Some thoughts on Radical Routes' first social accounts

Alex Lawrie

(currently working for Somerset Co-op Services CIC, GO-OP and the Ecological Land Co-op, though these are personal views)
As a member of an RR associate (and former RR member co-op) I was thrilled to hear that RR had decided to embrace social reporting. The stronger an enterprise's social mission, the more keen one would expect it to be to want to prove and improve its outcomes; there had long been a mismatch between the intensity of RR's aspirations, and the lack of interest in assessing progress.

Now that I've had a chance to read it, there's a lot to like. The picking apart of RR's mission and detailed analysis of the objectives resulting from it are helpful; the stakeholder analysis brings to life the web of relationships RR is embedded in; and the survey of individuals paints for the first time a picture of who the people are, what they are doing and where they came from. As a co-operator who looks first and foremost to their co-op for a living wage, I'm glad to see recognition that RR has not served worker co-ops particularly well in the past.

However, there's nothing less helpful than 'jolly well done' so I'm going to take a deep breath and plunge into some criticisms. Absolutely no slight is intended to the fine people who carried out the work, and no claim to authority is made. This should be taken as a compliment to all concerned – people like me think this is interesting and important enough to be worth chucking some shit at it.

1. Sustainability: Is that all?

The summary admits that “Environmental sustainability seems to be embedded in the operation of RR and its members, but this area could be quantified in a future set of social accounts.” I'd have to agree.

To be fair, there is an excellent survey of the ways in which RR co-ops help individuals to reduce their personal impacts, and the decision not to attempt to quantify RR's direct impacts is defensible (for exactly the same reason that RBS telling us they use low energy lightbubs while not mentioning their loans to the oil industry is disingenuous). The real problem is that the wider environmental impact of RR's activities just isn't being assessed.

The main explicit reference has the distinct whiff of an excuse: “Co-ops generally need to buy cheap, buildings (which are often run-down or unmodernised), and need larger-than-average buildings to house more people than a standard family. This often means large Victorian houses with poor energy performance. However, economics means co-ops aim to keep rooms full wherever possible, while both economics and environmental concerns lead to using utilities such as gas-fired heating as little as possible, meaning energy consumption per head for co-op residents is generally lower than average.”

If energy costs per head are modest, then so are the costs of energy conservation. Large Victorian houses are not impossible to insulate – most aren't even listed or in a conservation area. RR spent most of the noughties struggling to lend while their members paid sustantial sums for fossil fuels only to shiver through the winter (I speak from personal experience). Yes, the handful of recent loans for energy efficiency projects are welcome – but what proportion of the potential for clean energy investment do they represent?

Similarly, RR has helped with the purchase of over 150 acres of farmland over the years (I think) – there should be a good story to tell about how it is being managed, but it isn't here. Or how about RR involvement in Transition Towns, Agenda 21 or other sustainability initiatives? Networks such as these are in many cases groping towards co-ops as a way to advance their aims – has RR been there for them? It's not covered here.

The nub of the problem lies in the objectives: only objective 5 even hints at sustainability, and it is almost entirely about 'internal culture'. The whole point of social accounting is that 'internal culture' is not enough – just because you sincerely believe you are doing good things does not mean you actually are.

2. Consensus in rules: not quite the first time

There is a claim that the current re-write of the Housing Co-op rules “This has led to the FSA/FCA recognising consensus decision-making for the first time.” Not so: since 2009, the Somerset Rules explicitly provide for consensus decision making to be included in co-op policy in such a way as to prevent majority decisions when there is a reasonable expectation that consensus could be reached. Just sayin'.

3. Unsecured lending: oh yes you can

Where the social accounts admit the failure to provide financial support to worker co-ops, they chuck in the excuse: “RR is legally restricted to offering secured loans”. I would argue that this simply isn't true.

The statement isn't referenced, but I believe it refers to the FCA's regulation of high risk investments – regulation exists to protect investors in loan funds from lending that is inherently high risk. Viewers of Channel 4's 'Bank of Dave' will have seen Dave struggling with precisely this. 

The fact is, his struggle was ultimately successful. The FCA exists to protect the unwary, not operate blanket bans on certain forms of lending. It may involve some compromise, it may involve some modifications to legal structures, it may involve some innovative loan contracts: but it isn't true to say that RR can't make unseecured loans. Where there's a will, there's a way.

4. Volunteers and staff: zero? Really?

In the standard human resources checklist provided by the SAN, RR's volunteer human resource is set at zero. The argument is, it seems, is that “we have no volunteers in the classic sense of a person doing work for us; all work is done collectively.” I haven't checked the dictionary definition of a volunteer lately, but I find it hard to believe that it excludes people working together. 

It is clearly true that someone who puts in many hours unpaid to put a roof over their own head is not a volunteer. It is also fair enough to say that someone working for a housing co-op which will house both them and others is in a grey area. But once you are working in a secondary co-op (and declaring an interest when issues affecting your own co-op come up) then you are quite clearly a volunteer. Frankly, many volunteers gain indirect benefits from volunteering – benefits to their CVs, to their social networking, or to their egos. RR doesn't do anyone any favours by denying the generosity and goodwill it relies on, or pretending that mobilising volunteers is organic and unproblematic.

The same thing has happened to the people who are paid to do work for RR: paid staff are, apparently, zero. This arises from the use of service contracts rather than contracts of employment – technically correct, but oddly similar to the way corporations pretend that low paid staff such as cleaners are nothing to do with them. RR has a deep discomfort with acknowledging that some work needs to be done to a consistent standard, and that means paying someone to do it. 

It all adds up to a vision of work being done effortlessly and magically, with no issues or limitations. That isn't true, and isn't helpful for future planning. 

6. The recent past: any lessons learnt?

One look at the graph on page 30 would surely pick out one dramatic event – the precipitous collapse of the reserves in recent years with five consecutive years of losses wiping out a third of the uncommitted resources of RR. If the freefall hadn't been arrested, RR would have been heading for insolvency by 2018.

I don't see any reference to this in the social accounts. There is no explanation of how it relates to other objectives, to experiences of members, or to other trends in membership and activity. The recovery is real, but it is only one year and rests on a surge in service payments and just three large loans in 2012. Have the causes of those losses been fully understood and addressed?

It isn't explained here. Two good predictors of both the decline and the recent recovery are attendance at gatherings and applications to join – and both have fallen in the last year (applications to join have fallen in the last two years). Gathering attendance has never got past the high water mark of 2000 – 2002. These do not suggest a decisive break with the drift and decay of 2007-2010.

The lack of any discussion around this seems to imply that financial data and social accounts are unrelated – poor results in one need not have any consequence for the other. If that is true – and it seems highly unlikely – it would imply that RR is not actually using its considerable resources to deliver social results, and / or that succeeding in achieving objectives is as likely to damage the organisation as strengthen it. Neither of these would be good things.

RR needs to understand what the relationship is between its financial results and its social results; and it needs to know that a further slide in reserves is being guarded against.

7. From mission to objectives: what happened to changing the world?

All social audits must use a fairly broad and brief mission statement to derive specific objectives. The trick is to do this in such a way as to reflect the breadth and balance of the original mission statement in the final social accounts.

There are three main elements in the mission statement (which has itself been painstakingly and I think sensitively extracted from various versions of the RR aims and principles):

- support people collectively taking control

- reduce reliance on and provide alternatives to capitalism

- establish linked bases from which to challenge capitalism

These have been used to generate five categories of objective:

1. Provide practical support to radical co-ops (eight subheadings)

2. Provide financial support to radical co-ops (eight subheadings)

3. Engage with external bodies on behalf of member co-ops (four subheadings)

4. Promote co-ops and campaign on issues relevant to co-ops (nine subheadings)

5. Promote and practice ways of running a society in line with our values (seven subheadings)

The first branch of the mission statement can, in theory, be delivered entirely through services to members. It is an internal goal: radical co-ops only have to join RR (and if they are radical co-ops, they should not find it hard) and support will be delivered to them, By contrast, the other two require outreach beyond the existing membership. You can't 'reduce reliance' with the same number of people in the same number of co-ops; you have to either enlarge existing co-ops or start new ones. You could provide the same social alternatives year in and year out, but the implication of the mission statement surely is that the range of available alternatives is not adequate yet -it needs to be widened further.

Similarly, promoting ways of running a society in line with RR values implies that RR does not believe enough people are currently practicing them – services to existing members, with those members remaining constant in size, won't be sufficient to achieve this goal.

Looking at the subheadings of the five objectives, only five (all in objective 4) relate to direct impacts beyond the existing members. So a mission that is at least two thirds about bringing new people into a growing network has turned into objectives that are six sevenths about serving existing members.

8. Operating statistics: that was then, this is now
“With the exception of loan applications (still rising and at a record high in 2012), no overall trend is apparent – activity levels in 2012 are roughly comparable to those in 2000... The numbers of co-ops receiving visits and/or support [also]... showed no clear trend.” Well, up to a point. If true, this would be a pretty modest claim – in twelve years, RR has not increased it's impact at all.

But is it true? In 2000, RR's reserves were £20k; in 2012, they were £34k. A measure often used in financial analysis is 'return on capital employed'; a similar evaluation can be used here. RR has lower attendance at gatherings, lower applications to join, and lower levels of support for co-ops overall despite having significantly more capital employed. Admittedly, social return on capital employed is clearly much better now than in the doldrums of the mid noughties – but if you are going to make the comparison between 2000 and 2012, the story is not one of stasis ('no change') it is one of significant decline. I suspect, though I have not done the maths, that the same story would emerge for triennial averages around those dates – it is not just a result of picking those two years.

Of course, £20k in 2000 was worth more then; inflation has eroded its ability to deliver returns. But inflation alone isn't sufficient to account for all of the decline (in fact £20k in 2000 is now worth £28,532) – and it is noticable that elsewhere in the social accounts, for example when looking at lending, graphs and charts do not correct for inflation but allow the impression that bigger numbers mean better results to stand.

In fairness, there is some recognition of this problem in the text. “The mean size of loans to co-ops has increased over the period by much more than inflation (RPI increase 1992-2012 = 80%). The average loan in 1992 was £4,857, the average loan in 2012 £43,000, almost nine times larger.” Well, that is true. But the next sentence somewhat undermines this by noting that “Size of loans fluctuates from year to year due to the small numbers of loans made, but the triennial mean shows a clear upward trend (see graph).” The triennial mean for all lending is £25,000 in 2012, which is only a five fold increase. Still well ahead of RPI – but is RPI the right measure to use, when the vast bulk of lending is for property purchases? 1992 is also a convenient year for a baseline – RR was very much in embryo, and for the only time in its history workers co-ops and housing co-ops were more or less in balance. 

Compare instead the period 2000 - 2002 with the period 2010 – 2012 and the rate of lending does little more than track the increase in house prices (roughly doubling). The story that RR is breaking all records in the level of support it gives member co-ops is tempting, but in fact the true story is that it is just starting to resume the levels of support that it achieved with less resources and experience a decade ago.

There is more: the UK has a significantly larger population in 2012 than in 2000 (61m rather than 57m, roughly – a 7% increase. That should mean more people, more co-ops, more activity. There are more houses as well, with building consistently outstripping demolition (about 8% growth over the period). That doesn't take away anything from financial performance, but it does mean that more is needed to have the same level of social impact within the UK. All these factors mean that an apparent stasis is better understood as retreat.

9. 'Natural size': an unexamined heresy
“Records show that RR has functioned as a network at a fairly constant level over the period. While lack of growth may be a concern, it has also consistently operated and provided support to members. It may be that RR is at its ‘natural’ size.”

Let's leave aside for a moment the question of whether RR is static or declining. Assuming it is static, does this mean that it has achieved optimum size and can settle down to just ticking over indefinitely? After all, people, trees, ecosystems all grow so far and no further – excessive growth is unhealthy. Is RR's 'steady state' approach a rational alternative to rampant, unchecked growth for its own sake?

The naturalistic metaphor is only employed once, but I think it is a subtext throughout the social audit. The objectives, as noted above, implicitly accept the idea that RR is largely about serving current members. This is in contrast to the mission, which takes the opposite view.

So what is the 'natural size' for an organisation? Organisations are in fact completely different to organisms: there is nothing in their nature that determines their 'adult' size. Instead, their development is self determined according to plans that can change radically. The metaphor of 'natural sizes' can be very misleading.

Some co-ops do have an obvious upper limit to their growth. A co-operative village shop, for example, exists to serve a specific community through a specific activity, and once it has 100% market share for convenience purchases its only task is maintenance. But in most cases, there are so many opportunities for diversification, new products, market share gains and so on that growth is almost always a goal that can usefully be pursued. 

This is particularly true when the organisations operating in the same market place are considered to be at a much lower level of ethical development. A consistent theme in the responses from individuals is that RR is unique – there is nowhere else to go if you believe in radical social change. 

If that is the case, then the 'natural size' for RR is when all the people sharing its values have homes without landlords and jobs without bosses. How close to that objective is RR? If you live in Manchester, Leeds, Brighton or Bristol, there is an RR co-op you can join – a base for challenging capitalism. But there are 69 cities in the UK; to have just one small housing co-op in each one would require RR to quintuple in size. There are 936 towns.

Or consider the number of individual people with radical values. It is hard to assess, as many don't vote in elections or join organisations, and others join vote for or join organisations that don't wholly reflect their views. But it is not hard to imagine that the RR values have strong appeal to something like 2% of the population – and if radical alternatives were more visible and better supported, it is likely to be closer to 5%.  At present, Radical Routes has 259 members; that's a market share of 0.025%, give or take. Is that really the 'natural size' of RR?

Of course, RR could set out to clone itself rather than growing; but I don't see any hint of that either. Instead, the social audit appears to accept that a token presence in a handful of cities is the best that can be achieved.

10. Recommendations: steady as she goes

To conclude, the pernicious belief that RR is big enough and should not mobilise labour in order to to drive the creation of many new co-ops that will join and borrow from RR, thus financing further growth and development, has led not to a 'steady state' in social impacts but to gradual decline at best and in many years abrupt slumps. Each such setback leaves the organisation weaker and less able to endure internal and external challenges.

Three big loans in 2012 have provided RR with an opportunity to turn things around, but the hints at the proposals that might come to future gatherings from the social audit team do not inspire confidence. “There is concern that individual co-ops are not meeting their commitments on promoting co-ops in their local area.” Well spotted – what's the solution? “...it may be that this commitment is unrealistic for some current members.” The only remedy on offer is to abandon one of the few externally orientated objectives.
“Worker co-ops are not currently receiving effective financial support from RR.” Again, tackling this would be a highly effective way to improve delivery of RR's mission. What's the medicine to be administered? “Given that RR is legally restricted to offering secured loans, but unsecured loans are likely to be more desirable to worker co-ops, it may be that RR is not in a position to provide financial support to these groups in a form they would want.” Once again, given the choice between change and admitting defeat, defeat seems like the more attractive option.

How about getting some people power on the case? “Of the individuals surveyed, 25% say they are doing less RR work than previously, only 7.5% say they are doing more.” Clearly not the basis for future recovery; what's to be done? “This may be a cyclical issue, but should be discussed.” This is one of the stronger recommendations.

RR's problems – as well as its undoubted strengths – are there for anyone to see in the social accounts, but the biggest issues seem to have the least emphasis. Solutions are not well articulated – in some cases, they are carefully avoided. Of course, solving problems isn't particularly the job of a social audit, only identifying them. I do hope that the members of RR collectively will make it their job.
