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The brief

The potential for co-operatisation to act as a vehicle for economic development in Wales has long
been vaunted, with proponents drawing, for instance, on the example of Mondragon in the Basque
Country (see, e.g., Osmond 2012). But despite decades of studies, recommendations, and proposals,
co-operatisation at scale has arguably never been delivered. According to Co-operatives UK data
(2023), co-operatives and mutuals currently account for around 0.6% of total Welsh GDP.

Including in the context of Brexit, the journey to net zero, the current cost-of-living and cost-of-doing
business crises, and a changing post-Covid geopolitics, Welsh industry and the wider Welsh economy
is facing new and renewed challenges, to which co-operatisation may offer some solutions.
Co-operatisation and related business models (e.g. community ownership, employee buy-outs) may
also provide part of the solution to a longstanding issue in the Welsh economy — that of ownership
churn and the ‘missing middle’ (FSB 2017).

The author

Alex Bird started his working life as a power station engineer but has since worked for over 35 years
in worker co-ops as a Printer and a Business Adviser, as well as being actively involved in the co-op
development movement since 1977.

After working for 20 years in a printing co-operative, he spent 5 years running the Community
Economic Development team at Cardiff Council, 5 years as CEO of a care charity and 15 years as a
member of a worker co-op providing business advice to co-operatives, social enterprises, and
charities.

He has been a Board member of the Wales Co-operative Centre (Cwmpas), Cardiff & Vale CDA
(Promo Cymru), Co-operatives UK, Social Firms UK, Social Firms Wales, Community Enterprise Wales,
Wales Social Enterprise Coalition, a member of the Ministerial Advice Group on Social Enterprise, an
adviser to the Wales Co-operative Commission, and he provided the Secretariat to the Senedd Cross
Party Group on Co-ops and Mutuals.

He was a founder of the Cardiff Institute for Co-op Studies at UWIC (Cardiff Metropolitan University)
and a visiting lecturer at Cardiff University, Cardiff Metropolitan University, and the University of
South Wales. Alex is a full member of the Institute of Economic Development. He is currently chair of
Banc Cambria, the prospective mutual/co-operative bank.

For the last few years, he has concentrated on researching various aspects of co-ops and mutuals,
and has been commissioned with others by Welsh Government, the TUC, Co-operatives UK and the
Co-op College.
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Introduction

I've spent over 50 years in the worker co-op movement, and for most of that time I've been involved
in co-operative development in executive and non-executive roles, spoken to colleagues in Europe
and North America, so I've already experienced a lot of what works and what doesn’t in building a
more co-operative economy.

In this report I've looked at co-operative solutions to the powerlessness of the self-employed, at the
integrated federated structure at Mondragon, at the State support mechanisms in France and Italy,
and the effects of the financial mutuals and agricultural co-ops in India. In doing so | hope to
demonstrate how and why these different approaches work, or don’t.

I've also looked at some examples from the past, to see what happened, and to try to tease out why.
Some have been amazingly successful, some not, and others, such as the Cleveland Ohio and Preston
models have produced excellent economic development effects, but generated few co-operatives.

Finally, I've made some recommendations as to what the Welsh Government, with its limited
devolved powers can do. Some things need primary legislation at Westminster to fully realise their
effectiveness, but the soft power of the Welsh Government, and in particular, its purchasing and
financial support programmes can at least start the ball rolling in the right direction.

Why are Co-ops important?

Whilst co-ops are commercial businesses, they are structured in such a way as to have a mission that
takes precedence over the search for profit. To be recognised as such they must adhere to the seven
co-op principles as defined by the International Co-operative Alliance (ICA)*:-

1. Voluntary and open membership
Democratic Member Control
Member Economic Participation
Autonomy and Independence
Education, Training, and Information
Co-operation among Co-operatives
7. Concern for Community

oukwnN

These are an updated version of the original principles laid down by the Rochdale Pioneers in 18442
and have not changed substantially.

Unlike ordinary joint stock (share) companies, co-ops have their capital anchored. They are un-traded
entities with par-value shares, i.e. their shares remain at £1 however well the business is doing. Any
retained surpluses remain within the co-op for future growth and investment, and they are thus
isolated from the continuous variation of the stock market.

The stock market has changed over the last half century and is now much more unstable as a result.
In the 1980s the London Stock Exchange® changed its rules on share trading. Under the old rules
shares could only be bought and sold through a Stockbroker, who in turn instructed a Floor Trader to
buy or sell on your behalf, and any shares bought could not be re-sold until the certificate was in the
Broker’s hands. Thus, all investors had to keep any shares they bought for a minimum of 3 days. Now
shares can be traded directly on the Internet, and so can be bought and sold in seconds. So called
day-traders even trade shares automatically using algorithms. This level of automation has also led to
people trading in “Futures” and “Options”. These are not real things, and trading in them is really a
form of gambling, gambling with people’s livelihoods.

1 https://ica.coop/en/cooperatives/cooperative-identity

2 https://www.principle5.coop/wp-content/uploads/2020/01/The-Rochdale-Principles.pdf

3 The LSE is itself a Public Limited Company (PLC) which trades on its own platform https://find-and-update.company-
information.service.gov.uk/company/02075721
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Most co-ops are legally structured to have indivisible reserves, which are more tightly locked into the
business and the community than in a conventional joint stock business. Worker co-ops are even
more anchored because if the workers were to sell up, they would lose their job security and possibly
their home, not just the service offered by a shop or financial mutual.

There have been de-mutualisations of course, and the movement continues to lobby the
Westminster Government to improve the capital locking mechanisms in the legislation.

Notable amongst these was the failed attempt by Andrew Regan in 1997 when he made a highly
ambitious £1.2 billion hostile takeover attempt of the Co-operative Wholesale Society (CWS) the
wholesale purchasing and distribution organisation behind the seven major retail societies. This
shocked many in the movement and led to rule changes to make any future bid more difficult.

Co-operatives have also shown greater resilience during the crisis of Covid-19, which is due to their
strong territorial anchorage and their co-op identity which puts solidarity and mutual aid at the heart
of their action, rather than constantly looking for more profit.

Farmers, not always noted for their left-wing views, gain tremendously from agricultural co-ops that
support their businesses, enabling them to purchase supplies more cheaply and get more clout in
the marketplace by sharing sales organisations and even a common branding, such as Arla®,
Kerrygold® and Ocean Spray®

But it’s not just co-ops of course, there are also tremendous advantages to taking a more
co-operative approach to life in general. The Co-operative Councils Innovation Network’ which
currently has no members in Wales is working to incorporate the co-operative principles into the way
councils work, as well as supporting the development of co-ops in their area, particularly to supply
the council services and employ local people.

Statistics - Caveat Emptor

Throughout this report there are lots of statistics. Economic statistics are notoriously hard to
measure and collect and many ONS figures are clearly marked as estimates. Also, despite the best
efforts of the Co-operatives Unit of International Labor Organisation (ILO) and the International
Co-operative Alliance (ICA) based in Brussels, co-operative statistics are still collected in different
ways in each country. The ICA itself currently only collects data on the top 300 largest co-ops
worldwide, and whilst some national co-op federations attempt to produce a complete set of
statistics, others also concentrate on the top 300. Some include employee ownerships, and others
don’t. Some identify co-ops by type, and others lump them all together. Some consider financial
co-ops and mutuals as part of the co-op economy, and some don’t. Some, such as Spain, don’t
include consumer owned co-ops, which they consider to be Associations. As a result, not all statistics
are easily available or strictly comparable.

Also, some co-operatives operate across boundaries, and in Wales we have a particular problem as a
result. Co-op Group and Mid-Counties Co-op operate stores in Wales but are headquartered in
England. Co-operatives UK, which compiles the UK data, were able to disaggregate their Welsh sales
income until 2017 but have not had the relevant data since then. Rather than use a ballpark estimate
they have decided to stick to verifiable statistics and as a result the apparent GDP contribution from
co-ops in Wales has plummeted from £1.5 billion in 2014 to £0.5 billion® in 2023. | think £1.6 billion is
a good estimate, but this cannot be verified. Despite these problems, I’'m confident the statistics I've
used are representative enough to give a fair overall picture of the co-operative economy.

4 https://www.arlafoods.co.uk/about-arla/who-we-are/arla-farmer-owned-cooperative/

5 https://kerrygold.com/uk/grass-fed/our-way/#irish-co-ops

6 https://www.oceanspray.com/en/Our-Story/Ownership

7 https://www.councils.coop/membership/

8 https://www.uk.coop/sites/default/files/2024-03/Co-operative%20and%20Mutual%20Economy 2023-web.pdf
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UK
The UK co-op turnover is now £40.9 billion® or 1.6% of GDP*°, 249,142 employees, 7,586 co-ops

In the wider democratic economy (which includes co-operatives, building societies, financial mutuals,
and employee-owned enterprises), 9,113 businesses generate an income of £87.9 billion** (3.4% of
GDP) from 411,634 employees and over 74 million memberships.

There are 400 worker co-ops in the UK with 2,500 employees as well as 1,418 employee
ownerships, with 181,219 employees, and a combined turnover of £13.2 billion.?3

In Wales there are 521 Co-operatives with 0.3m Members, and an official turnover of £0.5 billion**

The co-op sector in the UK is dominated by the large consumer co-op societies, which together with
the John Lewis partnership produce 2/3 of the annual turnover. There is a reasonably large mutual
finance sector, although many of the mutual insurers have been de-mutualised over the last few
decades.

Across the UK co-operatives have increased their turnover by 3.7% from 2022 levels. Co-operative
resilience is further highlighted with an 83.3% survival rate for new-starts over five years: more than
double other start-up businesses.

Have we done it better in the past?

In 1900 there were 65 retail co-operative societies'® across South Wales, from Pembroke Dock to
Chepstow, now only two large societies operate in Wales, and neither are headquartered here. There
are however 21 community owned co-operative stores'® in Wales, all of which have been created
over the last 40 years.

UK Retail co-op turnover rose from £50,000 in 1864 to £59 million in 1924. Today it stands at £12.99
billion, so it remains the 6% largest and proportionally the fastest growing supermarket chain in the
UK, and third largest of its type worldwide.

Total UK co-op turnover is now £40.9 billion” or 1.6% of GDP*8, The figure for Wales is currently
listed as 0.6%, but 1.6%" is probably a much better estimate of the total figure incorporating the
turnover of the two large retail societies that operate here. It’s also worth noting that these figures
include mutuals, employee ownerships, and those organisations that are structurally co-operatives
but don’t consider themselves as such. These include many arts centres, housing associations,
Constitutional, Labour, cricket, golf, and rugby clubs. They also include many Conservative clubs, the
members of which would probably be surprised to learn they are structured as co-ops.

From the mid 1970s onwards, most Local Authorities had some sort of Economic Development
function, the power to do so having been granted under the 1972 Local Government Act, but it was
usually running on a small budget, and often consisted of only one staff member. There were
independent Enterprise Agencies across Wales, in the most part with funding from their Local
Authority.

9 https://www.cooperatives-wales.coop/what-is-a-co-operative/facts-figures/

10 UK GDP 2023 = $3.332 trillion https://en.wikipedia.org/wiki/Economy of the United Kingdom

11 https://www.uk.coop/sites/default/files/2024-03/Co-operative%20and%20Mutual%20Economy 2023-web.pdf
12 https://employeeownership.co.uk/resources/reports/

13 https://www.workers.coop/whatis/

14 See Caveat Emptor, Pg 5

15 William Hazell’s Gleaming Vision, A Burge, yLolfa

16 https://plunkett.co.uk/wp-content/uploads/Plunkett BB-2020 Shops.pdf

17 https://www.cooperatives-wales.coop/what-is-a-co-operative/facts-figures/

18 UK GDP 2023 = $3.332 trillion https://en.wikipedia.org/wiki/Economy of the United Kingdom

19 https://www.gov.wales/sites/default/files/publications/2019-05/report-of-the-welsh-co-operative-and-mutuals-
commission.pdf See also Caveat Emptor, p5
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The WDA was created in 1976 and was the world’s first large scale industrial development body, and
started out on a programme of factory building, as well as business advice and support. It can trace
its origins back to the South Wales and Monmouthshire Trading Estates Ltd, a not-for-profit company
and one of the largest social enterprises in the UK, which created the world’s first trading estate at
Treforest in 1936.

Following the Industrial Common ownership Act of 1976, local co-operative activists and Labour
controlled councils started to establish local Co-operative Development Associations.

From 1978, the Co-operative Development Agency Act allowed the creation of the national (UK)
Co-operative Development Agency (CDA), an advisory, promotional and research body. When the
CDA was set up it had a grant of almost £900,000%°. In 1981 that grant was increased to £1.5 million
and in 1984 it was further increased to £3 million (£14.5 million in today’s money). At its peak it
received over 2,000 enquiries each year from people looking to start a co-op. However, the CDA fell
far short of meeting the needs of co-ops as it offered no financial assistance.

The very same year, the Inner Urban Areas Act 1978 was passed, and this enabled the number of
worker co-operatives to dramatically increase. Local Authorities were able to use Westminster
Government funds to make grants and loans to help create common ownership enterprises. Many of
them also used these funds to establish local Co-operative Development Agencies, rent offices and
hire business support staff.

When a group from the Wales TUC first visited Mondragon in 1981, business development as a
public policy initiative was at an early stage in Wales. There were around 30 local CDAs across the UK
(4 in Wales), and by 1984, the UK number had risen to over 100 and their efficacy was demonstrated
by the number of co-operative projects created as a result.

The number of worker co-operatives kept on rising until the beginning of the 1990s, but in early
1990, after Margaret Thatcher became aware of its existence, the national (UK) Co-operative
Development Agency was dissolved. Over its 12 years of existence, only £3 million had been spent,
and not a single penny was directly granted to any worker co-operative. Local CDAs lived on but their
number shrank dramatically as did Local Authority’s financial resources.

Rise, then decline in UK worker co-ops....

e 1925 -42 worker co-ops, 5,578 employees
e 1930 - 43 worker co-ops, 6,970 employees
e 1935 -42 worker co-ops, 7,908 employees
e 1940 - 40 worker co-ops, 7,366 employees
e 1945 - 44 worker co-ops, 5,055 employees
e 1950 - 37 worker co-ops, 5,971 employees
e 1955 - 32 worker co-ops, 4,313 employees
e 1970 - 8 worker co-ops, 706 employees

1976 and all that....

* 1976 - Industrial Common Ownership Act + £250,000 Government Grant to create a
revolving Loan Fund

* 1977 - First CDA formed in Scotland

e 1978 — National Co-operative Development Agency (CDA) formed with budget of £300,000
p.a. (£1.7 million in today’s money)

e 1979 to 1983 — Rapid growth in CDAs

e 1984 — Over 100 local CDAs, half with full-time staff, most supported by Local Authorities

20 https://api.parliament.uk/historic-hansard/commons/1990/jan/10/co-operative-development-agency
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e 1990 — Margaret Thatcher closes the national CDA*
e 1990 to 2018 - Slow decline in CDA (CDB) numbers

The result - lots more UK worker co-ops, then another slow decline....
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Number of worker co-ops in the UK, 1970 - 2018

In 1984 Chris Cornforth from the Open University’s Co-ops Unit?2, funded by the national CDA,
studied the effectiveness of locally based Co-op Development Agencies. The research was
anonymised but included the Scottish CDA and Cardiff & Vale CDA.

They concluded that the local presence made a huge difference and that between 1980 and 1982
areas without local CDAs the number of worker co-ops increased by 24%, but in areas with, the
increase was 131%. They calculated the average cost per job created was £1,300. At today’s prices
that would be £5,728, which compares to the range of general business support programmes such as
the £5,129% per job cost of the Business Wales Core and Growth Programme (2021) and the
Regional Growth Fund (2012) at £68,000%* per job.

Cornforth concluded that “because of various limitations of the measures used and the
assumptions that have been made, the figures do suggest that CDAs provide a cost-effective
means of job creation in comparison with the costs associated with someone remaining on the
dole, or many other job creation schemes.”

However, business development has changed here in Wales since 1981, from the growth of Local
Authority Economic Development Departments, the growth and then finally absorption of the WDA
by the Assembly Government in 2006, to the removal of geographic restrictions on Enterprise
Agencies.

Specialist business development flourished for a while, with the creation of the Wales Co-operative
Centre in 1982 and its subsequent absorption of the local Co-operative Development Associations in
1998. Wales now has the largest Co-operative Development Body in the UK (Cwmpas), although it
has diversified from its original single mission. Of the twelve listed services only three are co-op
related and none are aimed at worker co-op development?. However, 14 years of Westminster
Government imposed austerity have pushed Local Authorities almost to bankruptcy, and as Local
Authority Economic Development is a permitted, not a statutory service, it has almost disappeared.
Where once the local CDAs and the Wales Co-op Centre worked hand in hand with Local Authorities
and Enterprise Agencies, now they cannot to the same extent.

21 https://api.parliament.uk/historic-hansard/commons/1990/jan/10/co-operative-development-agency

22 The role of local co-operative development agencies in promoting worker co-operatives, Chris Cornforth, Co-operatives
Research Unit, Open University, Milton Keynes 1984

23 https://www.gov.wales/sites/default/files/publications/2022-11/impact-business-wales-report-2021-summary.pdf

24 https://www.gov.wales/sites/default/files/consultations/2018-01/130311response29winningpitchen.pdf

25 The programmes run by Cwmpas are influenced by the priorities of Welsh Government, and their co-op work is currently
concentrated on housing co-ops and employee ownerships

A Policy Report for Plaid Cymru by Alex Bird, March 2024 Page 8 of 37


https://api.parliament.uk/historic-hansard/commons/1990/jan/10/co-operative-development-agency
https://www.gov.wales/sites/default/files/publications/2022-11/impact-business-wales-report-2021-summary.pdf
https://www.gov.wales/sites/default/files/consultations/2018-01/130311response29winningpitchen.pdf

The co-operative economy — overcoming the barriers?

How do they create co-operation elsewhere?

In this section I've looked across Europe and further afield to countries that have a larger and more
active co-operative economy than us, to look at the nature of the co-operative movement there, and
how it fits with the commercial economy.

Worldwide

Co-ops employ 280 million people across the globe — that 10% of the world’s employed population.?®

European Union

131,090 Co-operative enterprises?’, 4,364,235 Employees, 127,608,621 Members, €993 billion
turnover (5.5% of GDP)

Belgium

627 co-operative societies, 1.3 million members, 116,257 employees, turnover €16.9 billion (3% of
GDP)

Belgian co-operatives are a very diverse group of enterprises. For example, among the 627
co-operative societies recognized by the National Council for Co-operation?®, most are producers'
(agricultural) co-operatives, but also consumer co-operatives, worker co-operatives and multi-
stakeholder co-operatives. Together they have over 1.3 million members.

The headline figure 19,607 registered co-operative societies is decreasing significantly after the new
Code on Companies and Associations came into force in 2019, which aims to eliminate false flag
co-operatives; where a conventional commercial business had registered as a co-operative society to
gain the associated tax advantages.

Despite this decrease in the apparent number of co-operatives, their relative contribution to GDP
and employment in Belgium continues to grow. In 2019, they represented 3% of GDP.

Co-operatives are more robust enterprises. Start-ups that adopt a co-operative model have a higher
survival rate after 5 years than other enterprises (74% compared to 68.7%).

Smart

Probably the best example of how co-ops can operate in new ways to support the growing number of
self-employed workers, is Smart (Société Mutuelle d’Artistes)?®,which was launched in 1998 to enable
artists, technicians, and intermittent workers to face the administrative complexity of the arts sector
in Belgium.

The association was born under the leadership of Pierre Burnotte and Julek Jurowicz. Pierre had
been a concert promoter and understood the difficulties bands had in administering their affairs, and
the financial risks they ran with some other less scrupulous promoters. Julek Jurowicz, a trained
engineer who had worked in the nuclear industry, had been working in the film industry for some
time, and he experienced similar problems there.

Based on their experience, the two future partners considered various solutions. They started Smart,
the association to manage the administrative aspects of musicians’ business, and then gradually

26 https://www.uk.coop/understanding-co-ops/what-co-op/quick-facts-about-co-
ops#:~:text=That%20means%2012%25%200f%20the,part%200f%20a%20co%2Dop.&text=Co%2Dops%20employ%20280%
20million,compared%20t0%2043%25%200f%20companies

27 https://coopseurope.coop/wp-content/uploads/2016/04/The-power-of-Cooperation-Cooperatives-Europe-key-statistics-
2015.pdf

28 https://economie.fgov.be/en/themes/enterprises/starting-business/steps-starting-business/forms-
companies/cooperative-societies/approval/national-council-cooperation

29 https://smartbe.be/en

A Policy Report for Plaid Cymru by Alex Bird, March 2024 Page 9 of 37


https://www.uk.coop/understanding-co-ops/what-co-op/quick-facts-about-co-ops#:~:text=That%20means%2012%25%20of%20the,part%20of%20a%20co%2Dop.&text=Co%2Dops%20employ%20280%20million,compared%20to%2043%25%20of%20companies
https://www.uk.coop/understanding-co-ops/what-co-op/quick-facts-about-co-ops#:~:text=That%20means%2012%25%20of%20the,part%20of%20a%20co%2Dop.&text=Co%2Dops%20employ%20280%20million,compared%20to%2043%25%20of%20companies
https://www.uk.coop/understanding-co-ops/what-co-op/quick-facts-about-co-ops#:~:text=That%20means%2012%25%20of%20the,part%20of%20a%20co%2Dop.&text=Co%2Dops%20employ%20280%20million,compared%20to%2043%25%20of%20companies
https://coopseurope.coop/wp-content/uploads/2016/04/The-power-of-Cooperation-Cooperatives-Europe-key-statistics-2015.pdf
https://coopseurope.coop/wp-content/uploads/2016/04/The-power-of-Cooperation-Cooperatives-Europe-key-statistics-2015.pdf
https://economie.fgov.be/en/themes/enterprises/starting-business/steps-starting-business/forms-companies/cooperative-societies/approval/national-council-cooperation
https://economie.fgov.be/en/themes/enterprises/starting-business/steps-starting-business/forms-companies/cooperative-societies/approval/national-council-cooperation
https://smartbe.be/en

The co-operative economy — overcoming the barriers?

brought in other categories of artists. But to do this manually is tedious administrative work, and far
too much for one person. They realized that the only viable solution was to design an IT system
capable of handling larger numbers of people and playing on the economies of scale and the pooling
of interests.

Members have online access to their own space in the system, within which they post their
contracts, and send out order forms. These are converted into invoices that are sent out in the name
of Smart on their behalf, and Smart chases and collects the payment. This is then converted to a
payment to them via the Belgian equivalent of a PAYE employment system. They are salaried, but not
employed in the normal sense. They have a sort of “zero hours contract” but they control their hours
of work and therefore, what they get paid.

Members can also choose to smooth their “salary” over the year based on anticipated income, so
that they get paid a set amount each month, making their personal financial affairs easier to manage.
This is an idea first used by the Coopératives d’Activités et d’Emploi in France, with which Smart has
strong links.

Since 2001, Smart has guaranteed payment for all work invoiced through the system, underwritten
by mutual funds built up within the organisation. Thus, members are paid within 7 days, and don’t
have to worry about defaulters.

Because Smart is a larger organisation it has the muscle to act against late and bad payers,
Organisations that build up a history of being late or poor payers effectively find themselves
blacklisted as too bad a credit risk, until they pay up, and then are welcomed back if appropriate.

This has not been without its difficulties. Smart recruited many hundreds of “Take Eat Easy” cycle
couriers. Smart were involved in negotiations with the company and helped secure an agreement to
pay the couriers per shift, rather than per delivery. However, in July 2016 “Take Eat Easy” went into
bankruptcy, partly as a result of competition from Deliveroo, and Smart’s guarantee fund lost out to
the tune of €340,000. This was a financial shock to Smart, but one that it was able to weather, having
built adequate reserves over time.

Smart also provides members with professional liability, accident at work, and mobility insurances,
which comes as part of the package. One contract through the system per year is enough to ensure
coverage by Smart’s insurance all year.

Smart charges a levy of 6.5% fee to cover cost of services and development of mutualised services in
Belgium, (although this varies between 6.5% and 8.5% depending on which country the member
operates in) as well as the necessary social security payments.

FINANCIAL SERVICES

Smart offers members a range of financial products, including equipment leasing, small loans, and
advances against grant funding. These are all operated as in-house services.

LEGAL SERVICES

Members can benefit from advice that covers a range of subjects from employment and
unemployment rights to intellectual property protection.

BUSINESS ADVICE AND COACHING

Smart has business counsellors to advise members on the organization, growth and development of
their business. They are available to discuss the technical and financial feasibility of each new project
and help them use the budget tool optimally. They have a full-time staff 80 to support members and
ensure the business functions efficiently.

MEMBERSHIP
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Membership has grown steadily over the years. As of December 2023 there are over 55,000 full
voting members of the co-op in Belgium, as well as other, non members using their online business
management system. 20% of these members are actively billing all the time and 80% come and go on
contracts, but together they have a business turnover of over €200 million in Belgium. They have
operations in 8 other EU countries too.
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The co-operative economy — overcoming the barriers?

France

There are 22,517 co-ops®’, 1,217,466 employees (5% of workforce), turnover of €329 billion3! (9.9%
of GDP). They are represented by Coop FR*?

Of these 4,200 are worker co-ops> (Scops - Sociétés coopératives et participatives). Scops currently
provide 67,200 jobs and have a turnover of €8.4 billion. They are represented by Les Scop>* France’s
federation of worker co-ops. Les Scop has 9 regional branches with local delegates to support the
worker co-operatives and provide them with the necessary expertise. It is divided into 4 federal
bodies covering industry, construction, communication & agriculture.

According to new stats published by Les Scop, the movement witnessed a 6% increase in its
workforce in 2020 with 203 co-ops registered and 1,400 jobs created. 123 of these co-ops were
start-ups and they account for 61% of the new jobs created.

In 2004 France had 1,700 workers' co-operatives, with 36,000 employees, so the sector has grown
over those 8 years by 82%. The average number of employees in each co-op also grew from 21 to 25,
indicating the bulk of the growth has come from new co-ops being created.

French worker co-operatives today include some large organisations such as the luncheon voucher
provider Chéque Déjeuner® and the cable manufacturer Acome?®. Other well-known co-operatives
include the magazines Alternatives Economiques®” and Les Derniéres Nouvelles d'Alsace® the driving
school ECF CERCA and the toy manufacturer Moulin Roty*°.

One person out of three in France is a member of at least one co-operative, and approx. 2/3 of
French wine is made by co-ops.

The co-op sector also includes 3,611 worker or producer co-operatives (known as Scios) and multi-
stakeholder co-operatives (known as Scics). These types of co-ops are predominant in sectors such as
services, construction, and manufacturing industry.*

Co-operatives in France — how they developed

The initial impetus for worker co-operatives in France came from Parisian craftsmen in the 1830s
seeking an alternative to the degrading condition of the waged worker. Philippe Buchez, who created
the goldsmiths’ association in 1834, decreed the principle of indivisible capital reserves, i.e., the
co-operative’s assets could not be split among members when they leave the association.

Legitimized at the beginning of the Second Republic (1848), then repressed in 1851, producers’
associations experienced a new phase of growth during the Third Republic under the aegis of the
Chambre Syndicale des Associations de Production (Federation of Producers’ Associations), which
was founded in 1884. Producers’ associations benefited from advantageous regulations and gained
access to national and municipal government contracts in 1888. The co-operative form was most
common in the building, printing, and furniture trades.

30 https://www.entreprises.coop/system/files/inline-files/CoopFR-Synthese2022-ENG-new.pdf

31 https://www.entreprises.coop/english

32 https://www.entreprises.coop

33 https://social-economy-gateway.ec.europa.eu/my-country/france en#:~:text=Social%20economy%20at%20a%20glance,-
highly%20developed*&text=Associations%20employing%20minimum%200ne%20employee,Foundations%3A%201%20600
34 https://www.les-scop.coop

35 https://clients.cheque-dejeuner.com

36 https://www.acome.com/en/group/governance

37 https://www.alternatives-economiques.fr

38 https://www.dna.fr

39 https://www.ecf.asso.fr/Auto-ecole/CERCA

40 https://www.moulinroty.com/en/

41 https://www.thenews.coop/154125/sector/worker-coops/french-worker-co-op-sector-continues-to-grow-despite-the-

pandemic/
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The co-operative economy — overcoming the barriers?

With only 247 worker co-operatives in 1900, the scope of the movement remained, however,
modest. In 1937, the Chambre Syndicale became the Confédération Générale des Scop (CGSCOP,
General Confederation of Worker Co-operatives). The Caisse Centrale de Crédit Coopératif, which
was set up the following year, financed the movement’s expansion. In the 1960s, the communautés
de travail (“communities of work”), which had been created after the war, joined the movement.
Thanks to the spirit of 1968 and the recession in the late 1970s, there was enthusiasm for SCOPs,
which were granted their own legal status in 1978.

According to the French legal definition, a worker co-operative is “formed by workers of any
occupation or skill who join together to practice their trade in an enterprise that they manage directly
or through the intermediary of a representative chosen by them and from among their ranks.” There
are currently around 1,600 SCOPs in France, half of which are in the service sector (logistics, catering,
taxis, shipping, IT, advertising, etc). Well-established in local communities, they play an important
role in local economic development.*?

French co-operative law requires co-ops to create indivisible reserves*®. According to Article 16 of the
General Law, 15% of any co-operative’s surplus must be allocated to the formation of such a legal
reserve. This is mandatory until the legal reserve becomes equal to or higher than the share capital.
This reserve can only be allocated to other co-ops or co-op organisations at liquidation and cannot be
distributed to members.

Funding

France's worker co-operatives (Scops), are required to allocate a small portion of profits to a financial
fund for other French worker co-operatives in co-operative federations.

Each year these funds provide finance to around 400 co-operatives of which 200 are new
co-operatives with 20 new employees on average. Over the past 60 years they have invested
more than €70 million. Of these, around 100 are worker buy-outs, which achieve a 3-year survival
rate of over 94 %.

The four main financial tools of the Scop network are:-

*  Participatory loans from SOCODEN** (Société Coopérative de Développement et d'Entraide),

* Capital injections, in equity securities and convertible bonds (Scopinvest*®),

* Guaranteeing medium-term loans, working capital or lease financing granted by partner
organisations including Crédit Coopératif %6, Esfin-Ides %7, France Active *® and Caisse des
Dépdts & Consignations *° (Sofiscop®®)

*  Finance and support for innovative digital co-ops (CoopVenture®?).

Two regional SCOP federations also have complementary risk capital funds intended for member
Scops. These are Pargest in Provence-Alpes-Cote d'Azur and Transméa>? in Rhdne-Alpes.

42 http://www.musee.mutualite.fr/musee/musee-
mutualiteeng.nsf/PopupFrame?openagent&Etage=x&Piece=x&Nb=1&Ref=econosoc19
43 https://coops4dev.coop/sites/default/files/2021-
09/France%20Legal%20Framework%20Analysis%20National%20Report.pdf

44 https://www.les-scop.coop/outils-financiers

45 https://les-aides.fr/aide/RJI_3w/scop/intervention-en-fonds-propres-scopinvest.html
46 https://www.credit-cooperatif.coop/entreprises/

47 http://esfin-ides.com

48 https://www.franceactive.org

49 https://consignations.caissedesdepots.fr

50 https://les-aides.fr/aide/IkD9/scop/fonds-de-garantie-sofiscop.html

51 https://coopventure.fr

52 http://www.transmea.coop
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Decisions are partly decentralized to regional financial commitment committees (CEFR), whose
members come from co-operatives and are designated by each regional union.

In 2022 Les Scops’ partner organisations lent €29 million via 550 loans of between €3,000 and
€600,000. Les Scops also guaranteed 640 loans totalling €62 million, and Scopinvest purchased
shares in 80 co-ops totalling €9 million.

Three recent examples of worker buy-outs (WBOs) they have invested in are:-

Terra®® - Circular Economy Consulting, Paris
46 employees (24 members) Turnover: €4 million, and net assets of €1.25 million

Néodyme®* - Industrial Safety Consulting, Tours
92 employees (81 members) Turnover: €8 million, and net assets of €1.7 million

You® - Timber Frame Manufacturing, Nantes
27 employees (18 members) Turnover: €4 million, and net assets of €0.85 million

53 https://terra.coop

54 https://www.neodyme.fr
55 https://you-charpentebois.fr

A Policy Report for Plaid Cymru by Alex Bird, March 2024 Page 14 of 37


https://terra.coop/
https://www.neodyme.fr/
https://you-charpentebois.fr/

The co-operative economy — overcoming the barriers?

Italy

57,078 co-ops, 1.2 million employees, €150.3 billion turnover, 7.7% of GDP
Of these, around 15,000 worker co-operatives employ 506,000°” workers and generate a turnover of
€22 billion.

p TAB.2 The SSE actors in numbers: entities and employees (Year 2018), volunteers (Year 2015)

Entities Employees Volunteers (2015)
Number | % ® % change Number @ | % ® % change Number % FIETETE
2001-11 2011-18 2001-11 2011-18 2011-15
i 10.3 46.0
Cooperatives | 4 357 51| -17.6| 725472 20| 97 - -
(non-social) (0.94) (4.19)
Social 3.9 28.6
) 15,751 98.5 39.8 451,843 129.4| 238 43,781 0.8 33
cooperatives (0.36) (2.61)
L. 76.3 104
Associations 305,868 233 13.6 164,162 263 11.7]|5,020,810| 90.8 13.9
(6.94) (0.95)
) 2.0 6.6
Foundations 7,913 102.1 27.2 103,909 131.3| 13.2 62,211 1.1 213
(0.18) (0.60)
Other 7.5 8.4
nonprofit 30,042 76.8| 109.3 133,562 21.5 9.9| 401,957 7.3 1,122.9
institutions (0.68) (0.77)
100.0 100.0
Total 400,901 24.2 14.1| 1,578,948 27.0 6.4| 5,528,760 | 100.0 16.2
(9.19) (9.13)

Source: Istat, Permanent census of nonprofit institutions (2017); Istat, Business Register ASIA (2020)
M1n parenthesis is the incidence of SSE organizations in the industrial and service sector.
@ Number of employees is the annual average.

The Italian co-operative movement consists largely of agricultural co-ops (98% of Parmesan cheese is
made by co-ops) and social co-ops, i.e. co-ops which work to provide social care in some form —
residential, domiciliary, sheltered employment, into-work schemes, etc.

The Marcora Law

In 1975 the then Italian Minister of Trade and Industry, Giovanni Marcora passed a law that aimed to
support worker buy-outs.

Italy’s Marcora Law (Legge Marcora 49/85°8) allows redundant workers to use their accumulated
future unemployment benefits to capitalise a worker buy-out co-operative. It thus forms part of a
welfare bridge from unemployment to collective self-employment.

In 1977 a further Bill (Art. 2514, c.c.) was passed that exempted co-operatives’ profits from
corporation tax and obliged co-operatives to put 30% of profits into its indivisible reserve, and to pay
3% of profits to one of the co-operative development funds managed by major co-op umbrella
federations. It also limits the dividend paid on shares to a maximum of 2.5 % points above the
maximum interest of Post Office bonds and requires any distribution of assets at liquidation to go to
either of the two co-operative development funds.

The law provided state backing for two funds to support co-operatives. The first, FONCOOPER, is a
general fund for the promotion and development of all types of co-operatives. The second, the

56 https://coopseurope.coop/wp-content/uploads/files/The%20power%200f%20Cooperation%20-
%20Cooperatives%20Europe%20key%20statistics%202015.pdf

57 Marco Lomuscio, Ermanno C. Tortia, Andrea Cori - Journal of Participation and Employee Ownership - June 2023

58 https://www.yesmagazine.org/economy/2016/07/05/the-italian-place-where-co-ops-drive-the-economy-and-most-
people-are-members
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The co-operative economy — overcoming the barriers?

Compagnia Finanziaria Industriale (CFl), was a special fund to help save companies in crisis. It invests
only in new co-operatives set up by employees who have been laid off when companies close or
downsize. CFl was capitalised by state funds and is managed on an ad hoc basis by the co-operative
federations.

CFl invested up to three times what the employees invest, up to a maximum limit of three years'
unemployment benefit. In return for this capital input, the employees lost their right to
unemployment benefit during that period, should the co-operative fail. At the end of the period, the
employees could buy the shares at face value from the fund, or they could be sold externally. The law
also introduced the innovation that other outside shareholders — co-operatives, private companies or
public bodies — could also contribute up to 25% of the co-operative's share capital. Up to this point,
private enterprises had not been able to invest in co-operatives in this way in Italy.

However, the programme was suspended 1996 because it was deemed to contravene European
competition law by giving over-generous state support to one form of business model - worker self-
management.

The Marcora Law was reformed under Act No. 59/2001 to offer financial support to workers on a 1:1
basis rather than 3:1 (CFl to worker contribution) for worker co-operative buy-outs. It now benefits
not only new co-operatives but also existing worker co-operatives and social co-operatives. The
national fund FONCOOPER was closed, and the Ministry now uses available Government funds to
invest directly in the share capital of the other co-op financing organisations.

By 2015, the Marcora law had helped to create 257 new employee-owned firms, saving, or creating
9,300 jobs.

Successes include worker buy-out (WBO) Italcables® in Naples, a steel cable manufacturer
co-operatized in December 2015 after its multinational owners closed the factory. It’s also worth
noting that Italian industrial co-operatives have a better survival rate than other enterprises.
Between 2007 and 2013, the 3-year survival rate of Italian enterprises was 48%, whereas co-ops set
up after 2007 as a result of worker buy-outs had a survival rate of 87%.%°

The new single fund Cooperazione Finanza Impresa® (CFl) has now broadened its activity to support
operations for the creation, development, consolidation and repositioning of co-operative
companies. It supports the co-operative business model, stimulating the business capacity and
management of worker shareholders, promoting employment and boosting the growth and
competitive capacity of the co-operative sector. It offers not just risk capital, but also secured
funding, as well as technical and human advice on financial, strategic and management planning. It
partners with more than 270 co-operatives, Invitalia as well as the Ministry of Economic
Development. The CFl offers finance to co-operatives through loans, equity loans, convertible bonds,
sureties and/or property leasing.

As of October 2023 Cooperazione Finanza Impresa (CFl) has a total of €200 million in its managed
funds; Equity and Reserves of €102 million under the original Marcora Law, State Funds of €86
million allocated under the new Marcora Law, and €12 million of Regional Funds.

The CFl is itself a non-profit company and has 395 shareholders and assets of €103 million. It has
financed 196 co-operatives in its portfolio, which between them employ 10,478 individuals, and turn
over €1.07 million each year

The CFI offers:-

e Share Capital —sharing the entrepreneurial risk

59 http://www.wboitalcables.it/eng/
60 https://ica.coop/en/media/news/marcora-law-supporting-worker-buyouts-thirty-years
61 https://docs.google.com/presentation/d/19CXa6bv17bj1HVK igO7eN3TII7ztR iy/edit#slide=id.p8
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The co-operative economy — overcoming the barriers?

e Hybrid Financial Instruments (quasi equity)
e Financing for investments

e Subordinated Loans

e Participatory Loans

e Soft Loans using National and other Funds

Since it started investing in WBOs in 1986, it has supported a total of 332 WBOs which has secured
the jobs of 10,588 employees.

From 2011 until 2023, the CFI has supported a total of 93 Worker Buy Outs (WBOs) which have
protected the jobs of 2,111 employees and the WBOs now have a combined turnover of €502
million. Of these 93 WBOs, 20 have investments that are non-performing, an average of 21.5%, but
all are still trading.

This has involved the CFl investing €49.3 millions (€12.2 million equity, €13.8 million debt and €234
million soft loans) which comes to an average of €23,000 per employee.

The CFl also works with the European Investment Fund (EIF)

From October 2019 to November 2023, they have worked with 96 co-operatives to obtain €21m
from the EIF’s EaSI Guarantee Fund, which guarantees up to 80% of the disbursed amount. Of the 96
co-ops supported, 43 (45%) are WBOs.

The net asset value of the co-ops assisted has risen from €53 million to €67 million (+25%).
Three have defaulted on their loans, of which two (3.1%) are WBOs (€275,000, 1.3% of the total
invested amount).

The CFl also runs the “Small2Big” project the purpose of which is to encourage the entry of qualified
investors into smaller co-ops and social enterprises, with small-scale equity and quasi-equity. From
March to November 2023, 14 co-operatives received an investment of €1.9 million by private sector
investors.

The growth of Italian Co-operatives

Over the last decade, Italian co-operatives have continued to grow as a result of these financing
initiatives
By 2015, there were 59,027 active co-operatives across Italy (1.3% of all companies) employing just

over 1.2 million workers, equivalent to 7.1% of the total workforce. These co-operatives generated a
value added of €28.6 billion, (4% of business GVA excluding finance and insurance).

Worker co-operatives are the largest co-operative sector — 29,414 co-operatives, 49.8% of the total,
with social co-ops making up 24.2%, and consumer and primary sector producer co-operatives
making up the rest. Worker and social co-operatives, in addition to being the largest number of
enterprises, are also the two types of co-operatives that have generated the greatest value added —
€12.9 and €8.1 billion; 73.4% of the total generated by co-operatives in 2015.

By 2011, there were over 40,000 co-operatives with a turnover of €147 billion, some 12.5 million
members and over one million employees. Compare this to the UK, where 7,000 registered
co-operatives contribute some €41 billion to the economy.

By 2019 the Italian®® co-operative movement had grown to approximately 50,000 co-operatives. This
represents approximately 7% of national GDP and over 11 million co-operative members.

62 https://euricse.eu/en/structure-and-performance-of-italian-cooperatives/
63 https://coops4dev.coop/sites/default/files/2021-03/Italy%20Legal%20Framework%20Analysis%20Report%20.pdf
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As of 2023 there are now 57,0785 co-ops, 1.2 million employees, producing a €150.3 billion turnover
which represents 7.7% of GDP, making co-operatives a significant force in Italian society.

No. of new WCs and No. of new SLLCs and No. of new LLCs and
vearly percentage yearly percentage yearly percentage

Year variations variations variations

2012 2,689 3010 103,785

2013 2,758 3% 11,888 295% 100,448 3%
2014 2,787 1% 19,570 65% 96,747 —4%
2015 2910 4% 25,794 32% 97,811 1%
2016 2316 —20% 28221 9% 98,494 1%
2017 2,355 2% 32436 15% 92,485 -6%
2018 2,301 2% 33,139 2% 92,631 0%
2019 1,900 -17% 43,652 32% 92,150 -1%
2020 1,320 -31% 34211 -22% 57,922 -37%

Source(s): Our elaboration on Aida-Bureauw Van Dijk, Centro Studi Legacoop and CRMED data,
November 2021

Emilia-Romagna

Emilia-Romagna®, the region centred on Bologna and which includes Parma, is one of the most
prosperous regions in Italy. It’s also home to perhaps the greatest density of co-operative
businesses®® in the world - and they account for no less than 30% of the region’s GDP.

In a region of 5 million people, there are 4,000°” co-operative businesses, that employ 250,000
people — just under a quarter of the entire workforce. There are 3 million co-op members in Emilia-
Romagna (out of a total population of 5 million!) The co-op movement in Emilia-Romagna goes back
to the mid 19" century, with roots in the workers’ mutual aid societies, and many of the early ones
are still strong today.

The economy is stronger, and unemployment is lower than the rest of Italy in the region. The
co-operative sector is part of a unique social partnership model of governance. In 2015 the trade
unions, the municipalities, the regional government, co-operative associations and other employer
associations signed ‘The Pact for the Economy and Labour’. This has cemented the co-operative
model of development into all their strategies.

64 https://coopseurope.coop/wp-content/uploads/files/The%20power%200f%20Cooperation%20-
%20Cooperatives%20Europe%20key%20statistics%202015.pdf

65 https://apolitical.co/solution-articles/en/italian-region-30-gdp-comes-cooperatives

66 https://thenextsystem.org/learning-from-emilia-romagna

67 https://www.lowimpact.org/posts/why-is-the-co-operative-movement-so-successful-in-emilia-romagna-with-matt-
hancock-no-not-that-one
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Spain
20,050 co-ops®8, 290,221 employees, €61 billion turnover, 1.9% of GDP

The Spanish co-op sector is dominated by worker co-ops, many of them in the industrial sector.
There are also many agricultural (farmer) co-ops. There is an increasing number of co-op schools, but
unlike co-op schools in other countries, including the UK, these are worker co-ops owned and run by
the teachers and support staff. Eroski®, the largest supermarket chain in Spain is a multi-stakeholder
co-op with an inbuilt workers’” majority, and of course, the Mondragon Co-operative Corporation is
the world’s largest worker co-op group.

The two best known football teams, Real Madrid and Barcelona, are what we would call fan owned
co-ops, but the Spanish Co-op movement insists they are Associations and doesn’t count them in
their co-op statistics.

The Basque Country

The town of Mondragdn, in a green river valley surrounded by the Cantabrian mountains, is home to
some twenty-two thousand people. The co-op has a turnover of €12.110 billion (2015)7° and total
assets of €24.725 billion (2014)”* and employs 81,507 (2019)7? people.

Clearly as Mondragon employs four times the town’s population, many workers must commute from
the surrounding towns and villages. The surrounding area within a 25km radius has a working
population of roughly 360,000, so Mondragon employs 23% of the local population’® In addition
there are many thousands of jobs in commercial supply chain companies.

Mondragon started in 1956. Spain was still under fascist dictatorship and during the Spanish Civil
War, the Basques, a very independent people with their own language and culture, took the side of
the Republicans against Franco’s coup d’état. When Franco captured the rest of Spain and advanced
against the Basque country, the Basques put up a very spirited defence. They suffered greatly as a
result, with Franco throwing the weight of his army against them, destroying their towns, and
imposing a very punitive regime. Many of the Basques ended up in concentration camps; many fled
to France, and many were summarily executed. The region’s industry, which had been highly
developed (and which dated back to the days of the Spanish empire) was destroyed.

The first Mondragon Co-op

Serving in the Republican forces was a young priest, Fr. Jose Maria Arizmendiarrieta. He was
captured by the fascists, put in a concentration camp, and narrowly escaped execution. After his
release he was sent as a curate to the small town of Mondragdn, just 30 miles inland from Guernica.
He decided to do something about the high level of unemployment in the town, so in 1943, he
started a school for young apprentices where he also preached about the idea of worker
co-operatives in which all members share in the ownership, the management, and the profits of a
concern. When the students qualified, they went to work in local industry, and they quickly realised
that they would not be able to share in the fruits of their labour, so with his support a group of five

68 https://coopseurope.coop/wp-content/uploads/files/The%20power%200f%20Cooperation%20-
%20Cooperatives%20Europe%20key%20statistics%202015.pdf

69 https://supermercado.eroski.es/en/

70 "Annual Report 2015". Mondragdn Corporation. Archived from the original on 14 June 2016. Retrieved 7 June 2016.

71 "Annual Report 2014" (PDF). Mondragdn Corporation. Archived (PDF) from the original on 6 March 2021. Retrieved 13
February 2016.

72 "Annual Report 2019" (PDF). Mondragdn Corporation. Archived from the original (PDF) on 22 September 2020. Retrieved
22 September 2020

73 The entire Spanish Basque Country has a population of 2,171,000 of which 1,049,500 (48%) are working. Within a 25 km
radius the population is approx. 750,000 of which 360,000 are working
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school graduates established an enterprise of their own in 1956 — an industrial co-operative making
paraffin heaters and cookers.

In 1959, Arizmendiarrieta helped to establish a co-operative bank, the Caja Laboral Popular, which
played a key role in the expansion of Mondragdn by facilitating access to capital and also providing
co-operative business management training. By holding people’s savings locally, the bank was able to
recycle this money back into the local economy, preventing it leaking out to Madrid or even further
afield. In the 1980s, the 150 co-ops then in existence banded together as the Mondragén Co-
operative Corporation (MCC) which, in its current legal form established in 1991, is now regarded as
the world’s largest worker co-operative. Its supermarket arm, Eroski, is the largest Spanish-owned
retail food chain. It runs co-operative schools for the children of the workers, a modern technological
university, independent research and development organisations, and has moved into providing
residential and domiciliary social care.

The Mondragén business development system

Firstly, it’s important to remember Mondragon was founded by and is still run by engineers. Not only
is Mondragon based on industrial production, but the engineer’s mind-set runs throughout
everything they do. Business development and finance has been approached as an integrated whole,
the problem de-constructed, analysed, re-designed and re-assembled. What they have produced is a
production line approach, but with immense flexibility built in.

Whilst some elements of their practice can’t be simply translated back to Wales as our legal,
governance and political systems are different, it is important to examine and understand the
Mondragdn model as an interconnected system if we are to be able to gain from it. If we simply copy
bits we will gain very little.

At the heart of their system is the integration of four main threads:-

e Research and Development - the search for new products and services.

e Education and training - to keep a leadership position in production.

e Business incubation —including both product development and business planning.
e Finance - linking workers savings and the co-operatives together.

Business development to them is not about creating new enterprises as such, but about creating
new products, and then raising capital, finding the right people, and developing enterprises to supply
them. As a result, much of their effort goes into research and development.

Reserves and distribution

Basque co-operative law, like Spanish co-operative law, obliges co-ops to re-invest a minimum of 10%
of profits into a reserves fund, and a further 10% into socially useful projects.

The Mondragdn Corporation goes a little further than that, and utilizes a 10-20-70 system, in which
10% of profits are placed into community development and infrastructure programmes, 20% back
into corporate reserves, and 70% into individual capital accounts. These individual accounts are
“capitalised”, i.e. they can only be drawn down by the workers when they leave or retire. They
therefore provide a very useful retirement lump sum, which was essential, as worker-owners were
excluded from the state pension scheme.

Caja Laboral

Finance in the Mondragdn group of co-operatives is provided almost exclusively by the workers,
originally through the Caja Laboral’® or from other co-ops in the MCC.

74 Caja Laboral is now Laboral Kuxta
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The Caja Laboral was founded in 1959, only shortly after the Mondragdn project was started, and has
been key to its development ever since. It has grown to have assets of over €21bn, 365 branches
across Spain and 1,880 worker members. It is sometimes described as a credit union, but it is
fundamentally different to the UK idea of a credit union as it is a multi-stakeholder/worker
co-operative, 57% owned by MCC co-ops and 43% by the workforce. To the Mondragén members,
co-operation is about the workers owning the business, and the UK model of consumer co-operative,
such as the Co-operative shops is not one they are familiar with.

From its foundation, Caja Laboral invested its reserves in Mondragdn co-ops. This is part of the
reason for the growth of the MCC co-ops as the profits and assets are all recycled into the local
economy. However, following the actions of the Bank of Spain in 1982, when it ruled that only 10% of
any Spanish bank’s assets could be invested in one place, local lending has had to be reduced, and
only 2.8% of its reserves are now invested in the MCC itself. Of its lending, €3.6bn goes to wholesale
finance for co-ops and €13.8bn is in local domestic mortgages ’°. In order to ensure this ruling does
not stifle available funds, the Caja Laboral has established joint funding arrangements with the big 5
Spanish banks, and their own lending is used as a lever to bring in outside funds when required.

The bank also funds 2 business development programmes from its own profits. Gaztempresa,
originally a young people’s enterprise scheme set up in 1994 receives 10% of all Caja Laboral profits.
It provides mentoring and support, which is now available to people of all ages, and since 1994 has
established 2,600 businesses, with 80% surviving after 3 years. Many of these are not co-ops but are
often sole trader and small family businesses. They also fund the Mondragén Development Fund
with a further 20% of their profits.

Ipar Kutxa

It begun as Caja Rural Provincial de Vizcaya, in 1965, and was founded mainly by two co-operatives,
the dairy co-op Beyena (that literally means "from cows" in Basque) and Uteco, a farmers’
co-operative. In 1980 the bank changed its name to Caja Rural Provincial de Vizcaya, and six years
later, after avoiding bankruptcy thanks to the intervention of the Bank of Spain it became Caja Rural
Vasca (or Baserritarren Kutxa in Basque) and begun to grow outside Biscay.

In 1997, it changed name again to become Caja Rural Vasca and attempted a hostile takeover of
Bankoa Crédit Agricole.

In 2003, it opened its first offices in Gipuzkoa and officially became Ipar Kutxa (Union of the North).
Laboral Kuxta’®

Following the banking crisis of 2008, The Bank of Spain has forced through a series of mergers to
improve banking stability. Thus, Ipar Kutxa was forced to merge with Caja Laboral in 2012 and in
2014 changed its name to Laboral Kutxa.

By 2022, it had grown to have assets of €27.7 billion”’, an income of €646 million, 285 branches
across Spain, 1,880 worker members, and 2,152 employees.

Social Security

“The growth of the co-ops followed a pattern. An obstacle would confront local workers, and a new
co-op would be created to overcome it. When, in 1958, the Spanish Ministry of Labour excluded the
new worker-owners from the national social-security system’®, arguing that they were not eligible for

75 Mondragon co-operative members get a special deal on their first house mortgage paying only the EURIBOR (Euro
Inter-Bank Offer Rate) currently 1.3%

76 https://www.laboralkutxa.com/es/particulares

77 https://corporative.laboralkutxa.com/src/uploads/2023/05/CLP-ctas-consolidadas-31-12-22-EN_WEB.pdf

78 The Spanish government has long since revised its position and now provides coverage for co-op members, in addition to
that offered by Mondragon.
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workers’ benefits because they were also part-owners, Arizmendiarrieta created an internal pension
and health-care system, Lagun Aro’®, that was itself organized as a co-operative; it still exists today,
supplying sick leave, parental leave, a generous pension, unemployment benefits, and medical
insurance to Mondragon’s worker-owners.

Catalonia

3,943 co-operatives?’, (655 worker co-ops) 2.5 million members, 320,000 employees (10% of the
working population), 8% of GDP

This is another area of Spain which has a high proportion of co-operatives, many of which are linked
together through the Catalan Federation of Co-ops — COOPCAT®!

COOPCAT has 5 subsidiary federations for the various sectors:-

e Agricultural co-ops - FCAC®2

e Consumer co-ops - FCCUC8?

e School co-ops - EscolesCoop®*
e Housing co-ops - habicoop®

e Worker co-ops - FCTC?

State funded development support comes through Coopalis®’, the self styled “Co-operative
University” of Barcelona, as well as through the Ateneus Cooperatius,®® a network of 14 different
co-op support organisations financed by the EU Interreg programme and state funds.

72 https://www.lagunaro.es/ataria2/en US/lagunaro-and-arogestion-introduction
80 https://www.interregeurope.eu/good-practices/ateneus-cooperatius-network

81 https://cooperativescatalunya.coop/en/

82 https://www.cooperativesagraries.cat

83 https://cooperativesdeconsum.coop

84 https://escolescooperatives.cat

85 https://habicoop.cat

86 https://www.cooperativestreball.coop

87 https://www.bcn.coop

88 https://codi.coop/en/case-studies/case-ateneus/
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Canada
Co-ops Turnover $48.6 billion 2.44% GDP®°

Number of co-operatives 5,846°°, Number of employees 103,470, Number of members 8,000,000. In
addition, there are 669 financial co-ops including mutual insurers and credit unions.

Co-operative organizations began to appear in British North America in the 1840s when British
workers tried unsuccessfully to open shops similar to those present in Britain. The first stable store,
or society, was developed in 1861 in Stellarton. Others appeared briefly in industrial areas from Cape
Breton to Victoria. In the 1880s another wave of stores appeared with Knights of Labor, one of the
first unions.

Farmers were the first Canadian group to successfully develop co-operatives. Between 1860 and
1900, farmers in Ontario, Québec, and Atlantic Canada developed more than 1,200 co-operative
dairies and cheese factories to meet the needs of the rapidly growing dairy industry. Mutual
insurance companies were organized to provide financial protection against the ravages of the
weather.

Co-operatives in Canada are represented by Co-operatives and Mutuals®’. The sector consists in large
part of agricultural co-ops, but also retail stores, financial mutuals and a number of worker co-ops.

Funding

Canadian worker co-operatives rely on government funding to finance their early development®.
State sources of finance, which often come in the form of grants, include the Quebec Local
Development Centre, the Co-op Development Initiative, and the Young Entrepreneurs program.

Assistance also comes from the Canadian Co-operative Investment Fund®?

Québec - the Solidarity Funds

When Québec fell into a deep recession in the early 1980s, the Fédération des Travailleurs et
Travailleuses du Québec (FTQ) created an ethical co-operative fund to invest in Quebecoise
businesses, and on March 3, 1983, the FTQ announced the creation of the Fonds de solidarité des
Travailleurs du Québec (FTQ), the first fund of its type in the world.

Today, the Fonds has become one of the flagships of the Québec economy. Currently managing net
assets of $17.8bn, it contributes 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 753,000 shareholders-owners.

e |n 1985, two years after launch, the Fonds had 5,094 shareholders, and Net Assets of
$14,306,000

e By 2003, the Solidarity Fund had over half a million shareholders. From active assets of $4.6bn
Canadian dollars: $2.6bn were invested in 2,104 companies, to create, maintain or safeguard
over 90,000 jobs in Quebec.

e By 2013 the Fonds had grown to 594,287 shareholders and holds Net Assets of $8.76bn

e As of November 30, 2022, the Fonds had more than 753,000 owner-shareholders and holds
$17.8bn in net assets.

89 The combined figure for N America (Mexico, USA, Canada) is 4.2%
https://www.un.org/esa/socdev/documents/2014/coopsegm/grace.pdf

90 https://coops4dev.coop/en/4devamericas/canada

91 https://canada.coop/en/

92 https://community-wealth.org/sites/clone.community-wealth.org/files/downloads/paper-corcoran-wilson.pdf
93 https://ccif.coop/resources/
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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.”

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

* toinvest in suitable companies and provide them with services to create, maintain and
safeguard jobs;

* tosupport the training of workers to allow them to increase their influence on the economic
development of Québec;

* 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 Québec.

Beyond the four initial guiding principles, the Solidarity Fund knew it had to develop other
characteristics over its 41-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 2,600
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 Fonds 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.”

Fonds shares are a popular investment because in addition to the tax benefits individuals obtain for
buying a Registered Retirement Savings Plan (RRSP), they also receive two additional tax credits: 15%
from each government (Québec and Canada) on the first $5,000 invested each year. Fonds shares
cannot be sold before retirement except under certain conditions such as loss of employment,
participation in the federal government's Home Buyers’ Plan, and disability.
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USA
Number of co-operatives 29,285, Number of employees 856,310, Number of members 350,871,790

Turnover $514.6 billion, 2.2% of GDP

Sector Cooperatives Employment Membership  Turnover
Consumer 26.844 650.650 343.969.000 291.086
Commerce 724 130.350 6.133.000 157.892
Production 1.494 72.930 714.650 65.426
Associated work 223 2.380 55.140 219
Total 29.285 856.310 350.871.790 514.623

The first successful co-operative in the United States was formed in 1752, when Benjamin Franklin
formed the Philadelphia Contribution Fund to insure homes lost to fires.

In 1810 the first dairy was organized in Goshen, Connecticut. Similarly, in 1814, Wisconsin farmers
around Rock Lake in Jefferson County met at the home of a Mr. Pickett to make cheese from their
farm produce.

In 1865 Michigan passed what is believed to be the first law that recognized the co-operative method
of buying and selling, and in 1916 the first national co-operative association was formed, now known
as the National Cooperative Business Association®® (NCBA CLUSA).

In 1986, the Independent Distributors Cooperative of the United States, known as the Independent
Distributors Cooperative-USA, was founded. This sector co-operative allowed its members to
strengthen themselves to be able to face their biggest competitors in the market.

CooperationWorks! is a national network of co-op development centres and practitioners initiated in
1999 by NCBA CLUSA and the Cooperative Development Foundation®. Using innovative strategies
and proven business practices, CooperationWorks! members in all 50 states provide expertise across
all aspects of co-op enterprise development—from business planning to board training Through
Cooperation Works!, an initiative developed by the NCBA, this co-operative renewal is being
conducted by expanding existing co-operatives and creating new solidarity organizations.

There are many new and developing worker co-ops, but the movement is still dominated by credit
unions, which are more like UK Building Societies than credit unions as we know them and electricity
co-ops which generate, distribute, and retail around a 1/3 of all electricity in the rural areas.
Recreational Equipment Inc. (REI)*’ is a co-op and the largest supplier of outdoor goods in the USA
with around 200 stores and a website for online sales.

Funding

Most finance firms that specialize in providing capital for worker co-operatives are specialist
Co-operative Funds or Community Development Financial Institutions®® (CDFls). CDFls are open
investment funds giving a modest return on capital, and thus are able to lend on at very competitive
rates. Many were set up with Federal or State funds initially, but most funds now come from social

94 https://coops4dev.coop/sites/default/files/2021-01/USA%20-%20Key%20Figures%20Report.pdf
95 https://ncbaclusa.coop

9% https://www.cdf.coop

97 https://www.rei.com/b/rei-co-op

98 Community Development Financial Institutions
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investors. They often do not supply the majority of finance that co-operatives need, but act as
collateral for other forms of investment and/or as support for another form of finance.

Several U.S. CDFls including the Cooperative Fund of the North East®’, the Common Wealth Revolving
Loan Fund, the Shared Capital Cooperative of Minneapolis'®, and Capital Impact Partners'®? offer
specialist loan and investment packages aimed at co-operatives.

Over the last 50 years the Shared Capital Cooperative has made over 940 loans to co-operatives
totalling more than $68 million, the Cooperative Fund of the NE has made 1,259 loans totalling more
than $87 billion, and Capital Impact Partners have lent almost $3 trillion.

99 https://cooperativefund.org
100 https://sharedcapital.coop/about/
101 https://www.capitalimpact.org
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India
854,355 co-ops, 290.1 million members, 13.3% of working population employed by co-ops.
Turnover $172.2 billion, 5.4% of GDP

The co-operative movement in India consists largely of agricultural co-ops and small co-operative
banks.

India’s largest co-op is IFCO?, which started in 1967 with 57 member co-operatives. It is the largest
co-operative in the world by turnover'®, with around 35,000 member co-operatives reaching over 50
million Indian farmers. With around 19% market share in urea and 31% in complex fertilisers, IFFCO is
India's largest fertiliser manufacturer.

The history of co-operative development in India is an interesting example of a top down,
government led approach as part of its planned economy. The top-down approach is a legacy of
India’s colonial past and the UK Government’s promotion of co-ops throughout the Empire (except in
the UK) as the best method of economic development. Co-op promotion and development remains
the preferred methodology at the Foreign, Commonwealth & Development Office (FCDO) today, as it
does at the US Office of Foreign Assistance.

The difficult agricultural conditions and lack of finance to farmers during the latter part of the
nineteenth century led to severe poverty. The Famine Commission of 1880 and 20 years later, the
Famine Commission of 1901 both highlighted the deep indebtedness of the Indian farmer and
recommended the establishment of Rural Agricultural Banks and Mutual Credit Associations.

The Co-operative Societies Bill'®, based on the recommendations of the Commission, was passed on
25th March 1904, and by 1911, there were 5,300 co-op societies in existence with a membership of
over 30,000. This was followed by more legislation.

* Co-operative Societies Act, 1912

*  Maclagen Committee on Co-operation (1914)

* The Bombay Co-operative Societies Act of 1925
*  Multi-Unit Co-operative Societies Act, 1942

There then followed a series of Indian Government First Five-Year Economic Plans

The First (1951-56), outlined in detail the vision of the co-operative movement in India and the
rationale for emphasizing co-operatives and panchayats as preferred organizations for economic and
political development and established the All India Rural Credit Survey Committee (1951)

The Second (1956-1961) established the Agricultural Credit Long-term Operations Fund. The National
Co-operative Development Fund was also established by the Central Government, during this period,
to enable states to borrow for the purpose of subscribing share capital of non-credit co-operative
institutions in the country.

The Third (1961-1969) stressed that co-operation could become the principal basis of organization in
branches of economic life, notably agriculture, minor irrigation, small industries and processing,
marketing, distribution, rural electrification, housing and construction and provision of essential
amenities for local communities.

In 1962 the Agricultural Refinance Corporation was set up by the Indian Government to provide long-
term loans to co-operatives, through Central Land Mortgage Banks.

102 https://www.iffco.in/en/corporate
103 Calculated on GDP per capita (as per World Co-operative Monitor 2021)
104 https://www.cooperation.gov.in/sites/default/files/2022-12/History of cooperatives Movement.pdf
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In 1963, the National Co-operative Development Corporation (NCDC) was established as a statutory
corporation by an Act of Parliament. The establishment of the NCDC gave a great boost to the growth
of co-operative marketing and processing societies.

The Fourth (1969-1974) provided co-operatives with management subsidy and share capital
contributions, as well as for the rehabilitation of struggling Central Co-operative Banks

The Fifth Plan (1974-1979) took note of the high level of over-due loans and recommended the
correction of regional imbalances, as well as reorienting the co-operatives towards the under-
privileged.

The Sixth Plan (1979-1985) also emphasized the importance of co-operative efforts being more
systematically directed towards ameliorating the economic conditions of the rural poor. More
legislation followed to establish the National Bank for Agriculture and Rural Development (NABARD)
in 1981 and the Multi-State Co-operative Societies Act in 1984.

The Seventh Plan (1985-1990) noted that while there had been some progress, poor recovery of
loans and high level of overdue debt were still matters of concern.

More legislation followed, including the Model Co-operatives Act, 1990, the Multi-State Co-operative
Societies Act, 2002, the National Co-operative Policy (2002), the Companies Amendment Act, 2002,
and the NCDC Amendment Act, 2002

In 2004 the Indian Government established the Task Force on the Revival of Co-operative Credit
Institutions which once again addressed the problems of defaults and late payment on overdue
loans.

This huge body of legislation since independence has only raised the GDP %age to 5.4%. This is partly
because it has concentrated on the reduction of poverty rather than developing co-ops throughout
the economy, and partly because many of the co-ops assist small farmers to trade directly, not
through the co-operative, so the turnover is not attributed to the co-op itself.
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Employee Ownership

In 1984 the Finance Act guaranteed tax reliefs for capital gains made in creating or transferring
businesses to Employee Share Ownership Schemes (ESOPs). The previous business owner selling up
could avoid all tax on the sale to these specific schemes, and the dividends and gains of the new
worker owners were also tax free. However, this did not apply to conventional worker co-operatives.
Profit-sharing and employee share ownership thus became the new be-all and end-all of the
Conservative "workplace democracy" programme.

As a result this is a very fast-growing sector of the wider co-op economy in the UK. It is a very specific
form of worker ownership, whereby the workforce place their shares in an Employee Ownership
Trust (EOT) which holds the shares and manages the company on their behalf.

John Lewis Partnership

The largest and best known Employee Ownership is the John Lewis Partnership which also trades as
Waitrose.

The original John Lewis opened a drapery shop at 132 Oxford Street, London, in 1864'%. Born in
Shepton Mallet in Somerset in 1836, he had been apprenticed at 14 to a linen draper in Wells.

By 1906 his business had grown despite the squabbles with his family and Lewis was able to buy a
controlling interest in the Sloane Square based business Peter Jones Limited, the eponymous founder
of which had died the previous year. Lewis walked from Oxford Street with the £20,000 purchase
price in banknotes.

Through the 1910s his son Spedan tried to introduce radical new ideas. His concept of 'fairer shares'
involved sharing gain, knowledge, and power not just with shareholders, but with the workforce. In
1920, Spedan started distributing Peter Jones preference shares to staff, who were referred to as
Partners. Then in 1926 Spedan took control of the company, and in 1929 he transferred the shares in
both companies to an Employee Trust for the benefit of the workforce. Its mission was “the pursuit
of happiness”.

Tower Colliery
The largest Worker Buy-Out (WBO) in Wales was Tower Colliery.

In 1994 British Coal closed Tower (and dozens of other pits across the UK). The remaining 15
operational pits were put up for sale. The closed pits were allegedly unprofitable.

There followed an active campaign to save Tower, and amongst other actions Ann Clwyd MP staged
an underground sit-in. This was important, as her presence prevented the National Coal Board (NCB)
from switching off the pumps and flooding the workings.

Of the pits up for sale, Michael Heseltine, Deputy Prime Minister, wanted at least one pit to be
bought by employees and set civil servants to work on this. John Redwood, the Secretary of State for
Wales in 1995, and also Director of Margaret Thatcher's Number 10 Policy Unit 1983—-1985 was
surprisingly supportive of the Tower campaign.

As the pit had been closed, all miners had been made redundant, receiving up to £20,000 each.

Led by local NUM Branch Secretary Tyrone O'Sullivan, 239 miners joined TEBO (Tower Employees
Buy-Out), with each pledging £8,000 from their redundancy pay-outs to buy back Tower. Against stiff
UK Government resistance to the possibility of reopening the mine as a coal production unit, a price

105 https://en.wikipedia.org/wiki/John Lewis Partnership
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of £2 million was eventually agreed, including 221 hectares of coal reserves (inc. those of Mardy
Colliery®) as well as the Tower shaft and equipment.

Phillip Weekes, the ex-manager of the South Wales Coalfield offered his services to the WBO. He
served as Chair unpaid. He had a long-established reputation as a sympathetic manager with
considerable success at resolving disputes and getting the best from his workers and had never
forgotten his roots.

The pit re-opened on Jan 3™, 1995. A year later in 1996 the first year’s trading results revealed sales
of 450,000 tonnes of coal for £18.6 million, a Group profit of £4.1million and Corporation Tax paid of
£1.9 million. The Company was re-valued at £11 million, 5.5 times the purchase price, and a dividend
was paid of £1,500 per employee. This was quite a turn-around for an allegedly unprofitable pit.
Indeed, the pit was so profitable that the start-up loan of £168,000 taken from Barclays was repaid in
April 1996, 9 years early!

From 1997 to the closure in 2008 the mine produced good quality coking coal (anthracite) which was
washed on site and sold to a number of customers including British Steel, Aberthaw Power Station,
and some was exported. However, of the 9 seams, only 1 was operated as the others had problems
with water ingress. In the early 2000s the possibility of opening up a new seam was considered, but
the workers lacked the resources to do this and the idea was abandoned. With hindsight this was the
right decision as coal usage was diminishing and the UK was being flooded with imported Chinese
and Australian coal. Deep mining at Tower ceased in 2008, and all the workers have moved on.

The WBO still owns the land and the mining rights, but in a society working to be post-coal, the
mining rights are of little value.

A growing sector

The growth of the Employee-Owned Businesse (EOB) sector continues though. The latest figures
available show that 388 new EOBs were established in the 12 months from June 2022 to 2023
bringing the total to 1,418. These are distributed as below:-

e 39.1% Professional services

* 13.2% Manufacturing

* 12.5% Construction

* 11.6% Wholesale and retail trade

e 8.3% Information & Communication

Virtually all of these are WBO conversions of existing companies because of the double tax
advantage. Whilst there is still a tax advantage to an EOB start-up, the attraction of the total control
that a pure worker co-op gives usually wins out.

Two schemes, the Share Incentive Plan (SIP) or an Employee Ownership Trust (EOT), make structuring
employee ownership or an employee buy-out feasible and rewarding for owner and employees alike.

The creation of an Employee Share Ownership Trust (EOT) creates two tax breaks'%’. These tax breaks
are not available for ordinary worker co-ops where the shares are held directly by the workers.

e Those selling their shares may do so free of capital gains tax.
e Once a company is owned by an EOT, it can pay annual bonuses to its employees free of
income tax.

There are two main conditions to enable the tax breaks:

106 Mardy Colliery was situated in the village of Maerdy, and its name was deliberately misspelled by the NCB. The worst
offender of this policy was Penrikyber Colliery!

107 https://postlethwaiteco.com/employee-ownership-trust-

eot/?gad source=18&gclid=eaiaigobchmigbr75bm6hamvijrgbh2wtan-eaayasaaeglxppd bwe#hd-block-4
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e The trust must hold more than 50% of the shares in the company.
e If employees receive any benefit from the trust, they must all be included and on the same
terms.
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Conclusions

It is important to remember that correlation is not the same as causation, so we need to look
carefully at the results of co-op development elsewhere and in the past in Wales and the UK to try to
tease out what works and what doesn’t.

Legislation

Looking first at India, it is obvious that a vast amount of legislation is not, of itself, the answer,
although looking at the Macora law in Italy it is clear it can be incredibly useful. The law can be a
hindrance, or it can open up possibilities, but it can’t do the job by itself. What is needed is a
combination of factors covering culture, knowledge, appropriate legal structures, and suitable
finance.

Localism

The history of co-op development in the UK shows that a plethora of local CDAs produced results.
The same also applies to economic development in general, although a co-ordinating role at national
level is useful as well. The local knowledge, easy availability, links to Local Authorities and other
economic development partners can ensure that sensible advice is available to people thinking of
starting a co-op. When all these factors were in place in the 1980s, and there was a concentration on
the creation of worker co-ops, their number rose to around 1,500 across the UK compared to today’s
figure of only 400.

Anecdotal experience indicates that many potential co-operators are still put off by business advisors
who do not understand the co-operative model, and if they are the first point of contact, then the
co-op option is not considered. Amongst the professions, lawyers, accountants, and mainstream
business advisers, co-ops are regarded as an option only for a minority of people and are anyway not
‘proper businesses’ and designed to fail. These same people will of course shop at John Lewis or
Waitrose but not put two and two together.

Funding

Funding for co-ops is always more difficult than for conventional joint-stock companies.
Co-operatives produce relatively small returns over time for their shareholders, so the type of
investor looking for quick profits is not going to invest. Sadly, this is now the way the typical investor
operates. However, there is a substantial body of investors looking for stability, security and an
ethical approach to business who have invested in and continue to invest in community shares. In
addition, the flexibility now available to pension fund trustees to consider a more holistic approach
to the benefits for their pensioners has enabled them to invest in mutuals and co-operatives to a
greater extent.

But for worker co-ops, funding remains a big problem. A small number of people raising a large
amount of money, particularly for an industrial production co-operative is not easy, especially if the
members are not especially rich, so external funds are essential.

In the countries where such funds, whether State funds or funds raised through legal requirements
as in France, Spain and Italy, the results seem to be best when those funds are managed by the
co-ops themselves in a federation.

Culture
Developing a “co-ops are a standard form of business” culture is also needed.

In Italy many mainstream businesses are co-ops, and for instance 98% of parmesan cheese is made
by co-ops, whilst in France 2/3 of all wine is made by co-ops. In NW France all schools’ books and
stationery are supplied by a worker co-op, and France’s main supplier of luncheon vouchers is also a
co-op.
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In Denmark, and now in the UK as well, the Arla!® dairy co-op is Denmark’s largest dairy product
producer with 9,000 farmer owners, and now operates in 30 countries worldwide. They are currently
investing £179 million at their Taw Valley Creamery® at North Tawton in Devon, which will create
another 100 jobs'!? there.

108 https://www.arlafoods.co.uk/about-arla/who-we-are/arla-farmer-owned-cooperative/
109 https://www.arlafoods.co.uk/about-arla/our-creameries/
110 https://www.itv.com/news/westcountry/2024-03-19/major-devon-creamery-expansion-to-create-100-jobs
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Recommendations
Putting Co-operatism on the Welsh Government map

The concept of co-operatism needs to be at the heart of all Welsh Government business. It is present
in the Social Business Wales support and in the Social Services and Well-being (Wales) Act 2014 but
is not part of most of the Welsh Government’s agenda.

The United States Agency for International Development!!! and the UK Foreigh, Commonwealth &
Development Office!'? both support co-operatives as part of the mainstream method of economic
development, but the same does not apply at home.

The United Nations supports co-operative development through its subsidiary, the International
Labour Office!!? (I1LO)

Recommendation 1

A Secretary for Co-operation to be created within the Cabinet Secretary for Economy, Energy and
Welsh Language’s portfolio in time for the second United Nation’s Year of Co-operatives in 2025

Building a Welsh Co-operative Federation

Experience in other countries clearly shows the value of co-operatives working together. This is in

fact an implementation of the fundamental identity of co-ops as expressed through Principle Six*4.

The experience in India shows how a considerable body of legislation and finance can produce
results, but these are not as great as in France or Italy where the financial support is managed and
administered by the relevant co-operative federation.

Recommendation 2

Welsh Government to support, financially and in kind, the creation of a Welsh Co-operative
Federation, open to all co-ops registered in Wales, to meet regularly, to communicate with the
Secretary for Co-operation, and to manage co-operative specific loan and grant funds.

Creating a Co-op Fund

A co-op fund could be created here in Wales, either as an independent co-operative financial
institution or in partnership with the emerging Community Bank for Wales, Banc Cambria.
Registering the fund as a CDFIl would enable investors to obtain Community Investment Tax Relie
at the basic rate of 25%. It could also accept investment from public sector pension funds via the
Wales Pension Partnership, subject of course to their investment criteria.

f115

By its very nature this would be a vital factor in the growth of the Welsh economy, and at the same
time an increase in the Welsh co-operative sector.

It could also establish a fund within the fund, as has been done in Québec, to invest in co-operatives.

However, what is clear from the European examples, is that the fund needs to be controlled by the
co-ops themselves, working together in a federal body. This ensures that the funds get to where they

111 https://www.usaid.gov/documents/usaid-cooperative-development-program-fact-sheet

112 https://www.gov.uk/government/organisations/foreign-commonwealth-development-office

113 https://www.ilo.org/global/topics/cooperatives/publications/lang--en/index.htm

114 https://ica.coop/en/cooperatives/cooperative-
identity#:~:text=The%20Statement%200n%20the%20Cooperative,and%20democratically%2Dcontrolled%20enterprise.”
115 https://www.gov.uk/government/publications/community-investment-tax-relief-citr-accreditation-of-community-
development-finance-institutions
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are needed, not to where an outsider, however well-meaning, thinks they should go. The only such
body in the UK at present is Co-operative and Community Finance!'®, but at present it only has £5
million in assets compared to the CFl in Italy which alone manages funds of over €200 million, or the
Laboral Kuxta bank in Mondragon which has assets of €27.7 billion. If we want the co-operative
sector to grow to the EU average of 5.5%, we need to commit a commensurate amount of funds.

The Development Bank of Wales currently manages funds of £1.9 billion**’, and if 5.5% of that were
put into a co-op managed fund, that would be a £105 million fund for co-op development.

Recommendation 3

Ringfence £105 million fund within the Development Bank of Wales to be allocated by a Welsh
Co-operatives Federation panel but remain within the Bank for management and administration.

Getting Co-op training/education into the mainstream

The majority of the professions in Wales (Accountants, Lawyers, etc) have very little understanding of
the co-operative model of business as it is not part of their training or qualification. No University
Business School in Wales offers a co-op module to their undergraduate or MBA programmes, and in
England these are only available at Exeter University!'® and Essex!'°. The Co-operative College has
already done some work on creating such a module as part of the YOUCOOPE project.

There are also some training modules produced by the Co-operative Councils Innovation Network!?°

which could be useful.

Recommendation 4

Encourage the creation of a co-operative module within a Welsh University Business School by
offering a Welsh Government sponsored bursary for up to 25 places each year.

Getting Co-operation into the Welsh schools’ curriculum

The pilot scheme to engage with schools in Wales and develop learning resources and materials,
which will be available bilingually and digitally ends on April 24", 2024. This has been led by Cwmpas
with Welsh Government support and was a recommendation of the Welsh Co-operatives and
Mutuals Commission in 20142, They stated “Learning about co-operation should be embedded in
the curriculum, explicit throughout the Youth Entrepreneurship Strategy (YES) Action Plan, at primary
and secondary level. The Welsh Baccalaureate should include learning about and through
co-operative and mutual principles.”

Recommendation 5

A co-operative module based on this work be incorporated into the Welsh School Curriculum

116 https://coopfinance.coop/about-us-2/

117 https://developmentbank.wales/about-us/funds-we-manage

118 https://business-school.exeter.ac.uk/module/?mod code=BEM3038&ay=2023/4&sys=0

119 https://wwwl.essex.ac.uk/modules/Default.aspx?coursecode=BE940

120 Co-op options Training — a partnership between CCIN Stir to Action and Co-op https://www.councils.coop/project/coop-
option-training/ Procurement Guidance to ensure co-op/social values https://www.councils.coop/project/translating-coop-
values-for-procurement/

121 https://www.gov.wales/sites/default/files/publications/2019-05/report-of-the-welsh-co-operative-and-mutuals-
commission.pdf
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Establish Co-determination as a Welsh business norm.

In Germany'??, and to a lesser degree in 16 other European countries!?® including Austria, Denmark,

Finland, Norway, and Sweden, workers are entitled by law to seats on the Board of companies.

Known as Mitbestimmung, the modern law on codetermination is found principally in

the Mitbestimmungsgesetz of 1976. The law allows workers to elect representatives (usually trade
union representatives) for almost half of the supervisory board of directors. It applies to public and
private companies, so long as there are over 2,000 employees. For companies with 500-2,000
employees, one third of the supervisory board must be elected by them.

According to a report by Sebastian Sick, head of the commercial law department for the Dusseldorf
based Hans Béckler Foundation!?* such companies experienced higher profits and less volatility, laid
off fewer employees, and were less likely to participate in share buy-backs or face hostile takeovers.
He attributes this stability to unique insights and perspective that employees provide to board
members in these corporate structures.

In Germany companies operate on a bicameral system, with an Operational Board overseen by a
Supervisory Board, so clearly the German model needs to be modified as in the UK we have mono-
cameral Company Boards. The basic principle can be applied here using the soft power of the Senedd
and would produce, over time, a cohort of experienced worker directors as well as more resilient
companies.

Recommendation 6

It is recommended that at least one employee representative on Boards to be mandatory for all
organisations employing more than 250 persons which are supported with Welsh Government
funds, whether ongoing support, specific grants, or loans. This is to be a condition of receipt of the
funding and shall continue for a minimum of 3 years after the end of the funding.

The re-localisation of co-operative business support

Experience in France, Spain and Italy shows the local support agencies can play an important part in
stimulating the development of co-operative businesses. Past experience in the UK supports this, and
in the 1980s there were over 100 local Co-operative Development Agencies (CDAs), four of those
based in Wales, and they produced over 1,400 co-operatives across the UK.

In Wales we have the largest Co-operative Development organisation in the UK (Cwmpas) yet over its
40-year life the relative size of the co-operative economy has shrunk. This is partly due to UK policy
changes but must also be due to its change over that time from an office in almost every Local
Authority area, to a centrally based service, as well as the run-down of Local Authority Economic
Development Departments which they had previously been able to partner with.

Past experience would also suggest that the same applies to conventional business support. Since
the removal of the geographic restriction on Welsh government supported Enterprise Agencies, most
have closed or merged to leave only Chambers Wales!?>, Business in Focus?®, Antur Cymru'?” — rural
enterprise, and Menter Mon'? — Ynys Mon, so most potential entrepreneurs don’t have a local
agency they can call in to and have a face-to-face conversation with an adviser with local knowledge.

122 https://en.wikipedia.org/wiki/Codetermination in_Germany

123 https://en.wikipedia.org/wiki/Worker representation on_corporate boards of directors
124 https://insigniam.com/in-germany-a-law-to-give-employees-a-voice-and-a-vote/

125 https://cw-seswm.com

126 https://www.businessinfocus.co.uk

127 https://anturcymru.org.uk

128 https://www.mentermon.com/en/
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Business Wales'? lists 35 separate support programmes, including Social Business Wales, but they
are all delivered from central locations.

Recommendation 7

A network of co-operative development centres be established around Wales based at the offices
of Welsh Government and the remaining four Enterprise Agencies where specialist staff can be
booked locally for face-to-face sessions, and which are equipped with suitable resources and tool-
kits.

Give Welsh farmers the strength of co-operative membership.

Prior to devolution there were agricultural development bodies in England (ACCA), Wales (WAQS)
and Scotland (SAQS), and at devolution the funding for these was devolved but not ring-fenced.

In England the funding continued, and was later was transferred to a new organisation, the English
Food and Farming Partnership (EFFP)'3. Their Government funding has since dried up, and they
continue as a small specialist consultancy.

In Wales, the Welsh Agricultural Organisation Society (WAQS) also lost its funding but continues as a
small consultancy and supports the Welsh Lamb and Beef Producers co-op*®L.

In Scotland the situation is different. The Scottish Agricultural Organisation Society (SAOS) which was
founded in 1905 continues as a farmer owned co-operative with a £6 million turnover, the majority
of which comes from Scottish Government grants, which did not cease at the time of devolution. As a
result, the Scottish agricultural co-operative sector is vibrant with a turnover of £1.5 billion*3?
(around 80% of the total Scottish co-op turnover) and gives considerable bargaining power to
Scottish farmers which Welsh farmers lack

Recommendation 8

Bring Welsh farmers together in a new or revitalised Agricultural Co-operative development body
in a new partnership with the two farmers’ unions, the NFUW and the FUW with Welsh
Government support.

129 https://businesswales.gov.wales/specialist-services

130 https://effp.com
131 https://www.wlbp.co.uk
132 https://saos.coop/whats-new/news/new-additions-boost-saoss-agri-co-op-membership
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