entities must represent, on the
average, at least 60 % of the average net assets of the Fund for the preceding
year, and at least 35 % of that percentage (i.e. 21% of the total) must be invested
in entities situated in the resource regions of Québec or in eligible co-operatives.
These 21% target was reached in 2005 and the 60% target will be reached during
2006.
An ‘eligible entity’ is:
•
•

an eligible co-operative; and
a partnership or a legal person actively operating an enterprise, the majority
of whose employees are resident in Québec and whose assets are less than
$100,000,000 or whose net equity is less than $50,000,000, other than an
eligible co-operative or a partnership or legal person whose activities consist
mainly in investing.

Click here for a copy of the Act constituting Capital régional et coopératif Desjardins

Mutual Guarantee Societies and Mutual Credit
Since 1990 an increasing number of European countries have supported the
development of mutual guarantee societies to assist sole traders to access lower
cost finance through mutual insurance. Such mutual risk pooling services have
not yet been introduced to the UK and unfortunately an early pioneer, the
National Association of Mutual Guarantee Societies, set up in England in the
1990s was forced to close down not because of any problems with the model
itself but because of a strict interpretation of insurance laws by the UK regulator
a generation ago. This was before mutual guarantee societies went on to become
ubiquitous in most of countries of the European Union over the past twenty
years.
More recent research by Co-operatives UK and discussions with the Financial
Conduct Authority has been encouraging about the potential for a fresh approach
to developing mutual guarantee societies.
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Other Jurisdictions
Mutual credit like WiR in Switzerland with over 65,000 members (one in four
small businesses nationally)
Ithaca hours in New York are successful forms of co-operative money.
There is another established model like WiR in Belgium.
Thoughts
We’ve never had a bank in the UK whose purpose is to support co-operative
development; we’ve only had a bank owned by a large consumer co-operative.
Experience abroad shows that pooling our common funds, even in poor
communities such as the Basque country in 1959, enabled large-scale
development to take off.
The funds of co-operative members are mostly invested elsewhere. We need to
bring them home somehow.
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Building a network of Business Advice
The history of the Co-operative Business Advice system over the last 40 years in
the UK is as below (much abbreviated)
•

1974 Labour Government

•

Bennite Co-operatives – Triumph Meriden etc.

•

1976 - Industrial Common Ownership Act – Government funding to ICOM,
ICOF and SCDC

•

CDA movement took off with Local Authority support – up to 60 CDAs at
peak - mostly small and local

•

1979 Conservative Government!

•

1980s - Steady state in CDB (CDA) activity. Many LAs continued to fund
CDBs despite Government funding squeeze

•

1990 - National CDA closed by Thatcher (it took her some time to find out
about it!)

•

Slow decline in CDB (CDA) activity continues as LA funding reduced
further

•

2000 - Millennium projects – big national projects created – none in
co-operative movement

•

2001 - Merger of ICOM and Co-op Union

•

Co-operatives UK took on role of policy development and some specialised
development – Local Food – Community Shares

•

2008 - Co-operative Enterprise Hub boosted support for co-operative
development and CDB movement

•

CDB movement grew in strength and confidence, but still disjointed
geographically

•

2010 - Conservatives “invent” Big Society

•

Government funds in England taken from RDAs – closed down

•

Funds diverted to LEPs and national projects – none in co-operative
movement

•

2011 - Conservatives invent “Public Sector Mutuals” – none delivered by
co-operative movement – none so far are really mutual

•

2014 – Creation of Development Co-operative Ltd, a consortium of CDBs
to pitch for larger contracts over wider areas, inc. all UK

It’s been rather disjointed so far, which is why Co-operatives UK is now
embarking on a strategic discussion to determine its policy for the future.
Clearly, whilst they are not necessarily best placed to deliver coordinated
business support itself, they will have a pivotal role in developing a coordinated
approach.
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Any approach needs to bring together all the existing players including the
generics like CDBs and Development Co-operative, together with the specialists
such as Plunkett, CCH, Supporters Direct, etc.
What is clear from the work so far of Development Co-operative, is that we have
a limited supply of experienced Development Workers as many have moved on or
retired as the support organisations have shrunk from their 1980s and 2008
peaks.
Thoughts
We need to build on what we’ve got – we are thin on the ground already.
We need to get organised, as we have been unable to influence the so-called
Public Service Mutuals programme, and have not got any of the work (and
money) from it so far.
A joined up service needs to reflect the reality of both a UK Government and
devolution.
Eire has no joined up co-operative business development either. Ireland is
divided by currency and religious differences, but united geographically and in
many cultural, civil society and social ways. We have no reason not to assist our
colleagues there.
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Co-operative Management and Development Training
What is clear from the work so far of Development Co-operative, is that we have
a limited supply of experienced Development Workers as many have moved on or
retired as the support organisations have shrunk from their 1980s and 2008
peaks.
We are thin on the ground, and mustn’t lose any more experienced people.
We need a training and personal development programme for Development
Workers. This needs to recruit experienced co-operators, as no amount of book
learning can replace practical experience. In the world of ordinary business, very
few successful entrepreneurs start with an MBA, most learn “on the job” and
gain qualifications along the way. We need to emulate that.
We also need to keep the faith. Conventional business and management training
doesn’t develop a co-operative way of business, but instead encourages a
competitive and greedy approach. We need our own Management School.
Thoughts
The Co-operative College is undergoing change. This could be an opportunity for
them. At Mondragon they have a management training centre (Otalora) and the
Mondragon University, both owned and run as co-ops. Between them they have
developed a training programme that gives practical business skills and develops
co-operative values and principles, and a co-operative attitude to business life.
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Overall Thoughts and Conclusions
•

We need to work out what is needed to kick-start the sort of growth we see
elsewhere in the world and lobby the next government for it. Whilst the law
has been updated in recent years, we now need a radical overhaul to
introduce best practice from other countries. This must be aimed at creating
the climate for growth of all co-ops, but prioritising worker co-ops and
consortium co-ops.

•

We must include an asset lock option for Co-operative Societies to enable any
Asset Transfer from Government to be made with confidence it won’t be
hived off to the private sector. If we cannot secure this, then public services
will continue to be vulnerable to privatisation.

•

We should consider abandoning common ownership of capital as the
preferred option for worker co-ops, and market them as a form of democratic
partnership business. To facilitate this, we need to develop a model where
each member’s shareholding represents not just their initial investment but
also the increase in value that they have contributed to.

•

Co-ops need to be seen as not for excessive profit, but a fair return. That
means fair wages and a decent return to members in the form of dividend
and/or bonus. A salary cap for all co-ops of 12:1 (Top Pay: Lowest Pay), would
re-establish co-ops in the public’s mind as a different and better form of
business.

•

Member engagement needs to be better, and a real investment in a co-op,
coupled with a good return, would assist this. Minimum shareholding should
be raised to £100

•

We need to introduce a system of common ownership of a proportion of
revenue, with all co-ops donating at least 5% of profits to a development
initiative plus a further 5% to a common loan fund. Should Co-operatives UK
also impose such a profit sharing regime for all co-ops as a condition of
membership? A total take of 10% to the movement is the same proportion as
the church once took as a tithe, and fits with the strong Methodist and
Catholic influences in the movement.

•

Experience abroad shows that pooling our common funds, even in poor
communities such as the Basque country in 1959, enabled large-scale
development to take off. The funds of co-operative members are mostly
invested elsewhere. We need to bring them home somehow. We’ve never had
a bank in the UK whose purpose is to support co-operative development;
we’ve only had a bank owned by a large consumer co-operative. Changing
that will be difficult under existing UK law, but if we don’t lay out what we
want to politicians and policy makers, we’ll never get it.

•

We need a training and personal development programme for Development
Workers. This needs to recruit experienced co-operators, as no amount of
book learning can replace practical experience. In the world of ordinary
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business, very few successful entrepreneurs start with an MBA, most learn
“on the job” and gain qualifications along the way. We need to emulate that.
•

We also need to keep the faith. Conventional business and management
training doesn’t develop a co-operative way of business, but instead
encourages a competitive and greedy approach. We need our own
Management School either in an existing University, or we need to start our
own. The changes at the Co-operative College are a possible starting point for
this. Unless we can develop a co-operative approach to life in our future
management we will always revert back to corporatism in our larger and
more successful co-operatives.

•

We need to build on what we’ve got – committed and experienced cooperators with development and management skills are thin on the ground
already. We must ensure that a new strategy doesn’t result in us losing
anybody.

•

We need to get organised, as we have been unable to influence the so-called
Public Service Mutuals programme, and have not got any of the work (and
money) from it so far. A joined up service also needs to reflect the reality of
both a UK Government and Devolution. In doing so we need to avoid the dead
hand of corporatism than can come from scale, particularly through merger.
We need to remember the co-operative movement was, and still is, best built
on federation.

•

Eire has no joined up co-operative business development either. Ireland is
divided by currency and religious differences, but united geographically and in
many cultural, civil society and social ways. We have no reason not to assist
our colleagues there. Plunkett is already doing it within its speciality; we need
to follow their example.
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