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FOREWORD

We are proud to present Co-operatives By Design for the use of those who are starting, or have
recently started, aco-operative. We hopeit will beauseful contribution.

Thismanua isbased on amanuscript initiated by theformer BC Ministry of Community

Devel opment, Cooperativesand Volunteers (CDCV), Co-op Branch. LedieRoss, Policy/Programs
Advisor at the Co-op Branch, directed thework throughiitsfirst phase. A number of individuals,
including some of British Columbia smost experienced co-op devel opers, Lyn Cayo, Marty Frost,
Melanie Conn, contributed to that manuscript in many ways. Marj Walsh and Bruce L acroix
provided technical advice. Wearegrateful tothem for their contributionsand pleased that CDCV
got thismanual * off theground’ and provided support toward itscompletion. In addition, financia
support hasbeen provided by supportersof the Ingtitute, in particular, Credit Union Central of British
Columbia, The Co-operators, Federated Co-operatives, and the University of Victoria

Sol Kinnisof the BCICS staff edited the original manuscript, did much of thefinal writing, and
prepared the layout. Sol aso sought theinput and received feedback on the content of the
manuscript from Nicole Chaland, PamelaEberhardt, Dr. Eric Morse, Gay Toner and members of
Local Global Co-op and the Solid Roofs and Autonomous Roots Housing Co-operative. Weare
alsoindebted to I nstitute staff, especialy Kristen Sinats, BriannaBrash-Nyberg and Liam Odéll, for
their helpinediting thefinal draft. Theresultisaguidethat iseasy to read, practica and thoughtful.

Our hopeisyouwill look upon the purchase of thismanual asbeing alittlelikejoining aco-operative.
Itisnot aproject that isever finished, that isever perfect. Wecommit to useall proceedsfromthesae
of thismanual to help fund revisions, additional manua sand supplementary materias. Further, wewill
alter, and add to, the information in Co-oper atives By Design aswe learn more about co-operative
development through our collaborative research rel ationshipswith co-operativesin British Columbia
and elsewhere.

Wead so ask for your help—think of it asyour contribution to an ongoing co-operativeeffort: pleasetell
ushow we canimprovethemanua, what we might add to it, and what other materialswemight provide
tohdp makeit moreuseful. Together, wecan makethismanua thecatalyst for animproved understanding
of how more peopl e can use co-operativesfor their own purposes and for the benefit of the communities
inwhichthey live... akind of accumulating collective or socid capital potentialy of immensevaue.

Kathleen Gabadmann |an MacPherson
Research Co-ordinator Director
First Edition
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INTRODUCTION TO THIS GUIDEBOOK

C o-operatives by Design grew out of a demand for resources for

co-op development. There are various resources on starting abusiness,
but few are specifically designed to address the unique challenges of
starting a co-operative business. While a number of helpful start-up
manual s have been written for co-ops, none contain the detailed business
information that new co-ops often require. Co-operativesby Designis
meant to fill that gap.

This guidebook is designed to reflect the values and principles of co- c .

. ‘ , o-operatives often start
operatives. For example, rather than plan how to ‘out compete’ your | i the aim of promoting
‘competitors’, Co-operatives by Design suggests how to Useyour CO-  the interests of the less
operative advantage and, whenever possible, towork with other co-ops,  powerful members of
small businesses and community membersto support oneanothertomeet  society. Farmers,
the needsof your membersand your community. Tohelpnew co-opslearn  producers, workers,
from old ones, we haveincluded redl storiesand quotationsfromco-ops ~ consumers and many
that highlight theinformation provided. Finaly, at theend of eachmodule ~ others have found they

thereisalist of resourceswhereyou can find moreinformationrelatedto ~ ¢an accomplish more
themodule. collectively than they can

individually.

Co-operativesby Designisdivided into 8 modules. Thisformat allows
youto acquirethemodulesyou want and letsyou usethemin theorder that
suits your co-op’s needs, whether you are a group of people with no
experiencein business starting aco-op for thefirst time, abusinessthat
wantsto become aco-op, or an existing co-op that would liketo expand.

Themodulesare designed to hel p people work through the process co-
operatively. Pages may be easily pulled out of the binder and divided
among the members of your core group to work through sections
individually and then return to the group to discussthe key points and
make decisions. It isagood ideato create another co-op binder, with
asection for each areabeing investigated, so al theinformation can be
kept together. Depending on the funding available, you may want to
hire someoneto co-ordinate the research and organisetraining sessions.

First Edition Co-operatives by Design
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HOW TO USE THIS GUIDERBOOK

Inmany ways, devel oping aco-operativeenterpriseislikedevel oping other
businesses. Both need asolid ideafor aserviceor product, and both require
acomprehensve bus ness planthat showslendersthe potentia of that idea.
Where they differ isthat aco-op is guided by co-operative values and
principlesandit isshaped through collective effort and democratic decision-
making. Thismakesthe businessplanning more complex, but it also means
theresulting co-operative corporationisstronger and morelikely to succeed.

The potential for successlargely rests on how well you work together
during the planning process, the quality of your work, both individually
and collectively, and how well everyone participates in making and
keeping agreements. Module 1 focuses on the peopl e part of organising
a co-op, with suggestions for building membership, communicating
effectively, setting goals and creating an advisory board. Keeping in
mind that the key to forming a new co-op is starting small, Module 1
also includes suggestions for conducting a pilot project.

Modules 2, 3, 4 and 5 help you take a closer look at the potential of
your co-op to succeed, and guide you through the research and planning
process. Thisincludesconducting afeasibility study and developing a
marketing strategy, operations strategy and afinancial plan. Module 6
will help you pull together all of the research and planning you have
doneand put it into aconciseformat to show potential lenders, investors
and members.

At some point, your group will need to decide when and if you want to
incorporate. If you incorporate, you can transact business, get loans
and licenses, sign contracts and purchase insurance without risking the
personal assets of co-op members. Your group may want to wait until
it has completed its business plan before incorporating. Waiting to
incorporate may give your group more freedom to create a financial
structure and membership agreement according to specific situations
you have anticipated and discussed. On the other hand, your co-op
may want to incorporate earlier in the process so you can recruit
members and negotiate with lenders sooner. You may even decidethat
becoming anincorporated co-op isnot necessary to achieving your group’s
gods. Module 7 will hel pyouto understand thelegal aspectsof operatinga
business as a co-operative; however, youwill still need to refer to your
provincia, stateor nationa regulations.

Finally, thefirst half of Module 8 provides advice on finding the money
your co-op needsto get started, and includestipsfor making your start-
up cashlast longer. The second half of the modulelooksat someof thelong

Co-operatives by Design
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term actionsyou will taketo operate asahealthy co-operative and be part

of alarger movement creating aco-operative economy.

Asyou embark on your co-op development, keep in mind that you are
not alone. An international principle of co-operation is* co-operation
among co-operatives’. If thereisasuccessful co-op inyour community,
ask if it will provide a mentor, preferably afounding member whose
experience and qualities complement those of your co-op members. A
co-op mentor can help you make decisions, provide advice, listen to
your concerns and celebrate your successes. Most of all, you will be
learning from someone who has been through what you are going

through and may be ableto answer any questionsyou have.

y

People

\\

Evaluation Vision
Opening Research
Outreach Planning
Incorporation
First Edition Co-operatives by Design
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Xii

HOW CO-OPS DIFFER FROM OTHER BUSINESS

MODELS

BottomLine:

The term bottom line
comes from the bottom of
a company’s income
statement, the figure that
reflects company
profitability. In a
company, the bottom line
is the profit after all
expenses and taxes have
been paid.

Thereare several different structuresavailablefor providing servicesor
sdlling products. Before committing to aco-operative structure, you should
closely examine the options available and their advantages and
disadvantages. Themost common organisational structuresarenon profit
societies, co-operatives, collectives, sole proprietorships, partnershipsand
companies. Collectives, sole proprietorships and partnerships are all
unincorporated. To become a society, co-operative or company, the
organisation or businessmust belegally incorporated. Thefollowing table
outlinessomeof themagjor characteristics of each structure.

Co-opsaredemocratically owned enterprises, controlled by memberswho
shareacommon need and see aco-operative asthe best way to meet this
need. Whilethe degree of member involvement varieswith the business of
the co-op, itssize, complexity and stage of development, every member
hasan equal opportunity to participatein the policy and decision-making
processthrough their elected board of directors. Thedirectorsareinturn
accountableto the members.

Thefirgt thing to recognise may bethat aco-operativeisabout mutud aid
and shared ownership. A person who prefersto work aloneor to direct the
work of othersisbetter off managing atraditional business. Co-opsalso
differ from companiesand partnershipsinthat they have multipleconcerns,
or bottom lines. A co-op needsto make enough money to succeed, but is
a so concerned about other “ bottom lines’, such asitsimpact onacommunity
or theenvironment.

Protecting the Environment

The Nelson Carshare Cooperative does more than just provide a
service to its members. The primary motivation for the co-op were
environmental ones. According to one of their members, “fifty
percent of the urban environment is paved and everybody'’s into
the individual ownership of a car or truck”. When people share
cars through the co-op, they help to reduce greenhouse gases by
driving fewer kilometres and by driving well-maintained vehicles.
They also reduce consumption and manufacturing of more
automobiles, and the associated pollution and waste from the
auto industry. Rather than spend money on automobiles, members
have decided to put that money into community-oriented projects
and businesses while reducing their impact on the environment.?

Co-operatives by Design
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Comparison of Co-oper ativesand Other Organisational Structures?

Distribution of

Purpose Ownership Control Surplus HELEN
Earnings
Unincorporated.
Benefits to I . Collective
Collective members or Members Ogene voteer’ Determrgds by menmbers have
society in general. ' ) full liability.
Members
Really has no ; . N
. Benefits for owners, seeks generally entitied Used to increase .D'Tec“’rs liability
Non-profit i . funding to one vote, but . limited. Members
Society C |erts or soclety unding from have Qr |rrpr0\{e not lisble
in general. members and the ey services to clients. '
2 public multiple votes or
general pubic. no votes.
Benefits for the Members tmited
members (i.e, One member, To membersin Subscription
Co-operative service, cost Members one vote. Proxy | proportion to use . ption.
. Lo . Directors have
savings and/ or voting limited. of service. limited liabi
dividends). v
Unlimited liability
Sole Profit for Sole proprietor Controlled by Income to the of sole
Proprietorship proprietor prop sole proprietor sole proprietor. proprietor.
Controlled by | Allocated among
Profit for partrers, typically | partners, typically | Unlimited liability
Partnership artrers. Partners according to time | according to time of partners.
P or money or money
invested. invested.
Based on number Shareholders
Profit for of voting shares limited to share
Corporation sherenolders on Shareholders held per ;%Silr:arip?r?c?n subscription.
b investment of time shareholder, P o isttrFT)m Directors have
or money. directly or by ' limited liability.
proxy.
First Edition Co-operatives by Design
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TYPES OF CO-OPERATIVES

Be creative. Create a co-
op that will meet your
needs and then find the
best way to describe it.

“We're a group of very
diverse people dealing
with very complex issues
and we know one form of
co-op doesn’t really fit us
SO we're going to try to
create something that
brings in all these
pieces.” — member,
Cowichan Community
Economic Development
Cooperative. 3

Co-operativesareasdiverseintheir structureasthey arein members. Like
people, itisimpossibleto create categories and expect every co-op tofit
into only one. Inreality, many co-opsinclude aspects of several types of
co-ops. Thefollowing list ismeant asan example of some of the general
typesof co-opsthat exist.

A consumersco-opisusually aretail outlet that buysproductsinbulk, sells
at market prices and passes on the savingsto the members. Unlike“big
box” storesthat also buy in bulk, the members of consumer co-opsown
their store and make decisions about what productsto sell, whether to
expand and other important issues.

A wor kers co-op provides employment, and may beabakery, food store,
printer, sawmill —virtually anything. The member-ownersoperatetheir
business together and make decisions about all the important issues
including wages, production methods and finances.

A producersor marketing co-op sellsthe products of memberswho may
befarmers, fishers, artisansor other producers. It allowsmembersto share
process ng and packaging equipment and pool their marketing toreach more
customers. A producer co-op can also market the services of members,
such asthose provided by musiciansor graphic artists.

A multi-stakeholder co-op includes different types of memberswithin
one co-op, with the rights of each class of membership set out in the
co-op’srules: for example, aproduce market co-op may bring together
farmers, customers and workers within one co-op.

A supply co-op includes members who get together to access products
or services necessary to their business operations: for example, this
type of co-operative may providefarmerswith lower-cost bulk products
such asfertilizer.

A financial co-op providesfinancial services such asinsurance, loans,
savings plans, and marketing services to their members who may be
individuasor organisations. A credit unionisafinancia co-op that provides
afull rangeof financia servicesto members.

A new generation co-op is a restricted-member marketing co-op that
adds value to producer goods through the joint processing of raw
commodities. The new generation model istypically applied to value-
added production in agriculture and forestry.

Co-operatives by Design
Introduction
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A social co-op providesaccessto essential community services. These
kind of co-opsareinvolvedindistributing servicessuch aschildcare, utilities,
transportation, recreetiond facilitiesand hedlth care. For example, ahousing
Co-0p isaservice co-op that gives members secure accessto apartment
unitsand houseswhich they own co-operatively.

A shared servicesco-opisoneinwhichindividual sand/or organisations
jointogether to purchaseaservicethey al need or to promotetheir common
interest; for example, groupsinacommunity may get together to promote
tourism.

Getting Groceries Beyond the Consumer

“The Growing Circle Food Cooperative”, incorporated in 2001,
“‘is a unique example of a multi-stakeholder co-operative. The
needs of all stakeholders are represented equally. Workers,
consumers and producers have equal voting rights and all have
representation on the board. Each group is dependent on the
co-operation of the other stakeholders to ensure its economic
success.” 4

Unlike most co-operative groceries, the Rainbow Grocery is
owned by its workers, not the consumers. Their worker-members
now number over 150 and all contribute to the collective decision-
making process. As a co-op, they have an open book policy for
members. All members have access to the co-op’s financial
statements as well as the co-op pay cheques and time cards of
their co-workers/owners. Rainbow Grocery Co-op’s success may
be partly measured by its finances, which include a 10% annual
growth rate with annual sales at around $7 million.®

First Edition
BCICS Copyright 2002
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INTERNATIONAL CO-OPERATIVE PRINCIPLES

“Co-operative ownership
by the consumer is a
thoroughly democratic
institution. It is a
movement of the People,
by the People, and for
the People. Through it the
People supply
themselves with the
goods and services they
require, without
exploitation or profit and
with mutual help and
service as their motive. It
is a co-operative service
at cost.” — People’s Co-
operative Bookstore
brochure, ND. 7

Thefollowing seven principleswere establishedin 1995 by the Internationa
Co-operative Alliance,® an organi sation of co-opsfrom around theworld.
The principles are based on the co-operative values of self-help, self-
responghility, democracy, equdlity, equity and solidarity, andtheethica vaues
of honesty, openness, socia responsibility and caring for others.

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

Democratic member control: Each member has one votein a co-
op. Members who are elected to the board of the co-op are
accountabl e to the membership.

Member economic participation: Members contributefinancially
to their co-op and make decisions about finances democratically.
Generally, surpluses are distributed to membersin proportion to their
participation in the co-op. Thisis called a patronage rebate and is
based on the amount members sell through the co-op, or purchase, or
the hours they work. Co-ops may also direct surpluses back into the
Co-0p or to other community activities approved by the membership.

Autonomy and independence: Co-opsare self-help organisations. No
one ownsaco-op except itsmembers. Co-ops maintain their autonomy,
athough they may have reationshipswith other organi sationsand may
receivefinancia contributionsfrom externa sources.

Education, training and infor mation: For members to participate
effectively in their co-op, education and training are important
components in co-op development and operations. Co-ops aso take
an educational roleabout co-opswith thegeneral public, especialy with
youth and policy-makers.

Co-operation among co-oper atives: One of the most important
strengths of the co-operative movement is that co-opswork in
solidarity with each other at the local, regional, national and
international level.

Concern for community: Co-ops are committed to work for the
sustai nable devel opment of their communitiesthrough policiesapproved
by their members.

. Co-operatives by Design
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END NOTES

1. Nelson Carshare Cooperative: acase study. (2002) Researched and
written by Colleen Shepherd.
http://web.uvic.calbcics/casestudies ndex.htm

2. Adapted from chart “ Comparison of Co-operativesand Other Types
of Business’ in Agricultural Co-operatives. A Start-up Guide. (1998)
AndreaHarris. Canada/BC Farm Management Program. British
Columbia, p. 2.

3. Cowichan Community Development Cooperative. Our Story: acase
study of developing acooperativefromthelocation of livingwitha
disability. Written by Pat Rasmussen. http://mwww.cowichanco-op.com/
index.ntm

4. Growing Circle Cooperative: acase study. (2002) Researched and
written by Kathy Drydenwith assistancefrom JanaThomas.
http://web.uvic.calbcics/casestudies ndex.htm

5. Rainbow Grocery, San Francisco. http://www.rainbowgrocery.org

6. International Co-operativeAlliance.
http:/Awww.coop.org/icalinfo/enprinciples.html

7. People's Co-op Bookstore: acase study. (2002) Researched and
written by Nicole Chaand. http://web.uvic.calbcics/casestudiesindex.htm
See a so Peopl €' s Co-op Bookstore’ s Website:

http://www.peopl escoopbookstore.com/
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ORGANISING A CORE GROUP

S tarting aco-op may seem overwhelming, but keep in mind that while

very few areeasy to Sart, millionsof peoplearound theworld, oftenfacing
extremechallenges, have successfully devel oped co-operatives. Remember,
co-opsdon’t start overnight and sometimesit may takeyearsto get going,
depending on the scale of your co-op, the experience of itsmembers, the
resourcesavailabletoit, the kind of businessbeing considered, and the
energy and commitment of the coregroup. Thisfirst modulefocusesonthe
peopl e part of organising aco-op: forming the core group; setting goals;
communication; and finding support.

Theinspiration for aco-operative usually comesfrom acouple of people
with agood ideaand avision who then recruit other membersor froma
group of peoplethat want to work together to realiseavision. Whatever
theingpiration, aco-op requiresacoregroup of peoplededicated to making
the co-op happen. These peopl e should be good |eaders. peoplewho will
comeout to meetings, work outsdeof group meetingsand committomaking
the co-op work.

Itisimportant to cong der thenumber of peopleinyour coregroup. Involving
alargegroup of peoplefrom the start may sow you down, but it canlead
to astronger plan with more dedication from members. Peoplewho are
part of theinitial development and decision making may feel adeeper
attachment to the success of the co-op, perhaps more than those who
comeinlater. If you plan onincorporating, you should check theminimal
number of membersrequired to formaco-op. In British Columbiaco-ops
must have at |east three members.

How to recruit members

e Word of mouth

e Put up posters where potential members hang out

« Distribute leaflets at public meetings and events

* Host a forum or discussion about co-ops or on an issue related
to your specific co-op

» Talk to associations

e Hold a public meeting or information session about the co-op
(be sure to circulate sign-up sheets)

e Hold public events, such as fundraisers or educational events
(for example, show a film or bring in a speaker that will bring
together people who may be interested in your co-op)

Always remember to get people’s contact information. They may
not become core members, but they may get involved at some
point.

Keys to Success:

* Feasible business idea
and thorough business
plan

* Sound business
practices

» Adequate financing

 Business and co-op
mentors

» Strong member
commitment

* Clearly defined roles for
directors and staff

* Ongoing member and
staff education

» Co-operation with other
CO-0ps

* Community participation

First Edition
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Think Ahead!

“Open a savings account
or petty cash fund. Have
your core group contribute
a manageable amount of
money from the start.
Even $5 or $10 a month
can make a huge
difference. This money
can be used for
incorporating, copying or
other petty cash items. It
also can be used as
savings, for start-up when
you are ready to ask for a
loan. Contributing even a
small amount of money is
a good way to value your
time.” Nicole Chaland,
Local Global Co-op.

The number of peopleyouinvolvewill vary depending on the number of
membersyou will need to run the co-op, the amount of time and money
required from members, and how soon you planto get started. A workers
co-op, for example, may only need three membersto start the business;
however, thisco-opwill requireas gnificant commitment from each member.
|dedlly, those three memberswill beinvolved from the start. A consumers
co-op, on the other hand, may require thirty membersto allow for bulk
purchasing, but their required commitment may be minima. Whilemost of
themembersmay comein later in the process, aconsumer co-op will till
requireacommitted group of peopleto conduct thefeasibility study, prepare
the business plan, recruit membersand seek financing.

Start-up Funding

Oneof thefirst activitiesyou might do asagroup isorganiseafundrai ser.
Therearemany costs associated with starting aco-op and, whilethiswill
vary considerably depending on the co-op, all co-opswill have at least
some small expensesfromthe start. Costsfor phonecalls, photocopying,
stampsand accessing internet may seem small, but they can add up quickly.
A fundraiser, such asagarage sale, abake sale at acommunity event, a
musicevent or afilm night can hel p bring your group together, raiseawareness
in the community about your co-op and put afew dollarsin your bank
account to cover smaller costs. Other costs, such as hiring consultantsor
training members, may requireraising money through member contributions,
government grants, foundation grants, or through local credit unions, co-
opsor other businesses. If thereisagrocery co-opinyour neighbourhood,
you might ask them to set up adonation jar at thetill. Some grocery stores
will givea5 cent token to every customer who bringsin their own bag,
whichthe customer dropsin ajar to support alocal organisation or project.

If you can accessaspecia government or foundation start-up grant, you
may consider hiring someoneto co-ordinate the research and devel opment
of your co-op, especidly if your co-op will bemore complex. Thisperson
should be ableto raise money, such asby writing grants, and be skilled at
networking and co-ordinating research. Inaddition, they should help the
core group by ensuring tasks are completed according to the group’s
schedule. They should not, however, beresponsiblefor devel oping the co-
op. Thedanger with hiring someoneisthat the group reliestoo heavily on
theemployeeto do dl the start-up work. Remember that starting aco-opis
agroup process.

Co-operatives by Design
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COMMITMENT

Thestrength of any co-op isitsmembership—assuming, of course, that the
membersare committed to devel oping asuccessful new co-operativeand
that they work well together.

Therearefour ma or commitments expected of co-op members:

1. Financid commitment: How muchisnecessary? Each member should
makeafinancid investment inthe co-operative. Any group or individud,
for example, acredit union, government agency, or some philanthropist
(if you' relucky!) that you approach for financial assistance, suchasa
loan or grant, will want assurance that co-op members have made
their ownfinancia commitment totheir co-op venture.

2. Timecommitment: How much timewill each member commit tothe
Co-0p?

3.  Commitment to organising: Arethe group’smemberscommitted to
developing the organisational aspects of the co-operative and
devel oping ademoacratic process? Do membersunderstand that the
processof devel oping aco-op takestimebut will likely lead to better
quality decisionsthan if aperson wasgoing about it alone?

4. Commitment to the co-operative model: Do you have acore group
whowill becometheinitia directors, carry through thelaunch of the
businessand, inthecaseof aworkers co-op, becomethefirst workers?
Youwill need at |east three membersto incorporate your co-op and
you need to be confident you can recruit enough membersto makethe
CO-Op a SUCCESS.

You will want assurancethat your co-op hasmemberswho are committed
to working together and sharing control aswell asresponsibility, and that
they trust each other and arewilling to sharel ossesand profits. For example,
you will want to know that members of aproducer-marketing co-op are
prepared to produce goods or servicesindependently and distribute and
market them collectively; that membersof aconsumersco-op will buy the
co-op’s products; and that members of aworkers co-op will producea
product or servicethe co-op can sell.

The best way to measure the commitment of membersiswith agroup
discussionwhereyou can record the agreementsthat should carry youinto
devel opment of membership criteria, work and investment commitments,
and operating policies.

First Edition Co-operatives by Design
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IDENTIFYING SKILLS

“The marketing,
organisational, legal skills
and mutual trust we've
learned in the food coops
have allowed us to
approach housing as a
problem which can be
solved. Before joining
Waterfront, most of us
ignored housing
altogether, using the self
preservation tactics of the
poor:

1. Make sure you have a
place to stay tonight

2. Be ready to move
tomorrow, and

3. Don't think about next

Liked| businesses, co-opsrequire peoplewith specidised skills. Thebenefits
of working co-operatively arethat one person doesn’t haveto haveall the
skills. Instead, the co-op bringstogether peoplewith the different skills
necessary to develop and operate the co-op. Four typesof experienceare
epecidly revant:

1. Technical: the skillsnecessary to producethe goodsor servicesone
wishesto .

2. Marketing: experience or education with themarket you areselling to
or theindustry you areentering.

3. Operdion: experienceor education with operating abusiness, including
managing thefinances.

4. Governance: experienceor educationwith group decision-making and
experiencewith co-ops.

Takeal ook at the skillsavailable among your members. Doyou dl havethe
sameskills, or do you havedifferent skills?

Usethefollowing chart toidentify your skills. In each space, record whether
themember hasno experience, minimal experienceor alot of experiencein
that particular area. You may want to be more specific; for example, someone
with experience in group decision-making should write that under
“governance’.

week.” * Technical M arketing Operations Governance
M ember A
M ember B
M ember C
M ember D
M ember Z
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Next, createaplantoincreaseyour group’sskill set. If thememberslack
aspecific type of experience, you may want to involve someonein your
community who hastheseskills, either asamember or asaninforma advisor.
Alternatively, you could hire someonewith the appropriate expertise; or
train current members.

Usethefollowing chart to createaplan for increasing your group’sskill set.
Remember that educationisakey principleof co-operatives. Whileoutside

Advisor
recruitment

M ember
recruitment

Training allile

Technical

M arketing

Operations

Governance

support isnecessary in some cases, training isessentia to aco-op’ SSUCcess.
Member education empowers membersto participate in the co-op and
distributespower moreevenly.

Whenyou are planning membership education, you may want to get together
with other co-opsor peoplein thecommunity. For example, if youwould
like to bring in a co-op developer to do a general workshop on co-
operatives, seeif you canfind other new co-opsthat areinterested in doing
thesame, and sharethe costs. Similarly, if you areseeking training, such as
bookkeeping, you may organiseashort training course and makeit open
to thecommunity. If each participant paysasmall feefor the course, aco-
opwithlimited start-up funding can till find the necessary member training.
Ontheother hand, aco-op that does havetraining money can open upits
workshopsfor free or diding scale, asaserviceto thecommunity.

Be creative when finding
outside support for the co-
op. Remember that their
participation could be very
much to their benefit. For
example, high school and
university students are
sometimes eager to help
in exchange for work
experience or to complete
a course practicum or
obtain school credits. If
your co-op has limited
funds, work out a trade: for
example, in exchange for
someone setting up your
co-op’s bookkeeping
system, your group might
offer a discount on your
product or service.

Sliding Scale: A system
of charging fees on the
basis of income. Those
with more money
subsidise those with less,
and help to make services
more accessible.

First Edition
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FIRST STEPS TO

PLANNING

“Everybody should have
the same vision ... A
common goal to keep the
C0-0p going.” — Brenda
Friesen, Advantage
Workers Co-0p.2

“The Mission of The
Growing Circle Food Co-
op is to enhance Salt
Spring Island’s economy
while fostering a vibrant
sense of community.
Linking producers and
community members
through a predominantly
organic food store, the
Co-op forms a circle of
local sustainability and
food security.” 3

Careful planning isvery important to the success of the co-op. Planning
beginswith visioning, aprocess of finding your common vision, values,
purpose and goals. Thesewill guide you in developing aco-op that will
meet the needs and desires of your group.

Visoningisanimportant sepinforming an organisationwithacleer direction.
Visioning aso hel psmembersexplainthe co-opideato others. It should be
doneearly enoughinthe process so that the members of the group havethe
opportunity to back out if they find they havean entirely different concept of
what the co-op should do.

Vision, Values and Purpose

A visoniswhat keepsthe group moving forward. Itistheinspiration that
hasbrought peopletogether inthefirst place. Your vision statement should
be about what thememberswant to seeinthefuture. If your groupisinspired
by something specific that needsdoing, thenyour visonwill bespecific. For
exampl e, thevision of acommunity forest co-op may bethat aparticular
areaof landisowned and managed sustainably by and for thecommunity. I
your groupisingpired by abigger pictureor ided, thenyour vison statement
will bemore general and say what the memberswould likethefutureto
look like. An organic food co-operative may envision aworld wherefood
isnot grownwith chemicals.

Values are the guidelines for how you will operate together and in the
community. The principles of co-operatives are based on the val ues of
honesty, openness, social responsibility and caring for others. Your groups
vauesmay be more specific. For example, ahousing co-op may hold asits
primary values affordability and the use of healthy building materials.
Articulating val ues hel ps memberswork through conflict and determine
prioritieslater on. A clear set of valuesa so hel p new membersunderstand
thegroup they working with.

The statement of purposeisthereason your co-op exists. It should state
theintention of themembersor what thememberswant to achieveby sarting
the co-op. Unlikeyour vision, your purposeis specific to what your co-op
intendsto do. The purpose of the organic food co-op that wants to see
food grown without chemicals, for example, may be*to promotethe use of
sustainable agricultural practices through education and to support the
production of organicfoodsthrough aretail food outlet and the purchase of
bulk agricultura supplies’. The purpose may bestated in 2 or 3 sentences.

Co-operatives by Design
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WORKSHOP 1. VISIONING THE CO-OP

Thedifference between vision, val uesand purpose can often be confusing,
and trying to keep them separate during abrainstorming session can be
evenmoredifficult. Thefollowing workshopisdesigned to help your group
vision, without getting bogged down by terminol ogies.

Time 2 or 3 meetings of acouple hourseach. Don’t try to
limit theworkshop to oneworking session.
Objective: To prepareavision statement, alist of values, and a

statement of purpose
Materials: Aflipchart or large piecesof newsprint and markers.

Activity One: Brainstorming:

Sart theactivity by choosing afacilitator and arecorder. Therecorder will
writedown all theideason theflip chart so that everyone can seeit. The
facilitator will help start the process by asking questions, and making sure
that people stick to sharing ideas and not discussing anyone else’s
suggestions. Here are some questionsto help start the process:

«  Why haveyou cometogether?

«  What issueshave created aneed for aco-op?
«  Where do you want to go with your co-op?

« How do you want to work together?

«  What impact do you want the co-op to havein the community and/ or
theindustry?

«  What product or servicewill you offer?
«  What will your co-op beknownfor?

« How will the co-op benefit the members?What do each of you want
personaly fromthe co-op?

Will theco-op or itsmembership belimited (in number, to aparticular
place, etc.)?

« How will thecommunity look different if your co-op issuccessful ?

Brainstorming:

A process of sharing ideas
without limitations. During
brainstorming, anything
goes. The person writing
down the suggestions
writes down all the ideas,
even if they seem
impractical, impossible or
even silly. It's also
important that the
participants do not discuss
the ideas during the
brainstorming activity.

First Edition
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Activity Two: Discussion

At the end of the brainstorming session, choose someone or work asa
group to rewritetheideas on three separate pieces of flip chart paper, one
for vison, onefor purposeand onefor values. If someideasdon’t seemto
fitinto any of the categories, note them on a separate piece of paper.

Onceyou’ vedivided up theideas, review each list asagroup and try to
identify the suggestionsthat get the most support. Sart withthevision, then
the values, then the purpose. Once you have these shorter lists, you can
open up discussion on those ideas. Ensure peopl e speak respectfully to
each other and challengetheideas, not the peoplewho proposed them.

At theend of the discussion, choose someoneto prepareavision statement,
alist of valuesand astatement of purpose using thelistsyou’ ve discussed
and modified asagroup. Findly, bring these statements back to the group
for feedback. These statements should reflect thevision, val uesand purpose
of thegroup, asthey will be used to determine your goalsand objectives
and will beincludedin any materialsyour prepareto promotethe co-op.

Co-operatives by Design
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SETTING GOALS AND OBJECTIVES

Goalsare designed to help moveyour co-op closer tofulfillingits
purpose. Clear and specific goa s can hel p keep your co-op headingin
theright direction. Be cautious, but not too cautious. Whileyour goas
need to berealigtic, you should make surethey are chalenging enoughto
help the co-op stretch and grow. Goal s should be attainableand redlistic,
whilemoativating you to reach and surpassthem. At the sametime, itisa
good ideato identify somegoalsthat you know your co-op can meet
fairly easily, sothat your group can get used to working together and
succeeding.

Objectivesare concrete, measurable, specific and achievable“targets’
you aretrying to reach. Objectivesare shorter term than your goals. You
should have aseries of objectivesfor each one of your goals. For
example, if your god is“totest thefeasibility of an artisans marketing
co-op” then your objectives might beto set up acraft tableat alocal
market for two months; to research thelocal craft market; and to meet
with other artisan marketing co-ops. Your objectiveswill beused to
createyour immediate plan of action and your businessplan.

Vision

First Edition
BCICS Copyright 2002
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WORKSHOP 2: SETTING GOALS AND OBJECTIVES

Time 1 or 2 meetings, about two hours each.

Objective:  To set short and long term goal sand objectivesfor
thegroup.

Materials.  Aflipchart or large piecesof newsprint and
markers.

Activity One: Setting goals

Have each member write down some goal sthat they can get enthusiastic
about and that they think areachievable. Start with individual goastoreach
ingx months, oneyear, and fiveyears. Your godsshould giveyou direction
during the devel opment process, aswell asprovidedirection for your co-
op'sbusinessplan.

Ontheflip chart, createthree columns: immediate goa s (6 months), short
term god s (oneyear) andlong term gods(fiveyears). Writed| of thegoals
people have come up withinto the columns, Can some goa sbe combined
into one?Which ones seemthemost redlistic?|severyoneableto settlefor
what seemsto bemost redlistic, or do somememberswant to stretch even
further? Decide together which goals or modified goalswill becomethe
group’sgodls.

Oncethegroup hasadopted agodl, it no longer belongsto theindividual .
Thegroup needstolet go of their attachment to aparticular outcomebecause
thegroup’senergy will influence how thegoa looksintheend.

Activity Two: Objectives

Onceyour group has set itsgoal s, brainstorm objectivesthat will serveto
help you achieve each one of thegoals. Do thisby creating three columns
onanew flip chart page. Inthefirst columnwrite out each of your goals. In
the second column, you will write down the objectives. Onceyou have
finished brainstorming the objectives, check each objectiveto makesureit
is

. Concrete

. Measurable
. Specific

. Achievable

Co-operatives by Design
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Inthethird column, write down how you will measure the compl etion of
each objective.

For example:

Goals Objectives Evaluation Criteria

- will have data on
participation and the
amount of money made

- to set up a craft table
at a local market for
two months

- to test the feasibility of | - to research the local - will have concrete
an artisans marketing | craft market data on the local craft
co-op market to be used in
the business plan

- to meet with other - will have met with
artisan marketing co- other artisan marketing
ops. C0-0ps.

Activity Three: Putting your objectives into action

Onceyou havedetermined your objectives, youwill needto prioritisethem.
You haveaready organised your goa saccording toimmediate, short term
andlongterm. You can now set actud datesfor completing your immediate
and short term objectives. You will comeback to your long term objectives
when you are preparing your business plan.

For your immediate and short term objectives, prepareaplan of action by
deciding what activities you need to do to make them happen, what
resourcesyou will need to accomplish them and who inthegroup will take
themon.

At the end of the workshop, schedule time to eval uate your goals and
objectives, and to make new ones.

First Edition
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PILOT PROJECT

| would say [take it] one
step at a time. First you
crawl before you walk,
walk before you run.
|...see us, if we succeed,
crawling for one heck of a
long time...” — Godfrey
Ferguson, founding
member, Warmland
Specialty Food Co-op.*

Thefirgt objectiveyou might consider doing asagroup could beto organise
apilot project. For example, agroup of doll makerswishingto start aco-
op may start with each interested member making afew dollsand selling
themtogether at aloca market. A pilot project helpsto give peopleinterested
in starting abusiness atangibleideaof how many membersare needed,
what isinvolved inworking together, andin thisexample, what isneeded to
makeand sdll dolls.

A pilot project dso allowsyouto start small and be practical. A consumer
co-op might start with afew memberscollectively ordering somegoodsin
bulk, then adding membersand inventory with each new order, al of which
could beginlong beforeleasing astorefront. A group of studentswho want
to start ahousing co-op might begin by leasing ahouse either asacollective
or aco-op long beforethe co-op purchases any property.

Starting with a Pilot Project

“The Koocanusa Value Added Cooperative owes its existence to
the successful outcomes of a pilot project conducted by some
members of the East Kootenay Value Added Society (EKVAS),
an association made up of small sawmill operators,
remanufacturing operators, and log home builders, among
others.” With financing from Community Futures, seven
members from the society formulated a pilot project that would
test the benefits and possibilities of independent mill operators
working together. The project included co-operatively locating a
buyer, purchasing bulk logs at a discount price (something they
could not do as individuals), and consolidating the wood at the
College of the Rockies, where they then graded the wood and
divided it among the participating millers. In the end the millers
used and sold every bit of the wood. Due to its financial and
operational success, the group decided to form a co-operative
business based on the structure of the pilot project. ®
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GOOD COMMUNICATION AND EFFECTIVE MEETINGS

Communicationisacornerstoneto any co-op activity, anditisespecially
important asyou develop your business. You should hold regular meetings,
probably at least once aweek, so you can share information, consider
overal progress, assesshow well you areworking together asateam and
set somegoal sfor your next meeting. Effective meetingsareagreat way to
build member enthusasm and accomplish gods. Likeanything e seinvolved
inbusinessdevel opment, it takeswork to organiseand run agood meeting.

It helpsto find someonein your community who canwork with your group
to build facilitation skillsso memberscan taketurnsfacilitating your regular
meetings. You will find asyou devel op the plan that you will continueto
strengthen your communi cations skillsand find waysto improve your
working partnership.

Herearesomeadditional tipsto help you arrangeand run effective
meetings.

* Sendout noticeswell in advanceand clearly statethe reason for mesting.
Includereevant documentsthat have not yet been distributed such as
minutesfrom thelast meeting and any reportsand recommendations.

» Makesureyou have an agreement in advance about how many people
need to be present, and whoiseligibleto makedecisions. Onceyou are
incorporated, your rules or bylawswill set aquorumand determine
whether the chair can cast adeciding voteintheevent of atie.

» Setout aprocessinadvanceor at the start of the meeting for making
decisons. Theserulesshould not be complicated, and participantsshould
understand thereasonsfor them. Itisusually wiseto agreein advance
that everyonewould participateif aconflict resolution or mediation
process became necessary.

» Keeptrack of all agreementsand who madethem. Evenif aformal
motion has not been made, agreements should be noted inthe minutes.
Agreements made outside of ameeting should beincluded in areport
or formalised through arecommendation brought to the meeting. You
may wish to create abinder whereyou keep all your minutes, witha
section specifically for recording any new policiesyou create. Keep
them as records of what has gone on in the past, and remember to
review themoccasonaly.

Quorum:

Minimum number of
members needed to make
decisions.

“You can’t be narrow-
minded in this. You've got
to keep an open mind to
things, I think, in the co-
op.” - Brenda Friesen,
Advantage Workers Co-
op. ©
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DECISION MAKING

Comparison of decision-making techniques

Participatory Decision
Robert’s Rules Consensus M aking
Members must agree to use Members must agree to a set of | Members agree to four core
Robert’s Rules of Order or a guiding principles: democracy, values: full participation;
Guidelines | modification of those rules. responsibility, co-operation mutual and co-ordinated
together, honesty and understanding; inclusive
egditarianism. solution; shared responsibility
1) Motion made 1) Ideas proposed by members. | The method of conducting the
2) Motion seconded Facilitator calls for discussion. meeting is secondary to
3) Chair opens discussion 2) Facilitator tries to ensure respecting the core values.
4) Each member has the right to | participation by all through Whether you use mgjority
cal for avote. A vote is first techniques such as brainstorming | rules or consensus, try to
Conduct | called on whether or not to end | or each person speaking inturn | enstre that everyone's voices
discussion. around the table. are heard and their needs,
5) After memmbers are heard, the | 3) Facilitator keeps discussion goals and poirts of view are
chair calls for a vote on the focused on the proposed idea respected and that difficuit
motion as proposed or and summarizes the idea as issues are raised.
amended. ammended through the
discussion.
Through vote mgjority rule. A Through consensus. Facilitator Whatever the decision making
group may require a 75% may test for consensus at any process, al members must
megjority for a motion to pass, point. There are 3 responses. share responsibility for
but typically 50% plus 1 is Consent: Yes | agree and will creating and developing
Decision | sfficient for a motion to pass. participate sustainable agreemerts, giving
M aking Sand aside: | don't fully agree, | and receiving input ,and
but can live with the decision. | | implementing the proposals
will/l won't put my labour into they endorse.
meking it happen.
Block: | cannot consent and |
commit to seeking a solution that
is agreeable to the group.

Disclosure of Interest

Any member who standsto benefit morefrom adecision than other members must disclosethisfact. This
also appliesto anindividua representing another organi sation at the meeting. Therecorder should notethis
intheminutesand indicate whether the member making thedisclosureispresent for thediscussion. If there
isapotential conflict of interest, it isimportant to not only do theright thing, but to ensureitisrecorded.

Thisisparticularly important if your organisation hasreceived or will receivefunding fromany public source.
Theminutesserveasalega record of who participated in each decision, which may beimportant if you ever

need to provetherewasno conflict of interest.
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SAMPLE AGENDA

Thefollowing agendaisprovided asasample process. For many
groups, especialy small co-opsintheearly stages of development, this
agendamay betoo formal. We suggest you adapt it to the processthat
worksbest for your group.

Agenda for the Meeting of the (name of group)
(Date - Time - Place)

1.  Adopt agenda: Any member entitled to participate can
recommend atimelimit onthe meeting, on aspecific agendaitemor on
both. If oneitemistakingtoolongto discuss, it might be better to
scheduleaspecia meetingto ded withit.

2. Call theroall: If thereisany question about the quorum, itisbest

to take attendanceformally. In alarge meeting, when not everyone
present isamember, it isimportant to have someway to distinguish
registered voters such asvoting cardsfor ashow of handsor ballots
issued whenvotersarrive. Although aformal roll call isnot necessary at a
small meeting, therecorder will notewho ispresent andwhoisabsentin
theminutes.

3. Adopt minutes of the last meeting (as distributed or as
amended): If al membersareéigibleto participateinthemeeting have
not received acopy of theminutes, they should beread aloud. Each
member hastheright to request that the minutesbe amended if they do
not accurately reflect thedecisionstaken, actionsassigned or views
expressed at themeeting. If the other members agree that the minutes of
the previous meeting should be changed, the changesare notedinthe
minutesof the current meeting, and the past minutesare approved “ as
amended”.

If there are many changesto be made, you may want to defer approval
until changeshave been madeintheorigina minutes, and new copies
distributed; if thishappens, it should be noted on each copy of the
origina minutesthat they have been replaced, and on thereplacement
minutesaswdll, to avoid confusion | ater.

4.  Oldbusiness: Thisisfor businesscontinuing fromthelast meeting.
If arequest for action or information was made at aprevious meeting,
you can include acopy of theresponse or report with the agendaor note
that it has been received and will beread at the meeting. A copy should
awaysbefiled withtheminutes.

Vote on the little stuff and
come to consensus on the
big stuff. Deciding what
colour to paint the wall is
better left to a simple
majority decision. If most
people like the blue, go
with the blue. However, if
you are deciding on the
cost of membership
shares, you want to make
sure everyone can live
with the amount you
choose.
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Facilitation:

A facilitator is not the
same as a leader or a
chairperson. A facilitator
accepts responsibility to
help the group
accomplish a common
task, to move through the
agenda in the time
available, and to make a
necessary decision and
plans for its
implementation. A
facilitator makes no
decisions for the group,
but suggests ways that
will help the group move
forward. He or she works
in such a way that the
people present at the
meeting are aware that
they are in charge, that it
is their business that is
being conducted, and that
each person has arole to
play. — Berit Lakey,
“Meeting Facilitation” ’

5.  Management and Committee Reports:

a. Updates: Itemsthat do not require action or adecision, but are
relevant. You may wishtoinclude actionitemsthat are not yet due, as
areminder to the person(s) involved. Thereisno debate on updates.

b. Decision Required: Itemsthat require action or directionfromthe
membersattending thismesting.

6.  NewBusiness: New business may be scheduled on the agenda, or
may be brought up by individualsprior to approving the agendaat the
beginning of themesting.

7. Announcements, appreciations, and meeting evaluation:
Scheduleatimewhen members can mention upcoming eventsand items
of general interest so you aremorelikely to stay ontrack during the
meeting. Thisisa so an appropriatetimeto say thank you for thework
volunteershavedone. If you a so takethetimeto eval uate each meeting,
your memberswill increasetheir facilitation skillsand your meetingswill
becomemoreeffective.

8.  Set next meeting time and place.

Flexibility and Support

In 1995-96, the Cowichan Community Economic Development
Cooperative (CCEDC) was formed to provide business-related
and social support to persons with disabilities wanting to engage
in work and generate economic activity. The members of
CCEDC chose the co-operative model in order to
“accommodate the complex and fluctuating energies and
abilities of people with disabilities.” Through the co-op, members
have found the support network they need to work. According to
one member, the co-op “enables us to work collaboratively and
complement each other’s skills and share resources...and work
with people who can recognise our skills, abilities and our need
for accommodation.” &
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Why People Co-operate °
Economic Reasons

« Market not providing needed goods and services
« Pricesaren'tfair or affordable

«  Memberscan savemoney by pooling their buying power or other

resources

« Workersor producersarenot getting afair returnfor their [abour

« “Depressed” areawith alack of outsideinvestment
Social reasons

«  Community building

« Desretobeof service

«  Overcoming socia barriersor disadvantages
»  Groupsynergy

Philosophical Reasons

 Vaueco-operation over competition
« Vaueequity and economic democracy
« Vauesocid good over persona gain

Per sonal Reasons

« Haveneedsthat can be met only by working with others
+  Opportunity to meet and interact with other people
« Learningand/or sharing skills

What Inhibits Co-operation

« Money asaprimary motivator
 Impatiencewith collectivedecison-making
« Unwillingnessto delegateauthority

« Dedretoavoid conflict

«  Compstition

«  Genera lack of knowledge about co-operativesand how they

work

Moving Forward:

“Moving forward has
revealed many of the
challenges facing co-op
members who live with
varying degrees of abuse
... either at home, in their
past, which affects the
present, or through
involvement with friends or
relatives. Because they
are a caring community
and are all closely related
to each other through
family ties, members of
the co-op are often
affected and not always
available to participate in
the group project ... Unlike
a conventional business
where the lives of the
employees are shaped
around the business, our
co-op needed to be built
around the lives of the
members.” This has
meant that “a great degree
of flexibility needed to be
built into organising the
project.”

— Pamela Eberhardt,
Circle of Dollmakers °

First Edition
BCICS Copyright 2002
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MINUTES

Minutesaretheofficid record of thediscussonsand decisonsof ameeting.
They remind partici pantsof what wasdoneat previous meetingsand they
keep track of agreements. When approved “ asdistributed (read)” or “as
amended” and signed, they becomeboth ahistorical and legal record of
group decisions.

Therecorder keepstrack of whoisin attendance. If membersarrive after
decisions have been made or leave before al decisions have been made,
their arriva or departureisnoted in the body of the minutes. The names of
those who should be present, but are not, are also noted, usually under
“regrets’. Thename of therecorder should appear at the beginning or end
of theminutes.

Membersvoting on amotion may call for arecorded vote. Therecorder
then includesthenamesof thosevoting for and againgt themotion following
theresult in the minutes. Votes may also betaken by roll call, with each
member registering their votewhen thechair cdlstheir name. Balotsmay
be used at amember’srequest if theissueisconfidential. A motionfor the
destruction of balotsisrequired.

Keeptrack of discussionson controversial subjects, when adecisonisnot
going to be made until afuture meeting, and about “values’. Point formis
fine, and speakers should not beidentified.

Keepan*“action by” section, recording who said they would dowhat, and
by when, sofollow up and reporting can happenin an organised fashion. It
helps to put a copy of al actions in the upcoming agenda file of the
appropriate committee or group, indicating where the action comesfrom,
e.g. board meeting 09 December 2001.

Themembersin attendance at the meeting, or two persons designated by
them, should sign and number each page of the official minutes. In some
cases, financid ingtitutionsmay want to seeacopy of your minutessigned
by al themembersin attendance, such aswhenthedecisontogivecertain
memberssigning authority hasbeen made. If you e-mail minutesto group
membersit isespecialy important to keep adated andinitialed copy since
it becomesvery easy to changeinformation whileretaining thelook of the
original. You may want to keep two or three signed copiesin different
locations, to guard againgt loss. Include any policiesyou develop or change
inthebody of the minutesfrom the appropriate meeting, but a so put them
into apolicy format and filethem separately inthe* policy” filefor easy
reference.

Co-operatives by Design First Edition
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SAMPLE MINUTES FORM

Minutes of the Meeting of the (name of group)

Date: Time:
Place:

Motionsarerecorded as:
Moved by: (name) Seconded by: (name)
To..... (example: To adopt the agendaasdistributed)

CARRIED/ DEFEATED or TABLED UNTIL (DATE).

Action By Whom By When

Minutes approved by the (name of group)

Signature of Chairperson Date of meeting wheremotionto
approvewascarried

First Edition Co-operatives by Design
BCICS Copyright 2002 Module 1: Getting Started
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SAMPLE POLICY FORM

Policy Number: Policy Name:

Purpose:

Policy:

Adopted by (name of group) Date:

Revised or replaced: (date)

SAMPLE REPORT FORM

Report from: Committee

To:
Date:

Recommendation:

Justification/Background (Summary &/or Attachments)

Prepared by:

Approved by: Date:

Revised or replaced by:

2 Co-operatives by Design First Edition
0 Module 1: Getting Started BCICS Copyright 2002



DEALING WITH CONFLICT

If thereis disagreement at this stage, it isimportant to deal withitina
healthy, constructiveway. Membersor potential memberswho feel they
have been treated unfairly may end up working against the co-op inthe
future. Thisdoesnot meanitisnecessary, or even desirable, for everyone
to agree all the time, but it does mean that any differences must be
acknowledged inan gppropriate manner. If you areableto bringinaskilled
facilitator or co-operative devel oper, they can help you learn how to manage
disagreement. If you require the support of amediator, aco-op federation
may havealist of recommended mediators.

Skills for resolving conflict and creating successful human relationships

DO | WANT TO RESOLVE THE CONFLICT?
Be willing to fix the problem.

CAN | SEE THE WHOLE PICTURE NOT JUST MY OWN POINT OF VIEW?
Broaden your outlook.

WHAT ARE THE NEEDS AND ANXIETIES OF EVERYONE INVOLVED?
Write them down.

HOW CAN WE MAKE THIS FAIR?
Negotiate.

WHAT ARE THE POSSIBILITIES?
Think up as many solutions as you can. Pick the one that gives everyone more of what they
want.

CAN WE WORK IT OUT TOGETHER?
Treat each other as equals.

WHAT AM | FEELING?
Am | too emotional? Could | get more facts, take time out to calm down, tell them how | feel?

WHAT DO | WANT TO CHANGE?
Be clear. Attack the problem, not the person.

WHAT OPPORTUNITY CAN THIS BRING?
Work on the positives, not the negatives

WHAT IS IT LIKE TO BE IN THEIR SHOES?
Do they know | understand them?

DO WE NEED A NEUTRAL THIRD PERSON?
Could this help us to understand each other and create our own solutions?

HOW CAN WE BOTH WIN?
Work towards solutions where everyone’s needs are respected.

Source: Fighting Fair: A Guide. The Conflict Resolution Network. © This CRN material can be
freely reproduced provided this copyright notice appears on each page.*
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GETTING SUPPORT

“We recommend
shopping around for all
professional services.
There are many co-op
developers and
consultants; each one
does things a little
differently and has varying
fees. Find out who is best
suited to the personality of
your group and project.
Ask for references and
talk to other co-ops about
their experiences.” —
Pamela Eberhardt, Circle
of Dollmakers.*?

Key Contacts

Many new co-ops start to really work when the members activate their

contact networks. These networkscan hel p you:

Get important first sales as people begin to hear about your co-op and
know you arefor redl.

Get abreak on costs, such asofficefurniture, rent, and payment terms
for supplies.

Provideyou with important referencesand referral sthat will helpyou
getsdes.

Keepalist of key contactsthat includesthefollowing:

The contactsyou have, the organisation they arewith and the skillsor
experiencethat are valuableto your co-op and how to get intouchwith
them.

When you contacted them and any follow-up you agreed to make.
The contactsyou require or want to have.

Youmay want to formaliseyour use of contactsby making aforma schedule
to meet with each one. Be sureto record theresultsof your meeting aswell
asthedateyou met. List some of the moreimportant connectionsyour co-
op wantsto make or revitalise during the start-up period.

Key ContactsChart
Person/ Skills/ Contact #/ Date Agreerments M ade
Organisation Experience Address Contacted g
Donna Dedler, Salty | Commercial 534-8945 May 3, 2002 | Shelll call back with
Lake Credit Union mortgage loan more info on loans
advice available
Salty Lake Housing | Statistics on housing@salty- Mav 7. 2002 We need to go to
Association housing lake.ca Y1 office for info
. Fundraising for
Gabrielle Devenue affordable housing 534-5585 May 7, 2002 | Call her back May 9

Co-operatives by Design
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Baby Steps

Pamela Eberhardt is from the Circle of Dollmakers Co-op, a
developing co-op whose members are Coast Salish women
dollmakers. After several years of organising, Pamela has
learned that it is important to build your co-op gradually, taking
baby steps, rather than bringing too many things together at
once. “l would like to say that there are a number of ways we
could have been more effective in organising the Circle of
Dollmakers. First and foremost is having ongoing production;
making dolls and getting them out to the public in as many
different ways as possible: craft fairs, Pow Wows, donating
some to groups for fundraising, seasonal events such as
Christmas or selling at malls, for example. Direct sales would
have engaged us in the basic principles of business as well as
given us the confidence in reaching our goals.” 3

Advisory Board

Any sort of business can use an advisory board —agroup of peoplewho
can put in sometime and who have skillsor contactsyou need. You will
probably need advisorswith knowledge of insuranceissues, legal matters,
bus ness operations, and marketing, anong other things. Experienced co-
operatorsinyour community may bewilling to work with new co-opson
devel oping operationa processesand strengthening co-op principles. Recent
retireeswith experienceinagivenindustry or inafunction such asfinancia
management can be useful resources; former entrepreneurscan provide
much-needed empathy when thingsget rough.

Theadvisory board hasno legal status, and normally does not meet asa
group. Most advisory groupswork onavoluntary basis. Oftenthey are
just availableto call for advice asneeded, or arethanked with aquarterly
meeting over ameal, with the co-op picking up thetab.

Whatever you do, don’t mix up professiona advisorswith advisory board
members. If your co-op canfind alawyer and/ or an accountant who want
to volunteer, besureto usethem only inan advisory capacity. Don'ttry to
turnyour volunteer advisorsinto your accountant or lawyer. Evenif your
co-op is not-for-profit, you will need to budget enough money for
professiona services. A poss ble exception to thiswould be an accountant
who might prepare an annua statement for the membership.

First Edition Co-operatives by Design 2
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REVIEW OF MODULE 1

Inthis section we have covered thefollowing:

Forming acoregroup of committed memberswiththeskills,
experienceor training needed to devel op the co-op

Conducting apilot project asamode! for your co-op

Developing aclear vision, statement of purpose, and aset of goalsthat
will lead you through the devel opment process

Creating alist of contactsyou will need throughout the devel opment
process

Developing aprocessfor working together that suitsthe needs of your
co-0p

Setting up an advisory board to hel p guide your co-op

Co-operatives by Design
Module 1: Getting Started
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Waterfront Consumers Co-op: a case study. (2002) Researched
and written by Nicole Chaland. http://web.uvic.ca/bcics/
casestudiesindex.htm

Advantage Workers Co-operative: a case study. (2001) Researched
and written by Nicole Chaland. http://web.uvic.ca/bcics/
casestudiesindex.htm

Growing Circle Cooperative: a case study. (2002) Researched and
written by Kathy Dryden with assistance from Jana Thomas. http://
web.uvic.calbcics/casestudiesindex.htm
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Researched and written by Lloy Wylie. http://web.uvic.ca/bcics/
casestudiesindex.htm
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Berit Lakey. Seattle, WA: New Saociety Publishers. This publication
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information. It isavailable on-line: http://www.dcn.davis.ca.us/go/
kjwolf/

Cowichan Community Economic Development Cooperative. Our
Story: acase study of devel oping a cooperative from the location of
living with adisability. Written by Pat Rasmussen. http://
www.cowichanco-op.com/index.htm

Maodified from workshop handout. Author unknown.

Circle of Dollmakers: a case study. (2002) Researched and written
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TESTING THE FEASIBILITY OF YOUR CO-OP IDEA

B y now you should have acoregroup of members, ready to conduct a
feasibility study of your co-operativeidea. A feasibility study issmply a
fancy namefor looking into whether or not your co-op will work. Thisis
done by looking at the potential market for the product or service, the
potentia to makemoney, and theability of those promoting theideatorun
thebusiness. Don't be surprised if you find you are changing the detail s of
your business concept asyou gather moreinformation and feedback. In

fact, you should be. Solid Bond Welders

Therearemany reasonswhy people cometogether to form co-operatives. Co-op

Historically, co-operatives have been organised to collectively addressa~ Type of co-op: Workers

common need in acommunity, such as access to a particular service, co-op
product or for employment. Whatever your reason, try todefineyour co-  Product or service:
opideainbusinessterms. Start by asking questions, such as: Welding
Market: Small businesses
What are we selling or providing? and individuals in
You'll want to be asprecise as possible. For example: Soldertown and
A co-op whose members preparefruitjamsand jelliesmight say, surrounding area.
“wewill be preparing and selling organic jamsand jellies made of Members: Welders
100% certified organic apples, grapes, plumsand cherriesgrownin
the Okanagan, and sweetened with 100% organic honey. Therewill *Fictional co-op created
befour varieties, each availablein 150 ml., 250 ml., and 400 ml. for illustrative purposes.

glassjars, labelled with origina art from Okanagan artists.”

Who are our customers or members?

Identify whoismost likely to beyour first customer or member. Remember
to focus on people who not only want your product or service, but are
willing to pay for your product or to become amember. For example:

A co-op that manufactures wooden dog houses might say
“homeownersin Courtenay whose dog deepsoutsideand who are
willing and ableto pay at least $250 for awooden dog house”.

Where will you be selling your product or service?
By dl meansdream nationally or globally, but start by focusing locally.
For example:

A co-op that manufacturersaval ue-added food product may start
by marketing at local farmersmarketsfor aseason. Thenext year, it
may sl throughloca merchants. Theproduct could bein production
for twoyearsor longer beforethe co-op widensitsdigtributionthrough
abroker or adistributor.

First Edition Co-operatives by Design
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Berrydale Jammers
Co-operative*

Type of co-op: Marketing
co-op

Product or service: Jam

Market: BC residents
who tend to be health
conscious and who
prefer to purchase
local products.

Members: The jam
makers

*Fictional co-op created
for illustrative purposes.

What is the major benefit you are offering your potential
customers?

Remember that co-ops often contributeto their community’ slong-term
gtability. For example:

A co-op that manufactures and sells outdoor clothing may charge
more for its product, but it may also guarantee that the clothing
outlasts that from any other manufacturer, and isalot easier for
travellersto wash and wear. Or it may makethe clothing from local
wool products or provide jobs for disadvantaged people in the
community.

What will attract people to your co-op?

Thismay behow your co-opisfulfilling aneed or what advantageyour co-
op provides. Non-co-op based business planning manualswill describe
thisas‘ competitiveedge . For example:

A local computer shop selling to small businessor home usersmay
beableto charge morefor its product by having atechnician deliver
it to the customer, set it up, get it running, and provide some basic
traning.

Present your business concept to people who are outside of the co-op,
ask if they understand what you are saying and if they agree your co-op
isfinancialy viable and that it can meet the needs of its members.

Diversifying the economy

Concerned about the loss of jobs in their community, a group of
local Lake Cowichan citizens began to lobby for control of
forest land so that the revenue coming from forest resources
would go toward the economic development of the Cowichan
community. The Cowichan Lake Community Forest Co-
operative (CLCFC) grew out of this effort, with the purpose of
creating and maintaining employment and community economic
development in the Cowichan Lake area. In 1994 the co-op
obtained a timber-cutting license (TCL). The co-op’s main
activity is a joint venture with the forest company TimberWest,
where the corporation manages the co-op’s TCL and the two
share the profits evenly. Recognising logging alone will not
sustain the co-operative the members have been committed to
diversifying the activities of the co-op and to date it has also
generated income from managing government contracts,
salvaging, milling and brokering lumber. CLCFC also continues
to search for value-added activities to meet its overall mandate.*
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THE BASICS OF MARKET RESEARCH

Once you have defined your ideain businessterms, it'stimeto begin
researching the feasibility of the co-op. Start with finding out more
information about the market. Looking at the market will give you a
better understanding of who your members or customers are and why
they arelikely to buy the product or serviceyou are selling or providing.
It will also help you identify what other businesses are out there that
offer similar products or services and whether or not they are meeting
the needs of the community.

Market research for aco-op must consider the needs and expectations
for members, and in most cases must address the need to attract
members as well as customers. If you are forming aworkers' co-op,
you will need to know if memberswill support the businessby investing
time or money; if you areforming aconsumer co-op, you will need to
look at what benefits memberswill receivefor their participation, how
they expect to be involved, and if they will support the business by
buying goods and services.

There are two kinds of market research:

Primary researchincludesinformation you discover or concludefrom
personal observation and research, results of questionnaires, sitevisits,
and conversations with expertsin your industry.

Secondary research includes information from journals, books,
published reports, government statistics, or Internet findings. In other
words, research that someone el se has conducted.

Youwill probably find the best placeto beginiswith secondary research.
Secondary research uncoversand hel psyou understand broad industry
trends and issues so your primary research can be more focused and
effective, and you know what questionsto ask.

Secondary research also helps you identify industry benchmarks so
your financial estimatesare morerealistic, and it isfaster and cheaper
than primary research, giving you a sense of momentum and
achievement right at the start of your investigations

Start with three big questions.

1. Whoisyour niche market (members and/or customers)?

2. How isasale madeto your niche market?

3. How big isthe market for what you are selling?

Fablewood
Community Forestry
Co-op*

Type of co-op: Multi-
stakeholder co-op

Product or service:
Value-added wood
products

Market: Co-operative of
private wood products
distributors.

Members: Companies,
co-operatives or
societies whose
members/owners
reside in Fablewood

*Fictional co-op created
for illustrative purposes.

Benchmarks:

Industry standards that
can be used to compare
your own estimates.

First Edition
BCICS Copyright 2002
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IDENTIFY YOUR NICHE MARKET

The term “target market”
is also used to describe
the market segment
where a business’ sales
will come from. However,
we've chosen not to use
the word ‘target’ to
describe people because
it can imply manipulation
and therefore goes
against the principles of
co-operativism.

Every market is made up of different segments based on variables
such asgeographic location or demographic characteristics. Marketing
takes alot of time and effort so you want to focus on the segment or
segments where your efforts will have the most impact. Thisis your
niche market or service area.

In your marketing research, you do not identify your customers or
members; you identify the market segment or service areawhere most
of your potential customers or members are likely to be found. For
example:

A co-op that plansto provide landscaping servicesin Kamloops
might identify itsniche market as* mainly homeownerswith front
or back yardswithin a20-kilometreradius of central Kamloops,
who do not have the time or inclination to care for a garden,
want their yard to look neat and are prepared to pay about $50
a month for this service”. This market does not include all
homeowners with yards because those who enjoy yard work
and those who cannot afford to pay for landscaping are less
likely to be potential customers.

To have abetter understanding of what your potential customersand/
or members like and dislike, where they are located, how much they
earn, their buying patterns, and the size of your niche market or service
area, answer the following questions, look at the following:

If your market isindividuals, look at:

Demographics: Age, gender and income.

Profile: Lifestyle, values, and beliefs.

If your market isbusinesses, look at:

Satus of theindustry: In decline? Growing? Why?

Companiesin the industry: Large, small, mixed? Their policies and
structure?\Who makes decisions about purchasing?

Whether you are serving individuals or businesses, ook at:
Geography: Where are your customers, clients or members |ocated?

Frequency: How often would aregular member or customer purchase
the co-op’sproductsor useits services? Daily?Weekly? Monthly?

Publicity: How do customersfind out about new productsor services?

Co-operatives by Design
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MAKING THE SALE

Onceyou identify your niche market or service areaand understand its
dynamics, you can look for the essential ingredients needed to sell your
product or service to this market.

Create a step-by-step model so you understand how a sale is made,
from start tofinish, including detail sof any credit your customers, clients
or members might expect you to extend.

Step 1: Identify the product or service essentials

Doesthe product/service have specific features? Doesit need specific
material s/specid expertiseor training?

Doesit need specific endorsements, certification, warrantiesor guarantees
to becredible?

How will the product be distributed?What kind of packaging and/or
labeling isneeded? Doesit need aUPC (universal product code)? (See
Module 3for moreinformation)

What type of salesand technical support must be provided? (Examples
include product samplesand money for in-store demos, shelf flyersand
other information, print adsand/or co-op ad money, storestaff training.)

If you are selling aproduct to busi nesses, what minimum quantity does
thebusi nessrequire?

Product or service

Some products and services, especially those involving food,
children or health, are carefully regulated. Thoroughly
investigate any special certifications or regulations that might
apply. All levels of government have regulations, and some
professional organisations are self-regulating. Here's a sample:

Municipal

Incorporated villages, town and cities enforce business
licenses, zoning restrictions and business codes. Check with
your local city hall on the following:

Universal Product Code:
A UPC is a standard code
for product marketing. A
Universal Product Code
Identification Number is a
unique number assigned
to merchandise as a
barcode. There are many
barcoding systems. An
ISBN is used for
publications. UPC is the
most common for
merchandise. To get a
UPC for your product in
Canada, contact the
Electronic Commerce
Council of Canada
(www.eccc.org). In the
USA contact the Universal
Code Council (www.uc-
council.org). To apply for
an ISBN, visit the website
www.isbn.org.

. Business licensing
. Zoning and land use bylaws
. Local building codes
. Days and hours of operation.
. Home-based business regulations
First Edition Co-operatives by Design
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A co-op planned to start a
pet care service in the
Kootenays and one of its
services was dog walking.
Members were surprised
to find that dogs were not
allowed to be walked in
the downtown core, an
area where many of their
customers were located.

Provincial:
The British Columbia government enforces rules related to:

. Name search and registration

. Incorporation

. Land use

. Travel agencies and tour operators
. Environmental issues

. Forestry

. Alcohol sales

. Education

. Health

. Food and beverage (making and selling)

. Building codes

. Labour laws (including Workers’ Compensation)
. Provincial sales tax

. Highways and transportation

Federal:
The Canadian government concerns itself with:

. Labeling

. Language laws

. Alcohol manufacturing
. Boating regulations

. Fisheries and oceans
. Import and export

. Goods and Service Tax

Remember to check the regulations for every city, province or
country where you plan to conduct your business or sell your
products. A good place to start is to find an industry association
that represents businesses like yours to ask about possible
regulations that would affect your business. As well as advising
you of regulations, an industry association can also help you
determine if your members will need specialised skills, training
or accreditation, and whether you will need legal protection
such as a copyright, trademark or patent.

You can learn more about business rules and regulations from
your accountant or the One-Stop Business Registration and the
BC Ministry of Competition, Science and Enterprise.

Co-operatives by Design
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Step 2: Marketing essentials
« How doyou get customers, clientsor members?
 Arethereseasonal shiftsin production and/or sales?

« Must you sell through a broker or middleperson to reach your
customers or members?

« Must you use a distribution network to reach your customers or
members? How large should the network be?

Step 3: Legal and regulatory essentials

« Do you need any special approvalsor licensesto begin selling?

Step 4: Financial essentials

¢ Must you accept credit payment for your product or service? For
how long must you extend credit?

« Istheresignificant up-front spending required before making a
sale (e.g. do you haveto build afacility or do alot of
advertising)?

Making the sale: an example

Step-by-step model for Salty Lake Tour Operators
Marketing Co-op

Service essentials

» Service must adhere to code of ethics and strict quality
control.

* Member training required to ensure quality.

» Services to members must include networking support for
creating package tours as well as sales and administration.

* Provide marketing expertise for members to increase sales.

Marketing essentials

* Advertise through Internet, provincial tourism stations and
tourism magazines.

» Salty Lake tourism season June to September; December to
February.

* Must allow for on-line booking.

Distribution Network:
The system of
intermediaries between
the producer of goods
and/or services and the
final users.

A worker co-op started by
a group of friends in a
rural region of British
Columbia decided to
make low-sugar jam and
jellies from local fruit. In
its market research, the
co-op identified
supermarkets as a key
market. Follow-up
meetings with
supermarket managers
confirmed interest in
purchasing the product.
The shock came when co-
op members discovered
they had to buy shelf-
space at the supermarket
at a price that cut severely
into their anticipated
income. Without the
supermarkets, the co-op
was in trouble, yet the
additional cost was
prohibitive.

First Edition
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MARKET SIZE

Legal and regulatory essentials

* Members must be in compliance with all regulations and
industry standards that apply to their particular operation,
including motor vehicle licensing and insurance, travel
industry insurance, driver licensing, water safety regulations,
food safety regulations and professional certification.

Financial essentials

e Operators must accept credit cards, cash and travelers
cheques for payment.

» Significant pre-season spending on marketing; co-op must
offer credit and payment plan to members

Note: Salty Lake Tour Operators Marketing Co-op is a fictional
co-op created to explain the model for making a sale.

Forecasting sales and estimating market sizeismore art than science.
The heart of forecasting is good guessing, and the best guess is an
educated one. Use your common sense and judgment, but find asmuch
information as possible to base your forecasting on. You may not end
up with the right answer, but you can weed out or eliminate a lot of
wrong answers. Consider past trends and new developments, and
anything else that can give you an idea of the market size. Always
remember what your realistic objective is. The following example
demonstrates how to estimate the market potential.

A group of friends wants to start a restaurant co-op in their
community because they know they can cook uniqueyet smple
meals and they have heard complaints from other friends that
there is no “simple food” place to have lunch in their area. In
trying to decide how big the market would befor thisrestaurant,
they might sit down and make some guesses:

Number of days open: 365

Hours open per day: 6

Number of peoplein our town: 50,000

Number of people who would drive by the co-op per day: 5,000
Percentage of people who would stop to eat: 10%

What each person would spend each visit? $10

Co-operatives by Design First Edition
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Using the exampl e, they might estimate the annual market potential

using thefollowing equations:

Number of peoplewho drive by each day 5,000
X % of peoplewnho stop to eat each day x  10%
=Number of potential customersper day 500
Number of potential customersper day 500
X Average amount each person spends x $10
= Averageincome per day $5,000
Averageincomeper day $5,000
x Number of days open per year 365

=ANNUAL MARKET POTENTIAL $1,825,000

That's a whole bunch of assumptions, but all of them can be

researched and refined | ater.

Estimating your annual market potential in thisway is how to begin
defining your circle of confidence. Establishing and then narrowing
the circle of confidence isthe objective of your market size research.

Using the example above, |et us say the co-op members did some more
research through their local economic development office and

discovered:

Thedaily traffic by thelikely sitefor their restaurant is
3,000 vehicles and 1,000 pedestrians (oops! they forgot
pedestrians and were overly optimistic about vehicles).
Canadians spend an average of $7 for alunch, and are
eating out less than in the past.

The market for quick, ssmple, lunchesthat are healthy is
growing rapidly. Meals delivered to corporations and other
offices during the lunch hour are abooming, under-served
market.

Sundays and some holidaysthereisvirtually notraffic.
Better count on a“year” of 300 days.

The co-op membersinterviewed asample of passersby and
found that 20 per cent of pedestriansand 15 per cent of
motoristssay they stopfor lunchregularly inthisarea.

Circle of confidence:
The range of estimates
for your market size and
sales potential that you
feel, given your research,
are reasonable to make.

Don't get hung up on
precision, because the
odds of correctly
estimating the market size
down to the last dollar are
very unlikely. But you need
to establish a range of
estimates that can be

whittled down by research.

Estimating is more about
knowing what it won’t be
than what it will be.

First Edition
BCICS Copyright 2002
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New information meansanew calculation.

Number of peoplewho drive by each day 3,000
X % of peoplewho stop to eat each d X 15%
The Good Food Co- PO Peop P ¥ — 80 ’
op*
Type of co-op: Number of peoplewho walk by each day 1,000
Consumer co-op X % of peoplewho stop to eat each day X 20%
Product or service: 200
Food
Market: Residents within Potentld_ customershy car 450
a 2 km radius of the + Potentia customer_sonfoot 200
co-op. = Number of potential customersper day 650
Members: The .
customers and staff. Number of potentia customers per day 650
X Average amount each person spends 7
o = Averageincomeper day $4,550
*Fictional co-op created
for illustrative purposes. Averageincome per day $4.550
X Number of daysopen per year 300

=ANNUAL MARKET POTENTIAL $1,365,000

Finding Market Information

Trade magazines and other speciality publications that provide
in-depth, up-to-date coverage are available for most industries.
These publications contain a lot of statistics, forecasts and
profiles related to the specific industry. For example, a co-op
starting a restaurant could read on-line guidebooks such as
Restaurant Business or Restaurant Report. A co-op starting a
convenience store could benefit from the information in
CSNewsonline.com.

Trade magazines are usually more useful than textbooks or

large market studies because the information they present is
more current. On top of that, many magazines are available

free on the Internet, and most have archives of past articles

that you can search.

Find out what trade associations or co-operative federations or
associations apply to your business. Most regularly publish
member directories and some publish statistical information
tracking industry sales, profits, economic trends, etc. A good
place to start is the Internet. The section on e-businesses in
Module 3 provides some information on using the Internet.

Co-operatives by Design First Edition
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The circle of confidence has tightened. The co-op members are more
confident about the$1.3 million number than the $1.8 million number because
they have moreinformation. Neither iscorrect tothelast dollar, but the
oddsstrongly favour the$1.3 million estimate,

Keep looking for waysto refine and tighten your circle of confidence.
Watch other similar businesses, count the number of people goinginto
their establishments, guesswhat their hourly, daily, weekly and monthly
grosssalesare. Brainstorm with friendsand colleagues, read marketing
books, watch successful media campaigns, and then start thinking
“outside the box” for what might work for your business.

Techniques to Measure Market Size

Here are some of the current methods of estimating market size for a
start-up business; someor al may apply to your situation. Remember they
will only giveyou estimates.

1. Trading area approach

| dentify the geographic areawhere you expect most of your customers
will comefrom by asking

« How far will people travel to buy from you?
« How far will your promotional message reach?

« How far are you intending to distribute your product or service?

All of these considerations should be taken into account. Thisiswhat
iscaled your trading area. Now identify the amount of demand that
existsin thistrading areafor what you are selling by finding out what
other products or services are available in the area. Thiswill be your
market size.

2. Traffic approach

Thisapproach identifies aspecific location where the businesswill be
located, then attempts to estimate the traffic flowing by that location
and how much they spend on the product or service the business will
sll. Thisisthe approach we used earlier when we cal culated the Annual
Market Potential.

Several statistical tools
related to the census are
available to determine the
amount of demand in a
given geographical area
in Canada. You should
review the PC Census
tool available in most
libraries and visit the
Statistics Canada web
site. http://www.statcan.ca

First Edition
BCICS Copyright 2002
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PRIMARY RESEARCH

Before composing either
survey, check out the
resources on surveys at
the back of this module. If
possible visit:
WWW.surveysystem.com/
resource.htm, which
provides useful
background on the whole
area of surveying.

Primary research should be used to gather information from the peoplein
your serviceareaor nichemarket that youidentified through the secondary
research. Thereareanumber of waysto conduct thisprimary research—
from talking to potential customers, other co-ops and businesses to
conducting focusgroupsor sending out questionnaires.

Probably the most important activity you will undertake in al your
business research and planning is a market survey. It does not cost a
lot, but it does take ingenuity, motivation and some courage. Existing
busi nesses use market surveysto get ideasfrom customers about needed
improvements; new businesses use them to ask potential customersfor
their reaction to a product or service and use the results to help guide
businessdecisions.

In particular, amarket survey will help to find out if the individuals or
busi nessesyou’ veidentified aspotential customerswill buy your product or
sarviceasisor if youwill need to make adjustments. Thisiswhenyoutalk
to these potential customersand confirm your theoriesabout what they will

buy.

Doing some sort of questionnaireisalmost arite of passagein starting
abusiness. It'soften thefirst timeyour core group makes direct contact
with your potential members, customers or clients. Some of the
information can be a shock, and the need to approach people who are
strangers to obtain their opinions can be a challenge in itself. When
exploring a business opportunity there is nothing more important than
to have direct contact with the group you are thinking of selling to, and
learning their likes, dislikes, needsand beliefs.

You should conduct at least two market surveys before starting your
business:

e Aninformal street level test to measure the response to your
product or service idea

« A market segment survey to assist in identifying your niche market
and itsbuying behaviour

Start-up Survey 1 — Street Level Test

Take asampleof your co-op’s product or adescription of your services
to as many people as possible. Talk to people who are part of your
niche market or in your serviceareaand arelikely to give you an honest
assessment. Avoid talking to friendsor relatives. Ask people:

Co-operatives by Design
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«  What they think of the product or service
«  Whether they would buy it
« How often would they buy it

Ask the same questionsin the same way in al the interviews so your
survey results are more reliable. There is no doubt that this kind of
survey takesnerve, co-ordination, and alot of work, but it will giveyou a
very preliminary “go” or “nogo” sgnd. You may besurprised a theresponse
andinformationyou get

Start-up Survey 2 — Market Segment Survey

At this point you should have enough secondary research to understand
how your industry works, and somegeneral viewsfrom potentid clients,
customers or members. Now it is time to put together a proper
guestionnaire and start the more detailed primary market research.

Start by determining how much time and money you caninvest in the
survey. Thiswill help you plan the most effective survey. Face-to-face
interviewsare best, but they take alot of time. Mailing aquestionnaire
or posting an Internet questionnaire is simple, but the response rateis
very low.

Changing markets

The Kootenay Bakery Café Cooperative has identified its niche
market as individuals who are “conscientious, discerning, and
health minded...[and] consider factors such as natural and
organic ingredients, food preparation methods, and earth
conscious sustainability issues when making purchases and
supporting businesses.” At the same time the co-op has
noticed a shift in its market as Nelson attracts an increasing
number of “urban based customers who naturally frequent
businesses that offer contemporary food service options
mirroring those available in larger centres.” This has led the co-
op to diversify their products and services and to change its
ambiance to satisfy their changing clientele.?

First Edition Co-operatives by Design
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PREPARING THE SURVEY

Wooly Mamas Knitting
Co-op*

Type of co-op: Supply
co-op

Product or Service: Bulk
yarn and craft supplies
for members.

Market: The members

Members: Knitters

*Fictional co-op created
for illustrative purposes.

Your survey should show you whether there is a solid market for your
product or service, whether your priceis reasonable, whether you will
be ableto compete with others and what type of marketing will be most
effective. Like a news reporter, you need to find out the answers to
Who, What, Where, Why, When, How, How Much, and How Often.

Who relatesto the demographics of your niche market or service area.
Who is most likely to purchase what you plan to sell? It could be
individuals, other businesses, co-op members, governments, or societies.
You can start to build aprofile of your niche market or service area, by
asking for demographic information, (age, job, marital status, where
they live, and education).

What asksthose in the niche market or service area exactly what they
want.

Wher e asks them where they are buying similar products or services
now or where they could buy it. Thiswill help determineif thereisa
need for your product or service.

Why asks why they would buy what you have for sale, or why they
would not buy it, which could signal the need for modifications.

When refersto timing. When are potential customers most like to buy
your product or service? It could be a time of the day, a season or a
specifictimeintheir lives.

How asks how they want to access your product or service. In your
store? In another retail store? At a craft show? Door-to-door? Viathe
Internet?

How much do or would they spend on a similar product or service?
How often do or would they buy this type of product or service?

Some other questionsto ask are:
« Would you definitely/maybe/not buy this product/service?

«  Would you be morelikely to buy it if something was changed?
Offer options or invite comments.

«  Would you buy this product/serviceif it were sold in the way
being planned?

Co-operatives by Design
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« Doesit make a difference to you (or not) that this product/service
was produced by a co-op in the community?

If your co-op isopen to additional members, you may also ask them if
they areinterested in becoming amember. Thisisan excellent timeto
be developing alist of potential members.

Types of Questions
There are three basic types of questions:

Yes/ No Questions: Useyes/no questionsif you are sure the question
can be answered withasimple Yesor No, and you are only looking for
general information.

Multiple Choice: Use multiple choice questions if you can provide
reasonabl e aternatives. The benefit of multiple choice questionsisthat
you can choose options that will give you the information you need
and the answers are easy to compare. The challengeismaking surethe
individua syou are surveying can understand the options and that people
are not put off by limited choices.

Open-Ended: Use open-ended questions when you need to find out
how people feel about a product or service. You will get much more
detailed information. However, it is difficult to compare between
individual s because the answers may vary considerably.

Be sureto avoid questions that lead the respondents to an answer, for
example: “What would you pay for aslice of the best pieever madein
thiscity?’ Also avoid asking morethan one question at atime, such as
was doneinthisquestion: “ Areyou interested in buying asweater that
costs less than $20 and has neon buttons?’

People to People

When the South Peace Grain Cleaning Co-operative outgrew
its first grain cleaning facility, the board wanted to find out what
the members wanted. At first they tried to survey the members,
but, as current manager Jarvis Taylor says, “In agriculture,
paper don’t mean much.” What was more effective than a
survey was hashing it out over coffee.”

Shackville Housing Co-
operative*

Type of co-op: Service
co-op/ Housing co-op

Product or service:
Housing units

Market: Renters in
Shackville who need
affordable, healthy
housing and who want
housing security but
cannot afford to buy a
house.

Members: The residents
of the co-op

*Fictional co-op created
for illustrative purposes.

First Edition
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Steps to Creating a Questionnaire

1. Identify your information needs—what do you need to know?

2. Prepareabrief introduction to the product or serviceyou are planning
to provide.

3. Beforeyou add aquestion, clarify why you are asking it. How will
theinformation contribute to your knowledge of the niche market
or service area?

4. Askthequestionsinalogical order. Start with screening questions, for
exampleto determinedigibility. Work from broad genera questionsto
specifictopics, and from simplequestionsto more complex ones.

5. Check thelength. You should be ableto completethe survey inless
than two minutes, especialy if you are stopping peopleon the street.

3 . 6. Pretestittoensureitiseasy toread, ssmple, unambiguous, jargon-
argon:

Technical terminology free and clear.

used by a specific _

industry or group. Conducting the Survey

No one person or source can give you the opinions of the real people
who have the potential to become your customers. As many potential
membersor customersas possible should participatein the market survey.
These are the people who are most likely to provide valid information.
Interview asmany people asyour budget and timeallow. Thelarger the
number of people, the more precisely it reflectsthe market. The survey
should devel op your confidencein the product or serviceyou are planning
to offer.

Co-operatives by Design
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Survey categories

Here are some suggested characteristics to look for and some potential

variables in the demographic, geographic and behavioural characteristics of
the people in your niche market or service area. Many of these may not be

applicable to your co-op.

Individual Characteristic of
Individuals or Businesses

Variable

Demographics

Age

0-19; 20-30, 31-50, 51-65, over 65

Years in Business

0-5, 6-10, 11-15, 16-20, over 20 years

Gender

male, female, transgender

Family size

1, 2, 3, 4, 5-8, more than 8

Business size (humber of employees)

1, 2, 3, 4, 5-8, more than 8

Form of business

Sole proprietorship, partnership, co-
operative, company, non-profit society,
government.

Family characteristics

Single, young, married/ no children,
young children, single parent, children not
living at home, other.

Family Income

$0-10,000; $10,000 - $15,000; $15,000 -
$20,000; $20,000 - $30,000; $30,000 -
$45,000, over $45,000

Education

Elementary, High School, College or
technical diploma, Undergraduate,
Graduate.

Language(s) spoken

Open ended

Literacy

Yes/no, specify language

Occupation

Open-ended answer

Business type

Construction, manufacturing, retail, etc.

Geographic

Location of business/ where person
lives

Could be neighbourhood, city, province,
country.

Behavioural

Purchase frequency

Daily, weekly, monthly

Preferences

Affordability, quality, name brand,
environmentally friendly, local, etc.

First Edition
BCICS Copyright 2002

Co-operatives by Design
Module 2: Researching the Potential

17



18

ANALYSING YOUR SURVEY RESULTS

Onceyou have completed your survey, you need to analysetheresults so
that theinformationisuseful. You may present thisinformationin several
wal's, depending on thetype of information, thetype of question and who
you are presenting theinformationto. Theinformation may bedisplayed as
text, numbers, tables, chartsor graphs.

Qualitative

Thefirstway to categoriseyour informationisasqualitative or quantitative.
Qualitativeisrelated to quality. The open-ended questionsyou ask will
usualy giveyou qualitative answers. They are often difficult to compare
because the answers can be very different from one another, but the
information will most likely be moredetailed and tell you stuff you didn’t
think of before. For example:

Thequestion“Why areyou interestedinjoining the Saty Lake Tour
Operators Co-0p?’ may bewritten asan open-ended question, with
spacegivenfor peopleto say why they areinterested injoining the
co-op. There may be many answersto thisquestion, such as: “We
arefinding it difficult to market our Bed and Breakfast becausewe
aresoisolated” or “We need toincrease theincome of our business
thisyear.” In some cases, peoplewill give morethan onereason for
wanting tojoin: “A co-operativeisin keeping with the principles of
our tour group and wewould liketo work with other like-minded
tourismbusnesses’.

From these answers, the co-op will have a better understanding
of the reasons why people might join the co-op, and therefore
help the co-op to focusitsgoalsaswell asits outreach to potential
members.

Quditativeinformationisusudly summarisedin paragraph form.

Co-operatives by Design
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Quantitative

Quantitativeinformation hasto do with quantity. Themultiple-choiceand
yes/no answerswill giveyou quantitativeinformation. Thisinformationis
easy to compare because the answers can be counted. Theinformation
may bewordsor numbers, but islimited to specific answers. However, the
information may not bedetailed enough andislimited tothekindsof answers
you expect to get. For example, the Salty L ake Tour Operators Co-op
may a so ask thefollowing multiplechoicequestion:

Crow Point
How is your tourism business structured? Credit Union*
a  Soleproprietorship Type of co-op: Financial
b.  Patnership co-op
c. Co-operative Product or Service:
d.  Company Loans and other
e Non-profit society financial services
f Government Market: Residents of
crow point
With thisexampleyou can count theanswers. Out of 30 respondents, Members: People
you may have 13 sole proprietorships, 6 partnerships, 5 co-ops, 3 requiring financial
corporations, 1 non-profit society and 2 government agencies. services

Thisinformation may be represented in written form, asin this
paragraph, or it may be displayed as a chart or graph. To create
achart or graph, first you need to represent theinformation asa
percentage. To find the percentage, divide the number for each
answer by the number of respondents:

*Fictional co-op created
for illustrative purposes.

0.433 or 43.3%
0.2 o 20%
0.167 or 16.7%
0.1 o 10%
003 o 33%
0.067 or 6.7%

100%

13 sole proprietorships+ 30 respondents
6 partnerships+ 30 respondents

5 co-ops + 30 respondents

3 companies+ 30 respondents

1 non-profit society + 30 respondents

2 government =+ 30 respondents

With a percentage, the information can be easily compared and
may al so be represented graphically. You can either do thisby hand
or using acomputer program. Most word processing programshave
theability to creategraphsand charts.

First Edition Co-operatives by Design
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Non-profit Government Sole
society Proprietor

Parmership Co-operative

Another way to analyse quantitative information is using aver ages.
Thefollowing example shows how aco-op can usetheir market research
to estimate a selling price for their product:

To get a better sense of what to charge for their product, ajam
making co-op includesthefollowing open-ended question ontheir
market survey.

How much areyou willing to pay for a350ml jar of jam?$

Step 1. Record the results by compiling the number of
respondents with the same answer. Rank the answersin order of
dollar value, asfollows:

Results: (20 respondents)
2 respondents x $2
5 respondents x $3
4 respondents x $4
6 respondents x $5
2 respondents x $7
1 respondents x $8

2 Co-operatives by Design First Edition
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Step 2: Drop the bottom and top 10% of the responses. With 20
respondents, that means drop the 2 people who are willing to
pay the lowest amount and the 2 people who are willing to pay
the highest amount. Thisleaves:

5 respondents x $3
4 respondents x $4
6 respondents x $5
1 respondent x $7

Step 3: Average out the middle 80% to get a rough price.

5x $3= $15
4x $4= $16
6x $5= $30
1x$7=$6
Total = $68

Now divide the total by 16 respondents = $4.25/unit

Therefore, the average price that people are willing to pay for a
jar of jamis$4.25

First Edition Co-operatives by Design 2
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COMMUNITY AND NEIGHBOURHOOD RESEARCH

Gentrification:

The trend and process of
neighbourhood renewal
by way of widespread
architectural upgrading,
the so-called
“rehabilitation” of
substandard and average
rental housing,
commercial properties
and infrastructure, and
the general development
of new buildings.
Gentrification is indicated
by an increase in rents
and subsequent shift
from a poor or primarily
working class
neighbourhood to a more
middle class or
professional class
neighbourhood.

In your market research, you may have come across some municipal
regulations (such as zoning bylaws or building codes) that affect your
business. There may also be a number of other neighbourhood or
community processesthat may affect your business. Any businessthat
issetting up in aparticular neighbourhood or community must be aware
of the social and political climate.

You can start by talking with thelocal community association or business
association. They should have copies of a neighbourhood plan which
may contain information about where servicesor retail should belocated
or what direction the residents want their neighbourhood to go. The
neighbourhood association may have a good understanding of trends
that may affect your co-op in the future, such as gentrification.

Your community and neighbourhood research should also ook into the
kinds of resources available to the co-op, such as business support
services, organiSng committees, specia eventsand transportation services.

Taking Care of the Kids

More than just a retail outlet, the Neechi Foods Community
Store dedicates itself to individual empowerment, co-operative
principles, healthy living and local community economic
development. Neechi Foods is an aboriginal worker co-op
located in the north end of Winnipeg and serves the largest
urban native population in Canada. The co-op sells wild
blueberries, whitefish and pickerel and organic wild rice from
aboriginal co-ops in rural areas as well as moccasins made by
neighbourhood aboriginal women. The co-op tries to keep kids
from buying candy by putting a “kids only” fruit basket at the
front counter where the fruit is sold at cost. The co-op also
promotes healthy living by refusing to sell cigarettes, although
tobacco is still sold for ceremonial purposes.*
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FINANCIAL FEASIBILITY

Animportant part of your feasibility study isdeveloping abasicideaof
your potentia sales, costs, and surplus so you can decideif your business
will make enough money to cover costs and support the workers.

Pricing (see also Module 3 for more on pricing)

You will likely find it hard to set a price for your product or service
because there are so many variables. Begin to make an estimate by
finding apricethat soundsreasonable and that your memberscan agree
upon. Revise your price based on the costs to produce and deliver
your product or service, keeping in mind that costswill vary according
to the number of units produced.

Variable Costs
Your variable costs arethe costs of producing each unit of your product
or service. For example:

A three-person woodworkers co-op that plansto produce and sell wooden
chairswould estimatethecost of producing onechair (or oneunit) asfollows:

Materials Cost

Wood 25.00
Upholstery 15.00
Nails, etc. 2.00
FAnish _2.50

Total Cost/ Unit $44.50
Through experimentation, the members agree that they can produce
three chairs aday and could work a maximum of 20 days per month.
This means they can produce 60 chairs per month:

3 chairs/day x 20 days/month = 60 chairs/month

Tofigureout thematerial costsof producing 60 units, multiply thetotal
costs/unit by 60:

$44.50 x 60 units= $2,870.00

First Edition Co-operatives by Design 2
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Special note for worker
co-ops: In Module 5 you
will develop personal
budgets to determine
appropriate salaries. You
may wish to do that step
now as it will help your
members decide
realistically if the co-op
will generate enough
income to make the
business worthwhile.

Fixed Costs

Thesearethe additional costsyou will have regardless of the number of
unitsyou produce. They will remainthe sameno matter what. For example,
your rent will beafixed amount —your landlord will want rent money even
if you producenothing.

The fixed costs of running the wooden chair co-op business for one
month may be asfollows:

Description Cost

Rent 450.00
Utilities 100.00
Insurance 80.00
Staff sdlaries& benefits(for 3full timeworkers) 4,500.00
Marketing 150.00
Officeand communications 150.00
Total Fixed Cost /Month $5,430.00

Break-Even Price

Thebreak-even priceisthe priceyouwould haveto chargeto cover al of
your cogts, if yousdl al of the units. To get the break-even price, first find
thetotal cost of producing 60 chairs per month by adding the variable and
fixed codts:

Total variablecostymonth for 60 units 2,870
+ Total fixed costYmonth 5.430
= Total cost/month for 60 units $8,300

Next divide this by the number of unitsto get the break-even price:

Total cost/month for 60 units + 60 units = Break-Even Price
$8,300 +~ 60 units= $138.88

We can round up for ssimplicity, and say that the co-op will haveto make
and sell 60 chairsat $140 every month to cover al costsof production.

Calculating the break-even point
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A break-even andysiswill beginto giveyou anideawhether your business
idea has the potential to make money for the co-operative. When you
bresk-eventhemoney in” equasthe® money out”. In other words, revenues
equa expenses, and surplusequalszero.

To calculate your break-even point:
1) Takeyour estimated selling price
2) Subtract your estimated variable costs

3) Thiswill giveyou your “contribution to fixed costs’.

Using the wooden chair example, let’s estimate the break-even point.
Based on market prices, the co-op decidesto raise their price to $200.
Asinthelast example, theco-op found their costs/unit to be $44.50. The
equationthereforeis.

Sdling pricefunit 200.00
- Cost/unit 44,50
=Contribution $155.50

Now take your estimated fixed costs and divide by your “contribution
to fixed costs’. Thiswill give you the number of unitsyou need to sell
to break even.

Fixed cost/month + Contribution = BREAK-EVEN POINT
$5,430.00 = 15550 = 35Units

If the number of unitsymonth required to break even soundsreasonable,
continue. If it does not, you will need to find out why. In the example
given above, the co-op must produce and sell 35 chairs a month, or
about nine aweek. Since they could produce 60 chairs a month, this
will give them more time to focus on selling the chairs. If the co-op
producesand sellsmorethan 35 chairsinamonth, it will haveasurplus.

Once you have your break-even point, set and record arealistic goal
for first-year sales that will ensure you have enough surplus to make
your co-op successful. Any surplusinthefirst year, and possibly inthe
first few years, will probably go toward building the business— putting
asidereserve funds, purchasing equipment, devel oping marketing and
public relations campaigns, or devel oping new products and services.

First Edition
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IDENTIFYING OTHER BUSINESSES IN THE INDUSTRY

In order to find out if thereisa®space” in the market for your co-op’s
product or service, create a profile of each business similar to yours.
Thebusi nesses may be categorised intwo ways.

1) Thosethat sell the sametype of product to the same customer; for
example, two or morerestaurantsin the same neighbourhood. (These
may bereferred to asdirect competitors.)

2) Those that sell products or services that could be substituted for
oneanother; for example, bicycles, mopeds, scootersand motorcycles
ared| formsof transportation that could be substituted for one another
on certain occasions. (May bereferred to asindirect competitors.)

When applying for loans from banks and business investors, you may
need to describe these other businesses as* competition”. Hereisagrid
showing how a co-op starting a business that finds advertisers for
Internet Stesmight analyse other businessesoffering smilar services.

Business .
ameor | 08| ey s ||y Seing
Cluster P 9 Pioy
Full-service *Existing portfolio
.. Have EXIStIng of Work
ad"e”ig‘g 4 reletionstip with 30-100 |
J all large customers Credibility
-Contact network
Boutique Specialized il
agenci -Speciali i
ecialll?fi in Some financed by i ol
frpatchi "9 34 groups that have 5.7 '?X'S“rk'g portiolio
g relationships with o wor
auvertisers o jor site owners -Credibility in field
Web sites e
“Client payment
linked to
performance
Individual 1 None 1 *Pay greater
brokers attention to
smaller customers
than larger
businesses do
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Other co-opswill usedightly different detailsin the grid. For example:
alliancesare not asimportant to arestaurant. A restaurant which would
instead look at location.

If there are too many businesses offering a similar product or service
to the same community, your co-op may not be able to survive.
Furthermore, your co-op may take business away from other small
businesses. On the other hand, if the other businesses offering your
product or service are large corporations offering very low prices, you
will need to offer aunique product or service and/or draw on your co-
operative advantage (see Module 3) to be able to survive.

Remember the principle of co-operativeshel ping co-operatives. Arethere
existing co-operativesinyour area? Arethey leadersin the community?
Will you beabletowork with them to gain support for your initiative?

Co-ops and beer

Beer and co-ops have come together in Santa Cruz, California,
through the Seven Bridges Cooperative Micro Brewery Inc., an
organic brewery and meadery founded in 1996. The co-op has
26 worker-members who work to produce organic home
brewing ingredients. Their mission is “to make every quality
organic brewing ingredient in existence available to home
brewers.” In addition to beer kits, the co-op offers home brewing
classes and have now designed a free On-Line Brewing Class
on their website.®

First Edition Co-operatives by Design 2
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EVALUATING THE FEASIBILITY STUDY

Onceyou have completed theresearch for your feasibility study, hold a
meeting to evaluate the results as a group. Invite all the members and
potential membersto the meeting. Prepare for the meeting by writing a
summary of the research results and recommendations from the core
group. Send acopy to all those invited to the meeting, so they can read
it before the meeting. Include the following itemsin your agenda:

« A step-by-step review of the results of the feasibility study,
including the secondary market research, the market survey, the
community and neighbourhood research, thefinancial feasibility
and assessment of the business environment.

 Presentation of core group recommendations.

« Discussion of the feasibility study. Be prepared to answer
guestions on the results as well as how the research was
conducted.

« Vote on whether or not to proceed. If the vote is positive, form
working groups or subcommittees and delegate tasksinvolved in
preparing the business or development plan. You may also want to
set another meeting to set new objectives and actions to complete
the next stepsin your co-op’s devel opment.

On Air

One of the biggest challenges for Kootenay Co-op Radio during
its start-up was securing a broadcasting licence through the
Canadian Radio Television Communications Commission. To
overcome this challenge, the co-op held various events to raise
awareness in the community while at the same time fundraising.
“One of the largest events was the “Almost On-Air Premiere,” a
five-hour extravaganza showcasing the type of programming that
members would do once the co-op secured a permanent
broadcasting license. This event was a huge success in terms
of outreach and generating enthusiasm in the community.” After
four years of persistence, the co-operative received its license
on August 22, 2000.5
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PRESENTING YOUR CO-OP

If your group decides to go ahead, the next step isto talk with people
youtrust aswell asthoseyou need to get to know, such asfinancial lenders,
about your businessidea.

Create a presentation package using your preliminary research. It does
not have to be expensive, but it should be neat and error-free with
pictures or diagrams if possible. Identify the members of your group
who are experienced in making presentations and coach each other to
raiseyour confidencelevel.

Some of the key messages you will want to convey are:

«  What your businessideais.

«  Whenyou plan to start.

« Who your niche market is or what your service areais.

« How much they will bewilling to pay for your product or service.

«  What other businesses offer similar products or services (or who
your competitors are).

« How your product or serviceisfulfilling agap or need.

«  What the next stepsarein starting your business.

You may alsowant to includeashort “sell sheet” listing the benefits of
membership in your co-operative. Create this as a group as this will
help membersfocus on why they created the co-op, and will help your
audience appreciate the value of your co-operative approach to business.

Your presentations at thisstagewill allow you to practicefor thefuture.
Asyou move ahead with your co-op business, you will frequently want
to present your idea to others — whether it is to attract new members
and customers or to increase investment. The more you practice and
prepare, the more likely you are to convey confidence in yourselves
and your venture.

Tips to help you prepare

and present your co-op

idea:

 Start by greeting the
audience and
introducing the co-op
members.

» Break your presentation
into sections

» Make sure you talk
about what the co-op
means to you.

 Avoid writing a full script
and reading it word for
word. Speak naturally
and use key words and
brief notes as prompts —
it is more natural and
appealing to an
audience.

* Provide a brief
description of the co-op
— try to do this without
any notes.

» Use visual aids,

including samples of
your work, overheads,

photos, sample publicity,

etc.

* Leave a short summary
or your “sell sheet” with
your audience.
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REVIEW OF MODULE 2

I nthis section we have covered thefollowing steps:
« Defining theideainbusinessterms.

« ldentifying certificationsor regul ations associated with your product or
srvice

 Conducting primary and secondary market research, includinganiche
market survey.

« Anaysingthemarket research.
*  Researching the community and neighbourhood.

« Deveoping abasicideaof your potential sales, costsand surplus,
including pricing your product or service, to determinethefinancia
feasibility of theco-op.

« ldentifying other businessesinyour industry.
« Evauating thefeashility of your co-op.

 Presenting the co-op to potentia lenders, membersand supporters.

Co-operatives by Design First Edition
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End Notes

1.

Cowichan Lake Community Forest Co-operative: acase study.
(2001) Researched by VictoriaBowman, Nicole Chaland, Kyla
Zachary. Written by K. Zachary & N. Chaland. http://
web.uvic.calbcics/casestudies ndex.htm

K ootenay Bakery Café Cooperative: acase study. (2002)
Researched by Colleen Shepherd. Written by BCICS Editorial
Group. http://web.uvic.calbcics/casestudiesindex.htm

South Peace Grain Cleaning Co-operative: acase study. (2002)
Researched and written by Nicole Chaland & LauraSjolie. http:/
web.uvic.calbcics/casestudiesindex.htm

Neechi Foods Community Store (2000) In, Worker Co-

oper ative Success Sories. Co-op Secretariat & Canadian
Worker Co-op Federation. http://www.agr.gc.calpolicy/coop/
publi_e.html#gp. Seea so, Neechi Foods Co-operative Limited -
case study (2000) Juliano Tupone, & casestudy (1991) Russ
Rothney. Appendix I. In, Aboriginal Co-operativesin Canada:
Current Stuation and Potential for Growth. Lou Hammond
Ketilson & lan MacPherson. Saskatoon: Centrefor the Study of
Co-operatives, Univ. Sask, March 2001. http://coop-
studies.usask.calaboriginal/aborigina coops.html

Seven Bridges Cooperative Micro Brewery Inc. http:/
WwWW.breworganic.com/

Kootenay Co-op Radio: acase study. ( 2002) Researched by
Colleen Shepherd and Kristen Sinats. Written by Andrea
Zacharuk. http://web.uvic.calbcics/casestudiesindex.htm
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POSITIONING THE CO-OPERATIVE ADVANTAGE

I nthismoduleyouwill usethenichemarket researchyoudidin Module

2todesign amarketing strategy for your co-op. You canfind lotsof books
and coursesabout marketing. Itisabig subject and your co-op may decide
oneor two of your members should focuson studying it. For most co-ops,
however, this module should be sufficient. Module 3 draws upon the
marketing advice of thebusinessworld, but iswritten specifically for co-
operativeswithinformation from co-operative marketers.

Co-operative Advantage

A co-operative marketing strategy shouldn’t bejust likeany other business,
becauseaco-opisn't just another business. A smal grocery co-op probably
would not beableto " out compete” itsmajor competitor based on price,
but it doeshave onethingitslarge competitorsdo not have: the co-operative
advantage. Theco-operative advantageisthe added benefit aco-operative
has by being amember-owned businessor service provider withavalue-
based structure.

A co-operative hasaset of valuesand principlesthat enables people to
haveinfluence over our economies, protecting ecosystems, redistributing
wealth, and devel oping our own communitiesfromwithin. A co-opisn’t
justin businessto makeaprofit; rather, itisdesigned to take the surplusit
doesmake and reinvest it in the community. A co-operativeispart of a
larger network of co-operatives that can work together to support one
another. Co-operative marketing, therefore, beginswith creating aco-op
whose practicesmodel the co-op principlesand values.

Co-operative marketing isnot about selling unnecessary stuff to mindless
consumers. Co-operative marketing is about communicating the co-
operative advantageto membersand to the genera public, to keep people
investingin hedthy communities.

Co-operative
Advantage:

The advantage you have
as a member-owned
business or service
provider with a value-
based structure.

“Multiple polls show that if
price and quality are
roughly equal, about 90
percent of people in the
U.S. would prefer to buy
from a co-operative.”

First Edition
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“The structure of co-
operatives...inherently
includes more than one
bottom line, based as it is
on a set of internationally
recognised values and
principles ... Co-
operatives offer us room
for hope, a structure
people can trust because
they own it, it is close to
them, and is based on the
dignity of people rather
than the power of
wealth.”

Tom Webb, president of consulting co-op, Global Co-operation,
has developed a new approach to marketing and education in
co-operatives. In his article “Marketing Co-operation in a Global
Society” Webb explains the contradiction of co-ops using
traditional marketing tools. “It is difficult to imagine how a co-
operative can base its marketing on one set of values and its
education on another without creating serious confusion for
members, workers, and the public. Most marketing is
manipulative, uninformative, and is not thought of as education.
Yet marketing works. It changes attitudes and sells products.
Corporations have no commitment to education, yet much co-
operative marketing is modelled on the most successful
corporate methods. In borrowing corporate techniques, co-
operatives...often seem to ignore market strategies that have
potential to enhance co-operative values, and rely instead on
techniques that are more aggressive and/ or manipulative.”

Webb identifies two growing trends in marketing today,
relationship marketing and character marketing, which he
believes co-ops are well-suited to make use of and could benefit
from.

Relationship marketing is used “to create a sense of special
benefit, responsibility, belonging or some other feeling of
obligation between a corporation and its customers.” Frequency
marketing programs (eg. Airmiles; “clubs”, such as Burger King
Kids Club; or “memberships”, such as that used by Costco, are
set up by major corporations to keep customers loyal to their
products. Webb suggests that relationship marketing is perfect
for co-ops, especially those where the member owners are
consumers or users of the products or services. After all, co-
operatives are member based and have as their foundation a
clear value system guided by co-operative principles.

Character marketing “flows from values and the principles
cherished by a company and which shape its products and
actions.” It can only be successful if it is based on what the
business really is. If a co-op uses character marketing, it must
first of all ensure that its activities are consistent with its values
and principles. Webb says that “by embedding its values in its
structure, a co-operative positions itself as the ultimate character
marketer.”

It is important to note that character marketing is very different
from image marketing. “Image marketing is not based on what a
business is, but on how it would like to be seen.” The following
table is adapted from Webb’s description of the key differences
between image marketing and character marketing.*
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Image Marketing

Character & Relationship
Marketing

Based on how a business wants
to be seen

Based on what a business is

Emphasis on trivial differences

Emphasis on real, significant
differences

Promotes value of a weak,
contrived relationship

Can educate about the value of a
real relationship of significance

Focus on beating the competion

Focus on people's needs

Image driven company may have
several competing brands with
inconsistent values

Character driven company will
have brands with coherent values
based on trust.

Relies on advertising; cannot rely
on public relations to serve a
fake message.

Often can attract good public
relations

Careful restriction of information
flows from a company

Can be relaxed about the
availability of information

Unique selling point can be
copied or imitated

Unique selling point of a co-op
cannot be copied without
becoming a co-op

Positioning

Positioning isaconcept used by image marketersto hel p businesses see
whereto “ position” their product or servicein the minds of consumers
relativeto “ competitors’. In other words, positioning isarranging for a
product or serviceto occupy aclear, distinctive, and desirable placeinthe
mindsof consumersreativeto competing productsor services. Pogitioning
may be used by character marketersto position their co-op according to
their real vauesor principles, and thereby create your placeinthemarket.

Unlike your purpose, which states the purpose of your co-op,
positioning deals strictly with marketing. Your position may focus on
the ownership by the employeesor members, the quality of your product
or serviceor aspecific benefit the product or service bringsto consumers
or the community. Make sure, through market research, that the aspect
of your co-op you areemphasising isa so important to your membersand
your nichemarket.

A positioning statement issimply aone sentence summary that describes

First Edition
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4

what aspect of your product or service or your co-op you want peopleto
remember you by. The positioning statement will bead ogan that will not
say everything you want to say, but will encompass your position. For
example

The purpose of aworker co-op in Castlefield that cleans houses
is“to providethorough cleaning servicesto customersusing nontoxic
products and creating steady, flexible work for residents of
Cadtlefidld’. Theco-opwantsto position itself asacleaning company
that is thorough and is healthy for the planet. Thus, the co-op’s
positioning statement or doganis:

“We clean your house likeit isour own.”
Therest of the co-op’smarketing will support this statement.

A positioning statement should be unique and as precise as possible.
Avoid using termslike “best”, “good” or “quality” —these terms mean
different thingsto different people.

Here' sanother example:

The Berrydale Jammers Co-op produces jam and plansto sell to

Florida’s Natural is a registered brand name of Florida’s Natural
Growers, a growers co-op that produces orange juice. Its
positioning statement suggests freshness and a connection to
the farm:

“It's as close to the grove as you can get”

The co-op’s promotional materials ensure that consumers know
it is a co-op and describes the quality of the juice. A product
description on the co-op’s Website reads:

“Florida’s Natural® Premium Brand orange juice is made just
from our fresh oranges, not from concentrate. And it's the only
leading brand owned by a small co-op of growers, so only our
personal best goes into every carton.”

Co-operatives by Design
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Rebuilding through Marketing

In 1985, the Kootenay Country Store Co-op moved into Nelson’s

downtown core. The next three years were rocky ones, and by
1988 the co-op was in trouble, but through an organised plan of
action intended to rebuild community support and awareness
while the co-op struggled to shore up weakened business
practices, the co-op was able to rebuild. This was achieved by
slashing prices to attract shoppers and increase volume,
establishing a regularly published newsletter, creating an
effective board of directors and working with the local
newspaper to publicise all of the changes to the store.

Their success also comes from “the image the co-op has
cultivated in the community over the years. The Nelson area
continues to be home to many consumers whose purchasing
trends are, in part, a conscious resistance to corporate control
over their food choices.” People are becoming increasingly
concerned about genetically modified food and the mounting
pressure to globalise the food system. The co-op’s long time
commitment to healthy whole food and organics, along with its
pledge to support agricultural and environmental awareness
positions them well within the community.®

residentsin B.C. Oneof thegoals of the co-op isto promotelocal
jams, thereby supporting local producers. Initsmarket research, the
co-op found thereisalarge percentage of peoplein the province
who want to support British Columbian producers. Hereistheco-
op’s positioning statement:

“Berrydal e Jammers Co-op, spreading local freshnessaround the
province.”

“A community radio
station is nothing without
a community of listeners.
It is critical for the co-op to
stay in tune with the pulse
of the community. As a
result, community
outreach is a very
important part of the radio
station’s activities. The
radio station contributes
airtime to community
events and activities that
might not reach the more
conventional radio
stations. Members of
Kootenay Co-op Radio
actively involve
themselves in community
events and are the host of
many community
celebrations.™

Onceyou create apositioning statement, read it aloud to severa people.
See if they can tell what aspect of your co-op you're trying to
communicate.

Once you have determined your position and positioning statement,
the rest of your marketing tools will back it up. The marketing tools
include product or service, pricing, distribution and communications.
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SERVICE OR PRODUCT

Line:

A product line refers to
several items that are

under the same brand
name.

To make use of your
co-operative advantage,
emphasise how your
product or service is
produced or provided
according to the co-
operative principles. If
your co-op is a worker
co-op emphasise the fact
that it was produced by
worker owners. If you are
encouraging people to
buy a membership in a
consumers co-op,
emphasise their
democratic control over
price and product
selection.

You havedready identified your product or serviceessentidss, including any
specific endorsements, certifications, or regul ationsthat might apply. Now
define the marketing aspects of your product or service by asking the
followingquestions:

¢ What benefits does the product or service offer?

« What are the attributes of the product or service, such as
quality level, features, design, brand, and/or packaging?

«  What additional services or benefits arethere, such as
installation and repair services or warranties?

Quality refersto durability, safety, health, reliability, or other aspects of
quality. Quality can be ensured through researching and testing suppliers

productsor applying standards or |abel swith associated testing. Concern
for quality comes naturally to co-operatives. The first consumer co-
opsin England, which began during theindustrial revolution, gained a
reputation among the working poor for high quality. They “produced
flour from their own mill and refused to add chemicalsto whitenit”, in
contrast to the adulteration of food that was common during and after
theindustria revolution.®

A brand may beaname, symbol, term, sign or design. A brandisalsoa
label by which consumers know what to expect. The set of featuresand
benefitsyou market for your products should be consistent for all your
products. If you are producing aproduct or aline of products, you may
decide to market the product through a larger co-operative, such as a
marketing co-op, withitsown brand name, or you may decideto market it
under your own brand name.

The marketing aspects of your product or service should back up your
positioning statement, not confuse it. For example,

The Berryda e Jammers Co-operative emphasi sesthelocal aspect
of their product. One of the benefits of alocally made product
might be freshness. It may also be no sugar or artificial
preservatives and/or made with organically grown fruit. The
Berryda e Jammers Co-op may ensurequality throughitsowntesting
or through certification. Consumers should therefore expect fresh,
organicaly grown, locally made, high quality productswhenthey see
the Berrydale Jammerslabel.

Co-operatives by Design
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PRICING

Your initia priceestimatein Module 2 was based on the coststo produce
and deliver your product or service, and by determining the break-
even point. Hereyou will further devel op your pricing strategy to reflect
your marketing position and your market research.

Before you start thinking about a pricing strategy, remember this
important point: You must charge enough, and sell enough at that price, to
cover all the costs of running your co-op, including the staff or member
wages, and have something | eft over. If you sell for lessthan what all your
costsare, you will soon be out of business.

Most start-co-ops face afundamental choice at the outset: Whether to
price under the market or to price at the market? This depends, of
course, on the nature of your co-op. A supply co-op, for example, will
use its bulk buying power to get the lowest prices for its members. A
housing co-op may set rentsat adiding scalebased on members' income.
However, most co-ops have to consider other factors.

Fair Trade

Shavi Shavi is a non-profit co-op that buys and sells world folk
art, crafts and music with a commitment to the principles of Fair
Trade, social justice and education. For the Shavi Shavi Co-op,
pricing products provided a unique challenge. The challenge was
to determine what type of financial trade relationship would work
for the Zimbabwean artisans and the potential co-op in Canada.
“In Zimbabwe [co-op founder Barbarah Nicholl] noticed that the
artisans would trade their crafts without trying to attain any set
value. Rather, they would settle for anything that addressed their
immediate needs .... What is considered a relatively small
amount of money in Canada has a much greater value in
Zimbabwe due to their cost of living and exchange rate ... The
way in which the co-op handled money and surplus was a
sensitive matter because by giving an artisan what a Canadian
might deem to be a small amount of money, [the co-op] could
upset the fragile, but established, economic balance in a village
and cause community erosion due to inappropriate competition
... As a result, it was determined that “fair purchase price” would
be defined as an amount of money that would improve the
livelihood of those in Zimbabwe over the longer term, as well as
take care of their immediate needs.”®

If you are entering an
industry where it is hard to
find out what other
businesses charge, try to
talk to someone who was
in the industry or is a
supplier or distributor. If
you are introducing
something new to a
specific area, it may be
hard to find local
comparisons so you may
have to look at prices in
regions outside your
market and make
adjustments.
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Remember what potential
customers said during
your market research
when you asked them
what they would pay or
are paying for your
product or service.

Remember your co-
operative advantage. If
the consumers are
members of the co-op,
then the co-op should
ensure that members
understand that they
have a say in the pricing
of products or services.
Member consumers
should also understand
that if a product is
overpriced, then any
surplus may come back
to them as member
rebates.

For example, aconsulting co-op, whenit isstarting out, may priceapiece
of work under market value. Or, because it has bid on a contract that
would open up alucrative market for it in thelong term, the co-op may
pricethework alittlelower than norma. However, if the customer requires
thework to be donein half theusual time, the co-op might charge higher
thannormal.

The consulting businesswould havellittlein common with aworker co-
op selling organic produce to the public. The organic produce co-op
needs to move goods out the door in high volume so the pricing needs
to consider how perishable the co-op’sstock is, afactor not relevant to
the consultant. For example, there might be regular sales on mixed
salad greens at the end of the day in the co-op store to reduce losses
due to shrinkage or waste.

A danger with entering the market with a below market priceis often
called upward stickiness. Since the late 1980s, inflation has been at
record lows so North American businesses and customers have grown
accustomed to very small, if any, priceincreases. A businessthat comes
into the market at alow pricelevel and later triesto increase that price
oftenfindslittle, if any, successin doing so.

Some businesses with little or no track record may price below the
market for thefirst few salesin order to gain recognition and build market
share. Usually they will explain that theselow pricesarean introductory
offer or opening discount. Oncethe businesses have established themsalves
they eliminate the special offersand price closeto themarket price.

Charginglessthanthemarket va ue, whiletempting, isusualy abad gpproach
for anew co-op businessthat is selling productsto consumers. Thisis
becauseit probably cannot:

« Survive at the lowest market price.

 Obtain the discounts or scale of production necessary to keep
costs low.

« Meet itsmembers expectations for agood price for their
labour or their product or service.

Thebest plan of actionisto determinetherange of pricesinthe market,
price yourself near what similar businesses are charging, and plan to
position your product or service on factors other than price. People
will pay you at least as much asthe market price, and maybe even more
if you offer extrabenefits.

Co-operatives by Design
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DISTRIBUTION

Distribution addresseshow you actually get your product or servicetothe
customer: Doyou ddiver itin person?By mail ?1n other words, how does
your product or servicephysically get to the peoplewho buy or useyour
product or service?

Distribution is not as important for some businesses, such as a co-op
whose members operate a personal service business that visits its
clientele, but it isabsolutely critical to others, for example, aco-op that
manufactures a product. Even if it doesn’t seem to have an impact on
your businesstoday, keep up withwhat ishappening in distribution as
a part of your general business reading, as distribution is changing
everywhere. Internet services, for example, are bringing together
consultantsand customers, who arethousands of milesapart.

Some questions you will need to addressinclude:

«  Will you sell directly to the paying customer or member?

Will you useamiddle-person to reach your paying customer or
member?

Will themiddle-person beamarketing co-op, wholesaler, retailer, or
anagent?

Slling direct meansyou do it yourself; that is, you do not have channel
membersor middiepeople.

Middlepeopl e participatein moving goodsfrom the producer to thefinal
customer. Eachtimeyou contract with one, thereisan additional costin
getting the product to market. An examplewould beamanufacturer who
usesan outsdedistributor or sdlesagent to sall aproduct toamgjor retailer.

Most start-ups cannot afford the time and money required to construct
their own distribution network. If you need to physically create and
then move atangible product, you will aimost certainly need to get a
partner or middle-personinvolved. Don’ttry todoit yourself.

If you useamiddle-person, you may want to use co-op advertising. Co-op
advertising iswhen amanufacturer of aproduct or aprovider of services
contributesto thecost of thedistributor’ sadvertising becausetheadsinclude
referencesto the product or service.

First Edition Co-operatives by Design
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A chart approachisuseful for demonstrating how the product or service
will get tothe customer.

Product
or Service

Middleperson

Middleperson’s
% of Total
Sales

Co-op
Advertising
Budget

Geographic
Reach

Business Location

If your co-op isstrongly tied to aparticular neighbourhood or community
you may already have agood idea of whereyou will belocated. In any
case, thelocation of the businessmay beimportant to the distribution of the
product or service, and there are a number of things you may need to

congder:

« The proximity of your members or customersto the co-op.

 If you requireraw materials, the proximity to your suppliers may
be important.

« Thecost of land will vary depending on the location. A storefront
indowntown Vancouver may get moretraffic but the higher rent may
makeitimpossibletosurvive.

« Thecost of transportation (financia and ecological).

If the location is important to your co-op, you may want to make
a map using the information you gathered in your research,

locating the following:

* niche market
* members

e suppliers

* distributors or middlepeople
* competition
* land prices
» potential locations (building for lease, etc.)

You can get a map from your local government and use it as
your base map. The map might have information on future
development plans that may affect the cost of land or rent.

Co-operatives by Design
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COMMUNICATIONS

Thecommunications subsection of themarketing strategy explains
how you will communicatewith your nichemarket. Beforeyou
can determine how youwill communicate, you must consider what
your messageisto your niche market.

Communications:
Includes advertising,
personal selling, sales

promotion, public
Every powerful promotional message has three basic parts: relations.

« What areyou selling?
« What'sinit for the buyer?

« How canthebuyer buy the product or service?

When composing your promotional messages, remember to
make sure they are consistent with your position. Then
consider the best way to expressyour message. Thelast decade
haswitnessed an explosionin promotiona mediaavailableto
the marketer; where once there was ssimply radio, television,
print and personal selling, now there is a wide range of
promotional methods available.

This picking and choosing is called determining your media
mix.

Following arethethreemgjor challenges new businesseshave
when marketing.

1. Trying to reach too big a market. You have a niche
market, so concentrate on niche marketing. In other
words, don't try to tell the whole world about your co-
op. Saveenormousamountsof timeand money and bemore
effective by going right to those you want to communicate
with.

2. Weak messaging. Your niche customers want to know
what you can do for them, so make sure every marketing
message you send out, directly or indirectly, contains a
message about the benefit of doing business with you.

3. Not marketing frequently enough. Recent studies have
shown that, on average, North Americans are directly
exposed to about 300,000 marketing messages a year —
fromlogoson shirtsto direct mail to television and I nternet
ads. That's 820 aday, 5,740 aweek, or 24,000 a month.
WOW! If you take out one ad in the weekly community
paper for amonth, you will have exposed your business

First Edition Co-operatives by Design
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to the market four times (assuming your niche market readsall four
issuesand actually seesyour ad). In that month, your niche market has
been exposed to 24,000 other marketing messages. It isquite possible
your messagewill belost inthemassesand potential customerswill not
think of youwhen it comestimeto buy.

Things you should do when choosing methods for advertising and
publicity include:

« Find methodsthat are consistent with your position (that is, if your co-
opisabout environmental responsbility, don’'t use methodsthat create
alot of wastewith nonrecyclable products).

» Watch for methodsthat involvelittleor no cost.
« Keep avery close watch on your costs.

« Compare costs of each method against the number of potential
customersyou will reach.

 Find out what isworking by keeping track of the money you are
spending and by asking customerswhat attracted themto your co-
operdive.

There are five categories of advertising activities to consider when
devel oping your promotional plan.

1. Packaging: folders, binders, packageinserts, printing on envel opes,
boxes, bags, wrappers or containers, balloons, banners, stickers,
printed messages, packaging tape or ribbon.

2. Persona sdlling: direct communication between sellersand potential
customers. Includes personal sales calls, networking, canvassing,
tradefairs/shows, exhibits, presentations, specia events, fundraising,
business lunches, co-op events, personal letters or e-mails,
proposals, surveys, word of mouth, business cards, or door-to-
door sales.

3. Masssdling: direct mail, flyers, fax back, brochures, Website, posters
or paid advertising (make sure you know your niche market actually
uses or reads or listens to the media you choose). Includes adsin
newspapers, newd etters, magazines, radio, yellow pages, television,
on billboards, buses, benches, bulletin boards, Internet, sandwich
boards, Sgns, vehicles.

2 Co-operatives by Design First Edition
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4. Publicity: any unpaidformof non-persond presentation. Includesnews
rel eases, sponsorships, internet newsgroupsor lists, charitable benefits,
thank-you | etters, post cards, gifts, cel ebrity endorsements, newdetters,
greeting cards, articles, reports, toll-free number, courses, uniforms,
T-shirts, etc. Community newspapersare often happy to publish an

articlethat you havewritten.

5. Salespromotion: salesincentivesincludefreetrias, catalogues, free
samples, discount coupons, two-for-oneoffers, contests, games, raffles,
discount rates, gifts, referra incentives, free demonstrations, personal

endorsements/appearances.

Develop agrid and write down some notes on what you think will be
the most effective methods to get the word out about your product or
service. In addition to writing the method, indicate how you will use
that method. So, don’t just write* brochures” ; write* brochures handed
out to tourists stopping at theferry terminal on weekendsfrom May to

October”. For example:

A co-0p business based in Victoria helps companies to design
Websites. This sub-section of itsmarketing plan might includethe
followingtypeof gridto outlinethe promotiona mix:

Promotiona Mix Grid

Niche Market

Message
(What will be said)

Media Mix
(How to say it)

Small media-oriented
companies located in
Victoria

Eye-Catching Web
Site Design Co-op
can create a
professional-looking
Website for your
business in three
weeks that will get
you more customers.

- Direct mail campaign
- Office opening events
- Donation of services
to major Victoria charity
in return for mention as
designer

- Article in local
business newspaper
about the value of
websites for small
businesses

Marketing requirescreativity. Try tobeoriginal. It'simportant to usea
number of different methods—try six or eight —all reinforcing each other.
And remember that your customers, membersand their friendswill make
thebusinessasuccess. A co-op isabout co-operativism; that’ swhat makes
itwork. It'seasy to get overwhelmed by too much work, but stay intouch

withyour network.
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THE BASICS OF E-BUSINESS

The Internet has become an integral piece of market research and
marketing. You can use it to research your new business, to gather
information from your niche market, to promote your product or service,
or even sdll directly to customers. Used properly, the Internet can open
up awide range of innovative opportunities for new businesses.

The Internet allows businesses, regardless of size or the products they
carry, to service customers, check out other businesses and source
supplierseasily, 24 hoursaday, seven daysaweek. Itisopening possibilities
both domestically and internationally, that, afew yearsago, may not have
existed for your business. Thelnternet allowsyouto reach new customers
and geographic markets, and it lowers your overhead costs and it can
improve credit collections. Ontop of that, it hel psyou stay ontop of trends,
monitor and network with other businessesand find new products, services
and suppliersquickly asthemarket movesand changes. It can makeyour
businessmore productive aswell asmore profitable.

Opportunities for E-commerce

Whether you use E-commerce to complement traditional
business activities or replace them, it can be used in a variety
of ways, including to:

« Offer product or service information and offer customer
service support.

e Generate on-line sales and transactions.
» Solicit feedback via email or on-line user surveys.

e Expand product or service lines and notify potential
customers of new products, services or upgrades.

e Reduce communication, delivery and other standard
operating costs.

e Expand market beyond traditional clientele to new
demographic groups and foreign markets.

e ldentify and implement new distribution systems to deliver
products and services.

e Communicate with the public and press about your co-op.
e Educate the public on your co-op and other co-operatives.

e Provide start-up advice internationally for new groups that
want to start a co-op like yours.

e Discuss challenges with other new co-ops and businesses.

Co-operatives by Design
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Using the Internet Effectively

It isimportant to consider how you can best integrate the use of the
Internet effectively and cost efficiently. Look at:

« How itfitsintoyour marketing plan and strategy.

+ Start-up costsand timefactors.

+ Overall costsand timeneeded to achieveyour objectives.
 Long-term resourcesto maintain and sustainthe system.

+ How much money will be brought in by E-commerce.
 Thefutureimpact of new technology.

Techniquesthat will allow you to use the Internet will vary according
to your industry, your goals and your objectives. For example, you
might set up a web page for information only or design a site that
allows you to conduct sales and be paid electronically. If it appears
that conducting business electronically (E-commerce) creates
opportunities for you, include it in your business plan as part of your
marketing strategy.

Creating an Internet Marketing Strategy

Planning an Internet strategy isvital if you hopeto usethe new medium
successfully. Review available technol ogies and tactics, and look for
waysto blend Internet marketing with your other marketing strategies.
Set some measurable goals before implementing an E-commerce
strategy. You will need to follow basic marketing principles. The
following questions should be answered through market research (see
Module 2):

Will you bereaching the same people asyour marketing methods or
areyou reaching new potentia customers?

«  What products or serviceswill your customers, clientsor
members purchase over the Internet?

«  What price arethey willing to pay?Will they pay extrafor
shipping?

« How will they find your Website? How will you reach them?
«  What promotional effortswill work with this medium?

« What hardware/software capabilitiesfor accessing the Internet

First Edition Co-operatives by Design
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doesyour audience have?

« How and where is your audience accessing the Internet (work,
home, library, etc.)?

« Should you use a combination of mediato gain accessto the
intended audience?

¢  What are the motivations of the niche customer for using the
Internet? Isit to gather information, to purchase a product or
service, or to interact?

« What are their patterns of usage? Are they frequent users,
occasional users, or infrequent users?

« Do they have biases against electronic commerce? Are they
worried about security?

« Arethere government regulations or restrictions on the sale of
certain products or services over the Internet?

Watch for specific situations where the Internet can offer strong
advantages. For example, brand name products sell especially well via
the Internet because purchasers are familiar with the manufacturer’s
reputation and have higher confidence in the product’s quality.
Consumers tend to search for the best price, regardless of the location
of theretailer.

The Internet also works well for specialty products. Its wide audience
may be able to generate enough sales to sustain a specialty product
businesswhereloca markets may not have enough capacity. An example

Tourism On-line

Tourism co-operatives are making good use of the internet to
market their services world wide. The Mistahaya Wayatinaw
Tourism Co-operative, a marketing co-op whose members are
independent tourism operators, is using its Website to advertise
their travel packages, with links to itineraries, photos, video
clips, downloadable brochures and each member’s home page.
Its also provides an on-line booking form in which customers can
suggest modifications to existing tours to accommodate their
needs or abilities. The tour operators take this information to
design a travel package that will best satisfy the customers.'® In
addition to advertising and offering on-line services to
customers, the tourism co-op, Adventures BC Travel
Cooperative, uses its Website to provide detailed information on
the co-op and an on-line application for membership.t*

Co-operatives by Design First Edition
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would beaFirst Nationsco-op sdlling craftsinasmall community. Asthe
I nternet matures, new opportunitieswill emerge and your marketing plan
should be adjusted to be more efficient.

If your co-op does not havein-house expertise, it iswiseto seek expert
advicefromindividuals, co-opsor companiessuch asweb pagedesigners,
Internet Service Providers, E-commerce and E-marketing experts. Get
recommendationsfrom other co-opsor businessesonwhoto hire. Note
there areanumber of co-opsthat provide these sorts of services.
Protecting your
Internet Marketing Tools Information:
To protect your
Therearemany different technologiestofacilitate an Internet marketing ~ information and prevent

strategy. Some of the most common and effective tools are the ~0SSes, make sure you
following: have an uninterruptible

electricity supply or a
heavy-duty surge

Advgrtising _ . . protector. Back up your
A major advantage of marketing on the Internet isthat you caninclude computer files regularly

alot of information and potential customers can pick out what they  and keep backup files off
want. You can also update thisinformation easily and frequently withan  site. Install virus
ever-increasing amount of graphic and multimediaeffects. Makesureyour  protection on your

graphicsdon’ t take so long to download that customersmoveto another  computer and keep it
gte updated, especially if you
plan to download files

A downside of advertising on the Internet isthat it is still difficultto  Tom the Internet.

gauge how many people you are reaching. You need to find some way
to measure how many Internet users actually see and read your ads.

Direct Marketing

The Internet provides outstanding opportunities to direct your
marketing to individuals for the purpose of generating an immediate
response. Thisdirect marketing isaparticularly powerful tool because
it helps you build relationships with your customers. It is far more
profitableto usedirect, personalised communication to retain and build
customer business over the long run rather than trying to continually
find new customers.

The more people that use and trust transactions over the Internet, the
larger the opportunity for E-business. As businesses and individuals
become more comfortable and confident with electronic purchases of
products and services, thiswill increase potential marketsfor you. The
key is to understand how to make an E-business strategy work for
you. A low-cost strategy can result in significant sales and become an
important component of your business plan.

First Edition Co-operatives by Design
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Security concerns:
Right now, consumers
appear to have little
confidence in the security
of transactions
conducted over the
Internet. Address this in
your strategy so you can
assure customers that
their credit card
information is safe on
your site.

Business markets

E-commerce can include both business-to-business and business-to-
customer transactions. A large amount of E-commerce is currently
business-to-business. Your product or service may not appeal to end-
user customers on the Internet but may have broad appeal to other
businesses.

Business-to-customer transactions will continue to grow as more
customers use the Internet, personal computer costs decrease, and the
Internet becomes more popular in homes.

Web Directories

Web directories and search engines areinformation gatewaysthat have
high traffic and are good for displaying advertisement banners. They
are used to find Internet information and, for this reason, appeal to
broad niche groups. They can target specific markets and use keywords
to link the niche customer to your ad.

E-flyers

You may want to collect the e-mail addresses of potential customers
and send out product information specific to their interests. Someways
to gather these e-mail addresses are through on-line registration built
into corporate Websites, or in-store requestsfor thistype of information.
Anaternativeisto purchaselists of customer e-mail addressesindexed
by special interests from a private company but many peoplefind this
unethical and/or annoying. Be careful not to bombard potential
customers or members with unsolicited and unwanted e-junk mail.

On-line Magazines

These publications are focused on specific topics and may be away to
reach a niche audience interested in that subject. You may want to
purchase banner adsto display your product or co-op name.

Hosting Services

These services are often set-up by Internet Service Providers (ISPs) to
provide community information about non-profit agencies. Advertising
on these sites may reach the intended audience if they have known
interestsin the posted services.

Collaborative M arketing
It's possible to team up with other co-ops or businesses to:

+ Cross-promote: For example, setting up links from one Website to
another or offering specia promotionsin partnershipwith
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complementary goodsor services. Thismay aso support credibility
and awarenessfor your co-op.

Share advertising.

Participate in joint sponsorship of events, informational Websites,
mailing lists, on-Line bulletin boards, directories, etc.

Protecting the Environment

The Co-operative Auto Network and the Nelson Carshare Co-op
are using the internet to attract new members and to allow
existing members to access its services. The Co-operative Auto
Network’s Website provides detailed information on what car
sharing is all about and what it means to be a member of an
auto network. It also offers an on-line “consulting” link to provide
information to other groups trying to develop a car sharing co-
op. The Nelson co-op makes use of its Website to allow
members to book a vehicle on-line. It also provides an electronic
“rideshare” bulletin board which allows anyone travelling to or
from the Nelson area to hook up with other travellers by offering
a ride or asking for a ride.*?

SalesPromotions
These are short-term incentives that include methodsto stimul ate sales
through immediate or delayed incentivesto the customer, such as.

E-coupons:. these can be printed off Websitesor e-mail.
Sampling: offering product samplesdectronically.

Bonusoffers. offering additional goodsor serviceswhen making
single purchases (e.g. buy one-get onefree).

Limitedtimeoffers: useful to attract visitorsto return to aWebsite.
Gameswith prizes: useful to keep people coming back to Websites.

Somelega restrictionsmay apply; make sureyou check out all
gpplicablelawsand regulations.

Re-order pointsawards. awarding pointsto customersthat order
through your Websiteregularly.

Featurepricing: providing specia pricing to customersthat order
eectronicaly.
Cross-promotionswith other business' productsor services: buy a

product or service and get acoupon for another business' product or
savice.

First Edition
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Publicity

Thegod of publicity isto haveotherstalk about your businessor itsproducts.
It can beinexpensiveor evenfreeand it may havethe potentia to generate
far morein salesthan even awell executed advertising plan. Key publicity
tacticsinclude:

 Entering awards contests. For instance, Website design contests
hosted by avariety of co-operatives, consultant agencies, professiona
associations, Internet magazines, suppliers, or consumer groups may
generatetraffictoawinning Site.

 Contact traditional sources(e.g. newspapers, magazines, trade
newsd etters) about the co-op’sentry into el ectronic marketing of its
products.

«  Writearticlesfor on-linemagazines.

Direct e-mail

Solicited and unsolicited. E-mail lists of prospective clients may be
purchased or developed using search engines. These may be used to
send out batch mailings. Potential customers may reject your unwanted
e-mail so carefully consider the drawbacks.

Public Relations

TheWeb can beanimportant vehiclefor publicrelationsactivities. Itis
important to communicate with your customers and let them know
what you are up to. You can use the Internet for this purpose through:

. Customer service communication viaemail
. On-linespecid events

. Customer chat roomsor discussion groups
. On-lineinformation

. Electronic pressreleases

High Tech Co-operation

An emerging area of co-operative activity is in the high tech
industry. One example of a high tech co-op is CLIQ Services
Co-operative. CLIQ is a worker-owned programming and tech
services co-op that has been operating in Oakland, California
since 1994. The co-op has 11 members in total. The co-op’s
Website has links to each member’s personal home pages, and
lists all of their services on-line, which include dial-up and
Digital Subscriber Line (DSL) access as well as Internet
hosting.t?
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PublicForums

Therearemany interest-based sitesthat dlow visitorsto communicatewith
one another. You can reach people by posting messages or sponsoring a
forum. Do your research and seewhat forumsare currently out there. You
canmonitor them to determineyour niche market’ sneedsand find business
opportunities. Theseare also agood way to discussissueswith other co-
opsor businesses.

Virtual Malls

These Web-based sitesallow abusinessto post products or servicesfor
sdeaong with other businesses. Usualy these“malls’ contain productsor
servicesthat complement oneanother and are designed to reach aspecific
market. These siteshavetraffic aready drawn to them and thismay bea
better way for youto get your product to the marketplace than by waiting
for potential customerstofindyour site.

On-line Surveys

Information may be collected onthevistorsto aWebstethroughregistration
forms, on-linesurveys, or through tracking the areas of the sitethey visit.
Youmay findinformation and opportunitiesby surveying potentid or exigting
customers. TheInternet isevolving rapidly and you may want to keep up
with thetrends on an ongoing basisby using thistechnique.

What, No Advertising?

Mountain Equipment Co-op, Canada’s “environmentally
responsible” outdoor store, has grown from a group of UBC
students selling climbing equipment to Canada’s largest retail
co-operative by membership. But MEC doesn’t advertise.
Advertising might lead to people buying stuff they don’t need,
and that goes against MEC's strong environmental values.

MEC’s marketing comes from its position as a socially
responsible store that sells high quality equipment and does
business by treading lightly on the earth. The co-op maintains its
commitment to social justice by ensuring that its environmental,
safety and employment standards are respected in the
manufacturing of all its products, whether made in Canada,
China or Taiwan.*
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CUSTOMER RELATIONSHIP MANAGEMENT

Itisvital tothe successof your co-op that you keep information about your
customersor clients. If your customersare members, youwill dready have
recordsfor them.

Theamount of information you collect will vary depending onyour co-op.
A consulting co-op should keep asmuch information about itsclientsasit
can. A bakery co-op, however, will probably scare away itscustomersif it
sartsasking and writing down everyone' snames and addresseswhen they
buy aloaf of bread.

As part of your marketing plan, keep detailed records that include
information such asthefollowing:

« Namesand addresses, including e-mail, phone and fax numbers.
« How they heard about the co-op.
«  What they purchased.

« If they received referrals and from who.

You also need to keep information about every prospective member or
customer. For example, if someone from the co-op givesapublic tak,
ask for contact and other information from everyone who attended. If
they cameto listen to you, they are potential members or customers!

Anideal way to keep suchinformation handy and organisediswithasmple
database program or basic CRM (customer relationship management)
software. Therearemany good programsavailablethat arequite affordable.
Beawareof privacy issuesand concerns of security. Never give away or
sl your liststo anyone. Not only could thisget you into legal troublebut it
will alsolose people strust.

Most importantly, co-ops are about community building. Creating a
co-op withawel coming space or in away that brings peopleinto the co-op
innonmonetary wayswill helpthe co-op grow and stay strong. Try to organise
eventsor get involved in community cel ebrationswhereyou caninteract
withyour membersor customersand clients.
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REVIEW OF MODULE 3

Inthis section we have covered thefollowing:

 Using your co-operative advantageto create aunique co-operative
marketing Strategy.

« Positioning your co-op to give your co-op a space in the market.

« Defining the marketing aspects of your service or product and
considering the market in your pricing strategy.

 Locating your co-op and distributing your product or service to
your members, customers or clients.

 Creating a promotiona mix to let members, customers or clients
know about your product or service.

« Understanding what tools are available on the Internet and using
it effectively to sell products, advertise, network and conduct
other co-operative business.

« Thevalueof customer relationship management.
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WORK PROCESS

‘Tk:e operations strategy isthe actual planfor how you aregoingto run

your operations. Thisismoreimportant to your group thanitistofunders,
dthough partsof it will till beincludedinyour businessplan. Your operations
strategy iswhereyou start getting into the nitty gritty detailsof what your
work sitewill ook likeand what kind of equipment you need. Thismodule
will also help you through the process of purchasinginsuranceand finding
an accountant. A group field trip or tour of other co-opsor businessesin
your industry should help you design your operations. Remember to ask
lotsof questions!

To begin your operations strategy, outline your operational processin
detail, from raw material through to finished product, or from receipt
of an order through to delivery of goods and/or services to your
customer. Thiswill help you identify any research you need to do and
will make sure you haven't left anything out. When you write your
business plan you will walk the reader through your operations plan.

A manufacturing business, for example, should ask themsel ves:
«  Wherewill we store raw materials?

«  Wherewill we storefinished goods? How much spaceisneeded, and
what it will cost?

«  What arethe hoursof operation and number of shiftseach day?
+ How will thework required get donephysically?

« What arethe production steps ? (You can show thisin astep-by-step
guide, usudly inaflowchart.)

Why co-operate?

“If you go on a seal hunt using breathing holes to hunt seals,
and you go by yourself, and if you cover only one of the
breathing holes, you don’t have that much chance of being
lucky. A seal has five or six breathing holes, so the more you
can cover, the better, and so usually the whole camp would go
out — with their dogs— and try to cover as many holes as
possible and everyone shares. And that is why | think the Inuit
took so easily to co-operatives.™

Value-added:

The amount by which the
value of an article
increases at each phase
of its production, separate
from the original costs.

For example:

“Carrying out further
processing of the wood
locally before exporting it
is considerably more
profitable and it creates
more jobs or collective
wealth than if we confine
ourselves to basic
products like 2 x 3s or 2 x
4s, and so on.” 2
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SITE

In Module 3 we discussed theimportance of thelocation of your business
geographically for marketing purposes. In your operations strategy,
you should belooking at your actual site plan. Now that you’ ve outlined
your production process step-by-step, you should have a good idea of
what your space needs are.

Begin by determining what square footage (or square metres) is needed
andin how many locations. Do you need office space, warehouse space,
manufacturing space, or acombination of these?

Some things to consider when you are designing the layout of your
space are:

» Accessibility for staff and customers, including washrooms.

« WCB regulations.

« Storage needs.

« Parking needs and parking requirements.

 Building codesand bylaws.

 Efficiency.

« Marketing (colour, design, €tc.).-

If thephysical flow of goodsand servicesisvital to your co-op’s SuUccess,

consider providing alayout of your facility in the appendices of your
businessplan.

2 Co-operatives by Design First Edition
Module 4: Developing an Operations Strategy BCICS Copyright 2002



EQUIPMENT

Do you need any specia equipment to initiate operations? Thisiswhere
you need to get a clear idea of what you expect to pay and who the
proposed supplier will be. Start collecting brochures and/or quotes
from suppliers, and make sure the quotes are guaranteed to still be
valid when you are ready to buy the equipment.

Discuss whether you will be leasing or buying key equipment. If you
areleasing, find out the details of the lease (there is moreinformation
onleasinginModule8). It hel psto create atable showing what you need,
whereyou' |l getit, and what it will cost.

Example for abusiness consulting co-op in Nelson:

Equipment Needed Source/ Supplier Cost
R2D2C3P0 Computer | XYZ Computer Supply $1.800
Co. '
3 ergonomically ABC Chair Co. $600
designed chairs
itz?ti%r::h work Bill's friend Andrea Barter for marketing
advice (value $500)
Deluxe scanner Scan-you Co. $150
2 x4 drayver legal Government auction in $50
filing cabinets
Nelson
Answering machine / | XYZ Computer Supply $220
fax/ copier Co.
Skookum laser printer | A local business which bookk;-;a?r? f(')s:arvices
is closing down (valt?e $9200)
Total Equipment S
Cost $2,820 ($700 in-kind)
First Edition Co-operatives by Design
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SUPPLY SOURCES

Make sureyou thoroughly investigate your sourcesfor anything key to the
gart-up—amgor pieceof machinery, akey contract and vita raw materias.
Sometimesthingsdon’t work out asplanned. That’ swhy your co-op needs
aback-up plan. If you' re prepared for theworst, it'snot so badif it happens.

Isthere akey supplier that you will rely on? Who? Why that supplier?
What happensiif that supplier goes out of business, is sold, or decides
to“pricegouge’ you becauseit knowsitistheonly supplier?If you haveto
find an dternate supplier, perhapsyou should start buying somethingsfrom
theaternate supplier now inorder to build arelationship.

The Big Widget Maker That Wasn'’t

About 15 years ago, there was an entrepreneur who wanted to
start a company that would manufacture specialised siding for
various industrial uses. The entrepreneur did a tremendous
amount of research to confirm there was definitely a narrow,
yet growing, market for the siding as well as identifying how the
target market purchased this type of product, who the key
contacts in the market were and so on. The research also
established there was only one supplier of the machine that
could produce this particular type of siding.

Out of the research grew a business plan and then a one-year
search for the $2 million this venture required to start up. The
money was raised, the machine (which took up $1.5 million of
the cash) was ordered from a large manufacturer, and all
seemed golden.

One day the machine arrived in a big crate. Champagne corks
flew — it was a grand day. Then the crate was opened to reveal
a bunch of gears and other small parts that looked like they
had been thrown together in a heap and shipped. Yes, it was
true. The manufacturer was supposed to have shipped a plug
and play, ready to use, siding maker, but had instead sent up a
box of junk with no assembly instructions.

It turns out the manufacturer had been on the brink of
bankruptcy just before receiving the order, and there was no
one to provide assembly help to the business. The
entrepreneur went out of business without really having been
in business.

Co-operatives by Design First Edition
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Other thingsto consider at thispoint are:

« How youwill keeptrack of inventory. Find out what other smilar
businessesdo, asinventory control procedureswill vary depending on
what type of co-op you operate.

« How youwill keep track of specific procedures and equipment used.

«  What your quality control procedureswill be and whether these
procedures meet or exceed the standardsrequired by theindustry you
areentering?

Co-operative Financing

In 1990 the B.C. government established the B.C. Feeder Associations
Loan Guarantee Program (FALG), which provides apartial loan
guarantee to private sector lenders who make financing available to
farmers through local livestock feeding co-operatives. Farmers must
be members of the co-op in order to participate.

The purpose of FALG isto increase the time feeder cattle remain on
B.C. farms thus capturing more of the value-added potential of the
cattle industry. Having accessto this financing arrangement allows
ranchers more market options and it enables them to optimise the use
of the livestock feed resources available. With an affordable loan
farmers are able to keep cattle longer to increase weight before
market sale, to buy other cattle to use up available feedstuffs, or to
finish calves to market weight for sale to packing plants. Perhaps
most importantly, people are ableto obtain low-interest financing to
start up afarming operation allowing them to contribute to
strengthening B.C.’sagricultureindustry.

The lender finances 100% of the value of the cattle purchased, and the
cattle become the security for the loan. Co-op members place a
security deposit of five per cent of the loan value with their co-
operative (the security deposit is banked as both the assets and the
collateral of the co-op). Deposits to the co-op are maintained whether
or not amember has an outstanding loan, so the collective deposits of
all members at any one time amount to an average of 8 to 10 per cent
of outstanding loans. The government guarantees the lender 25 per
cent of the value of any loan that the lender is unable to collect from
theindividual member or from the collective deposits of the members.

While some ranchers have afew criticisms about the design and
expectations of the program, it is noteworthy that since itsinception
there have been no defaults. Participants in the program say that the
co-operative model encourages the members to make sure it works; if
there is aloan default everyone bears a financial cost. See End Note
3 for moreinformation.

First Edition Co-operatives by Design
BCICS Copyright 2002 Module 4: Developing an Operations Strategy S



6

LABOUR

Theimportance of this section will depend on the structure of your co-
op. Not al co-opsrequire paid labour, especially in the early stages. A
housing co-op, for example, may be managed entirely by the collective
efforts of its residents. However, even a housing co-op will hire
contractorsat some point, especially whenit isdoing major renovations
or construction.

How you structure your co-op will aso determine whether or not your
workersare members or non-members, or both. When devel oping your
business plan and your membership agreement, members must decide
what percentage of the work, or which specific work, should be done
by members and what can reasonably be done by non-members. Most
new workers co-ops start without any empl oyees, other than the core of
three or more founding members. As a guideline, federal co-op
legidlation requiresthat 75 per cent of the staff in aworker co-op must
be members.

Develop a chart showing all the positions your co-op requires. You
should also include any positions that may be required during the
development period. In your operations strategy, develop job
descriptions for each of the positions. The chart may look like the
following:

Labour Profile for X Co-op Warehousing

Number of | Is this a Wage
Position | Employees | Member | Skills Needed
Position?
Sales rep 3 Yes Certificate $40,000/yr
plus
Business-to- commission
business experience

You may want to consider subcontracting, which has proven more useful
than hiring for anincreasing number of new companies. Subcontractors
may cost more, but thisisusually morethan made up for by thetime saved
by not having to supervisework asclosdy and not having to pay employment
benefits. Subcontractorsmay also offer moreflexibility, whichisespeciadly
useful at start-up.

In some marketing co-ops, workers co-ops, and many producers co-ops,
the members provide goods or professional services which the co-op
markets collectively. In this case, often members will contract their

Co-operatives by Design
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servicesto the co-op. A membership agreement will spell out theterms
of the contractual relationship. This may include how much of your
product or services must be sold through the co-op, how many shares
you must buy, the co-op’s right to accept or refuse product, terms of
payment, and so on.

Recruiting New Members

For worker-member co-ops, you should recruit a new member if the
work availableisfull-timeand the businessis stable enough to support
them. Thisdecisionisalso based, in part, onyour earlier discussion of what
specific work should be done by members.

A general guidelineinretail businessisthat you do not hire someone
until the benefit of anew person to the co-opisat least threetimesthe
cost to the co-op. Let’s say you are planning on hiring one person at
$10 an hour for 40 hoursaweek. That’s $400, plus about 20% payroll
costs(for CPP, El, and Workers Compensation Board coverage, vacation
pay, plustraining costsand time, additional bookkeeping costs) for atotal
cost each week of $480.

The new person must bring in at least three timesthe cost, or an extra
$1,440 in sales to make it financially worthwhile to the co-op. Why?
Because about half of this $1,440 — or $720 — pays for the actual
product the personisselling. So the cost of the product ($720) and the
cost of the employee/member ($480) totals $1,200. Therefore, if a
new person doesn’t bring in at least three times their cost, the co-op
may actually lose money.

Sharing the Work

Advantage Workers Co-op, located in Dawson Creek, secures
employment and training opportunities for its members, who
experience barriers to work. The worker-members provide
practical support for each other by respecting each individual's
barriers to work and offering a workable solution, such as
sharing shifts or car-pooling.*

“Some workers co-
operatives attach
importance to the rotation
of jobs because drudgery
can be spread more
evenly, more members
can have the opportunity
to perform challenging
tasks, and members can
develop a better sense of
the co-operative as a
whole. Rotating jobs can
encourage better
decision-making by your
co-operative and personal
growth for your
members.” °
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MANAGEMENT

The Management
Trinity:

“Bad management kills
companies, not lack of
finance. No matter how
much money you infuse
into a badly managed
business, the chances of
it succeeding are slim,
whereas if you infuse
good management into a
financially troubled
company, you can turn it
around ... That is to say
that people, not money,
run businesses.”®

Management isresponsiblefor the day-to-day operations of the business
according to the co-op’sgoasand policies. They may havedutiessimilar
to those of managersin acompany or other duties as determined by the
co-op’s structure and the direction of the board. In small co-ops,
management responsibilities are frequently shared among the members,
rather than being concentrated in one person. In other co-operatives —
generaly larger and more complex enterprises — there will likely be
management staff for operations.

Managers may be members of the co-op or they may be hired from
outside the co-op. In a co-op, managers are politically accountable to
the members through the board of directors. The board of directors
eval uates management’s performance with input from the members.

The authority, responsibility and accountability of management needs
to be made clear. Develop clear guidelines now, before you actually
start the business or hireanyone. A process should bein placeto evaluate
thedivision of labour to make sure members/empl oyeesand management
are ableto function efficiently within these guidelines, and that the co-
op isfostering aworking environment of mutua respect and learning.

Value-Added Services

In 1998, small community farmers in the Cowichan region came
together to talk about their needs and concerns. Three
concerns were identified: the need for value-added activity to
increase the value of local products; the need to develop new
business opportunities for processors; and the fact that there
were no local processing facilities that meet the federal health
standards guidelines. To address these concerns, a small group
of processors developed the Warmlands Specialty Foods Co-
operative. So far the co-op offers a number of services to help
producers add value to their products, among them the use of a
provincially inspected commercial kitchen, training in safe food
handling and other business skills, bulk buying, the opportunity
to market products under the Warmland Gourmet Co-op label,
distribution networks, on-line marketing services, and the
opportunity and materials to participate in professional trade
shows. Ultimately, the co-op is working towards the
establishment of a federally certified food production facility.”
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ACCOUNTING AND BOOKKEEPING

Bookkeeping is the practice of recording a organisation’s financial
transactionsin a systematic manner. Thismay be done by one of your
members. If none of your members know how to do bookkeeping, then
the co-op should pay for training for at |east one of your membersto learn.
Basi ¢ bookkeeping coursesare usually availableat community colleges.
However, you still need to hirean accountant.

Bring in an accountant early in your business planning process.
Accountants not only help reduce your financia risks, assist with tax
matters and monitor thefinancial health of your business, but they can
also provide help with your business plan and challenge your financial
assumptions.

Make sure you find someonewho isqualified. Any one can open up a
business as an accountant, but only those with specific qualifications
can call themselves a Chartered Accountant (CA), Certified General
Accountant (CGA) or Certified Management Accountant (CMA). A
bookkeeper can prepare your financia statements, but he or sheisnot
an accountant.

Hereisasample of the services you might need from an accountant:
« Assistingwithfinancial projections.
 Providing formulasto help determine prices.

«  Working with Canada Customs and Revenue Agency on payroll
issues and empl oyee deductions.

 Setting up a day-to-day bookkeeping system that the co-op can
easily understand and complete on aregular basis.

« Providing tax advice and financial planning for both the co-op
businessand members.

 Preparing income tax returns for the co-op business and
members.

+ Setting up systemsfor the control of cash and handling of funds.

+ Reviewing thefinished businessplan.

Before you start looking for an accountant for your co-op business,
make sure you know what you will want this person to do. Then you
can ask for references from other co-ops, businesses, or your financial
institution. You can aso find an accountant firm that will meet your needs
by looking in the phone book.

First Edition Co-operatives by Design
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A good accountant shoul d:

« Understand co-ops and your type of business.

Explain thingsin alanguage you understand.

« Help you set up your day-to-day bookkeeping.
« Stay up-to-date on Canadian tax laws.

« Beaccessibleto answer quick questions.

« Beup-front about all rates and fees.

Arrange to interview a number of accountants. Most are willing to
offer a short free consultation so you can learn more about what they
haveto offer your business. Take as much of your business plan asyou
can to this meeting, and make sure the person in your co-op who will
be responsible for the day-to-day bookkeeping and bank accounts is
present. If you are dealing with alarger accounting firm, make sureyou
know who will be assigned to work with you. You should work with
the same person so they understand your co-op and you are comfortable
working with them.

Make sure your accountant is being as aggressive as possible in
interpreting tax matters, without putting you at risk. The Income Tax
Act of Canada and its Interpretive Bulletins are literally thousands of
pages long and extremely complex. Your accountant will need to be
comfortable with those areas that affect co-ops and your business.
There’'saworld of difference between arranging your affairsin away
that minimises your taxes and tax evasion. You need an accountant to
help you avoid as much tax as possible without breaking any laws.

Co-operatives by Design
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INCOME TAXES

The following section is a guide to help you understand more about
incometaxes. However, tax laws are aways changing. Your accountant
will be able to provide you with the most accurate, up-to-date
information.

All co-ops are taxed as corporations, which means business expenses
may be written off against revenues and the remaining net income is
taxed at corporatetax rates. If aco-op losesmoney, it can carry forward
losses and apply them against income in subsequent years to reduce
the tax payable in those years.

The relationship a member has with the co-op determines the tax
treatment of money that flows between the co-op and the member,
whether it isasalary or payment for goods or services.

Employer - Employee Relationship

In co-ops where the members are also employees, the employer/
empl oyee rel ationship becomesthe primary onefor taxation purposes.
The co-op pays its member-employees through a payroll system. It
deducts income tax, Canada Pension (CPP), Employment Insurance
premiums (El) and any other deductions, and remits them to the
appropriate agency on behaf of the member-employee. The co-op must
also make an “employer’s’ contribution of CPPand El.

Member-employeesreceive apay stub with each cheque showing how
much they have earned and how much the co-op haswithheld. At the
end of the year, they also receive a T-4 dlip showing the total amount
they were paid and thetotal withheld. The member-employee usesthe
T-4 dliptofile his or her personal tax return.

The co-op writes off the gross amount it pays its member-empl oyees,
plus the total remitted to Canada Customs and Revenue Agency on
behalf of member-employees, aswell asthe employer’s contribution.

Self-employed Contractor

In this relationship, members contract goods or servicesto the co-op,
which the co-op then sells. Member-contractors are usually self-
employed and invoicethe co-op for the goods or servicesthey provide
aswell asprovincia salestax or GST, if applicable. They usetheir own
tools and equipment, and work out of their own space.

Write Off:

To charge an asset
amount to expense or
loss, in order to reduce
the value of that asset
and one’s earnings.

Remit:
To send payment for
goods or services.

Gross Amount:
Total of something.

First Edition
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Invoice:

The bill issued by the
person who has sold
goods or rendered
services to a customer.

Solvent:

Able to pay all debt
obligations as they
become due.

Theco-op treatsthetotal amount of theinvoice asapurchase of goodsor
services, and deductsthisfrom itsrevenue along with other coststo arrive
at itstaxableincome. If the contractor charges GST, the co-op claimsthis
asacredit against theamount of GST it has collected and remitsany amount
owing to Canada Customs and Revenue Agency.

The contractor records the sale as revenue and remits the GST and
PST collected. After deducting any business expensesincurred to create
the product, deliver the service or make the saleto the co-op, members
arrive at an amount that is claimed as personal income. They calculate
the taxableincome and remit the necessary tax to Canada Customs and
RevenueAgency.

Make sure you check with your accountant and/or the Canada Customs
and RevenueAgency beforehiring amember-contractor or asubcontractor.
If you don’t arrangethings properly, you might find yoursdlf responsiblefor
the contractor’ staxes, CPP, El, and maybe even afineplusinterest. The
co-op should ensurethat each contractor hasWorkers Compensation Board
coverageif they areworking on site. Otherwise, the co-op could beligbleif
the contractor isinjured.

Employee or Self-employed Contractor

Canada Customs and Revenue Agency provides a pamphlet called
“Employee Or Self Employed” which helps employers determine if
they haveabusinessrel ationship (worker isself-employed) or an employee-
employer rdaionship. Someof thekey differencesbetween asdf-employed
person and an employeeare:

« Control: If the person isan employee, an employer usually
determines hours of work, tasks to be performed and deadlines.

« Specificresults: An employeeusually providesongoing servicesas
needed for the daily operations of the business; a contractor
usually has a specific assignment or project to compl ete.

« Economic reality: A contractor accepts any risk of losses
occurring upon completion of the project or assignment; an
employeeispaid aslong asthe employer is solvent.

 Integration: An employeeisgenerally anintegral part of the
business and does not |eave to work for another business when the
project iscomplete.

If you are not sure about the status of your co-op members, talk to
your accountant or call the Canada Customs and Revenue Agency.

Co-operatives by Design
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Distributing Patronage Rebates

If your co-op creates a surplus and distributes thisto its membersthis
is called a patronage rebate. (In some cases it may also be called a
dividend.) Thetaxeswill be determined according to whether members
are considered employees or self-employed contractors. If themembers
of the co-op are neither employed nor contracted, then the patronage
rebate is considered a pre-tax expense by the co-op and is therefore
not taxed. If the rebateis high enough (which it rarely is) then the co-
op might issueaT-5 dip so that membersmay declareit asincomewhen
they filetheir personal taxes. Your accountant can help you figurethisout.

Employer/Employee Relationship

If the co-op membership decidesto pay part of asurplusto employee
members, the co-op can deduct the surplus before calculating itstaxable
income. Canada Customsand Revenue Agency will consider thisearned
income, not a dividend, and the co-op must withhold and remit the
necessary incometax, CPPand El, just asif it werearegular paycheque.

When aco-op decidestoissue such a“bonus’, it can deduct the amount
from its income immediately but has 182 days to issue the bonus —
which results in atax deferral. In other words, if a co-op declares a
bonusin August, it can reduce itsincome for that year but it does not
have to pay the bonus until February. Members can then claim the
incomeintheir following year’ sincometax.

If aco-op needscapital or isshort of cash, it can declare aworker bonus
and keep themoney inside the co-op inthe member’sname. Thisisoften
caledaninterna capital account, or amember |oan, and allows members
to help capitalisetheir co-op. Theloan may be held for aspecific period of
time (for example, fiveyears) and then paid out. Memberswill till haveto
pay incometax on thisbonus, eventhough they do not recaiveitimmediately,
and Income Tax, El and CPP must be deducted.

Self-employed Contractor Tax Deferral:

The co-op membership can also decideto distribute some of itsprofitsto ~ PaYing taxes in the future
memberswho sell their product or servicethroughit. Thedistributionis ~ 'oF ncome earmed in the
generally based on patronage or theamount of businesseach member has~ CU"eNt Year

donethrough the co-op. Thisisdonejust like abonusto employees—the

co-op declaresthe patronagerebate and reducesitsnet incomeaccordingly.

First Edition Co-operatives by Design
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When themember receivesthe patronagerebate, it isadded to other revenue
ontheir tax return before expenses are deducted and tax cal cul ated.

Thefollowing table summarisesthetax-profit i ssues discussed above:

Members are employees

Members are self-
employed

Income Tax

Co-op deducts from
employee's pay and submits
to CCRA.

Member pays.

El

Co-op deducts from
employee's pay, adds
employer's contribution and
remits to appropriate
agency.

N/A

CPP

Co-op deducts from
employee's pay, adds
employer's contribution and
remits to CCRA.

Member must pay when
submitting tax return.

Patronage
rebates

Considered earned income;
treated as regular income.

Member declares as
income when submitting
tax return.

Co-operatives by Design
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INSURANCE

Finding the best insurance plan may be challenging. If none of your
members have extensive knowledge of insuranceissues, find an advisor
who does.

Identifying Your Risks

Start by identifying your risks. It isimportant to consider al the potential

risksyour co-op businessmay face when you are planning your insurance

needs. Remember thiscan rangefromtraditional risks such astheft and

fireto personal or professional liability. Remember to consider potential  Liability:

lossesthat could damageyour business—such asacomputer crashforan A financial obligation,
Internet-based business, the loss of akey employee/member, abusiness ~ debt, claim, or potential
interruption caused by anatural disater, or liability rdlated toyour product~ 10SS-

or service.

Onceyou know what presentsarisk, eval uate the nature and potential
severity of thisrisk. Your businessismorelikely to experience atheft
than amajor earthquake, but the potential for major lossand disruption
isfar greater with the earthquake. Anything that causesalossiscalled
aperil. Your co-op should insureitsland and buildings against anumber
of perils, such asfire (including arson), vandalism, water damage and
smoke.

What You Need to Protect

To help identify your risks, take an inventory of what you will need to
protect. The chart “Finding the Right Insurance Coverage’ in this
section will help you through this. Thelist of what you need to protect
extends beyond the more obvious things such as physical property or
things you own.

If you rent or lease your place of business, the co-op may beresponsible
to the landlord in the event of fire, explosion, vandalism, water leaks
and other perils. If you own your place of business, the co-op will need
insurance to protect the interests of the mortgage-holders as well as
the members. If your co-op is doing business from amember’s home,
you will likely want to buy additional insurance coverage in case a
person isinjured while in the home on business.

In some casesyou may want to protect your members, employeesand/
or directors. For example, if your co-op will provide professional
services, you may need to protect the members who are providing
those services.

First Edition Co-operatives by Design
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Deductible:

The amount of a loss that
an insurance policy
holder has to pay out-of-
pocket before
reimbursement begins in
accordance with the
insurance rate.

Establishing an Insurance Plan

Insuranceisintended to protect individua sand businessesfrom | ossesthey
cannot handlethemsel ves, whether itisrebuilding after afireor paying costs
fromacar crash. Your businessmay never recover if it cannot deliver goods
and servicesto customersfor aperiod of time, or isforced to redirect its
cash flow to cover the cost of atheft.

The chart “Finding the Right Insurance Plan” is designed to help you
identify the kinds of insurance you should look into. Your insurance
agent can help explain the different policies, options and deductibles
available. Select the highest deductibleyour business can absorb without
facing severe difficulty. Thisletsyou to keep the cost of the insurance
as low as possible, but still protects you against losses that could put
you out of business.

Finding the Right Insurance Coverage

Type of Coverage

What to Protect

Risk Special Note

Business Insurance

Vary in what they
protect.

Standard business insurance
plans do not provide
insurance protection for
professional services liability.

Vary in what they protect
against.

Property Insurance

Physical property and
inventory (items inside
building such as
furniture and fixtures,
inventory and any
personal property used
in your business).

Fire, earthquake, theft, etc.

If your business was
destroyed by fire, would not
cover lost income.

Auto Insurance

Any motor vehicles your
CO-0p USES.

Insurance claims may not be
valid if a vehicle covered for
personal use is involved in a
crash while being used for
business purposes.

Member and/or
Director’s Liability
Insurance

Co-op members and/or
directors.

Legal liability arising from
defective products or
services, negligence in
fulfilling a contract, or even
from a fall by a customer on
a wet floor.

Some boards buy liability
insurance to cover legal fees
and expenses of legal action
against the board and/or
individual directors.

16
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What to Protect

Risk

Type of
Coverage

Special Note

Co-op or co-op
members

If your members are
professionals and your co-
op provides specialized
services, your professional
activities may expose you to
lawsuits.

Professional
Services Liability
Insurance.

Most policies exclude any
loss from professional
activities, which would include
an error or mistake on your
part.

Co-op or co-op

If your co-op sells advice or

Professional

Talk to your industry

BCICS Copyright 2002
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members counselling of any kind, you | Liability association.
may need to protect against | Insurance (it will
legal action if members give | likely be
advice that results in packaged as
damages. “professional

errors and
omissions
insurance".

Co-op Liability for bodily injury or Product Liability | It may also include liability
property damage incurred Insurance incurred after a business has
as a result of negligence or completed a job with
a defect in the product you improperly performed work.
sold or manufactured.

Protects co-ops and Losses resulting from faulty | Boiler and Because of the high potential

companies or malfunctioning machinery, | Pressure Vessel | for serious loss, insurance
including damage to the Explosion companies generally provide
insured equipment as well Insurance high levels of inspection and
as surrounding buildings loss-prevention service to
and equipment. their customers.

Protects co-op and Damages to equiptment Equipment

companies Breakdown

Insurance

Office equiptment, Theft Burglary

finished goods, protection

equiptment, etc.

Co-op Theft by employees. Dishonesty It is particularly important for

Insurance or an any business that handles
Indemnity Bond cash or securities.

Co-op Compensates businesses if | Key personnel
the death or departure of a | Insurance
key employee causes a
downturn in orders.

First Edition Co-operatives by Design
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Type of

What to Protect Risk Special Note
Coverage

Lost income or other Losses if you are unable to Lost profits and continuing
costs you may incur to | continue normal operations | Business expenses can be covered
get back into action. and functions of your Interruption until the business reopens, or
Business interruption business, whether this is Insurance even until previous business
insurance covers things | due to a fire in your volumes are reached.
such as rent, electricity, | premises or a natural Coverage is generally
payroll, renting disaster such as a major provided for a specific period
temporary snowstorm, flood or SO you can rebuild, repair or
accommodations and earthquake. replace the damaged property
machinery, hiring sub- at the described premises
contractors or paying with reasonable speed and
overtime. similar quality.
Member employees Inability to work due to injury | Disability See “Special Notes on
and their families. or disability Insurance Disability Coverage”

Employees

Inability to work due to injury
or disability

WCB (Workers'
Compensation
Board) Provincial
agencies

*Required

The cost depends on your
business. You may qualify for
a discounted rate if you work
with a WCB representative
when setting up your
operations, and show you
have implemented
appropriate and
recommended safety
procedures, training and
precautions

* Some co-ops may have more specific risksthat requireinsurance coverage. Check with aninsurance
agent that knows co-ops and your industry.

Co-operatives by Design
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Special Notes on Disability Insurance

If you are planning to have both Workers' Compensation and private

disability insurance for your employees, check each of the policiesto  ~4tion: If WCB

see what would happen if you have to make aclaim fromboth at the  payments are not being

same time. Sometimes, one or both may refuse to pay because they  made, each member of

consider the employee has a source of income from the other. the board may be
personally liable for any

When purchasing disability coverage, here are some thingsto watch  injury to workers.

for:

The amount of the monthly benefit

Most disability policies have a fixed monthly benefit that does not _

increasewith time, although you can purchase extracoverage, or riders, R der:

that offer higher payment schedules. An amendment to a
contract or policy.

Definition of disability

The policy will state whether it covers members if they are unableto

perform the duties of their specific occupation, or if they are unableto

perform“any occupation”, which meansany occupation their education

and training qualifies them to do. Check this out carefully — it can

make abig difference.

Waiting period

Thisisthe amount of timethe member must wait before benefits start,
and can range from one week to two years. The longer the wait, the
lower the cost of the disability policy.

Benefit period

Thiswill determine how long you will receive monthly benefits once
your policy startspaying. The benefit period can rangefrom six months
to life, depending on what you choose, aswell aswhat your insurance
company iswilling to offer you.

Themonthly amount for which you can qualify, the price, and the benefit
period amount, all depend upon the hazards of your occupation.

First Edition Co-operatives by Design
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Hereare someguidelinesto hel p put together your entire benefits package:

 Determinewhether you may need short-term disability (usudly three
Read the fine print! Make to six months) or long term disability (morethan threemonths), or

sure you understand all both.

of the “subject to’s” and - Get the highest monthly benefitsfor which you can qualify.
the terms in the policies.

< Try to get “own occupation” coverage for life. Many insurers now
only offer “any occupation” coverage, which could force you into
anew line of work.

« Get thelongest waiting period you can afford. A policy with asix-
month waiting period is much less expensive than one with atwo-
week waiting period.

+ Get coveragefor thelongest benefit period you can afford.

Insurance Terminology

Subrogation:

Any time an insurance claim is made, the insurer looks for
someone other than their insured who can be held responsible
and made to pay for the damages. This is called subrogation.
No one can agree to work in unsafe conditions as determined
by the Workers’ Compensation Board. For example, if workers
in a bakery co-op ignored provincial safety regulations by
wearing open-toed shoes, the co-op would be liable for any
resulting injuries (and likely charged by the WCB) even if the
workers had agreed not to hold the co-op liable.

Named Peril:

To be covered for damage or loss under a “basic* contract, the
damage or loss must be caused by a peril that is “named” or
listed in the contract (i.e. fire, flood, etc.). If the damage or loss
is caused by a peril that is not named in the insurance contract,
there is no coverage. Read the fine print exclusions in the
contract — they must also be considered in determining
coverage.

Replacement Cost Coverage:

This form of insurance usually costs more but it provides
coverage for full replacement cost without deduction for
depreciation It can apply to both buildings and contents, as
specified in the policy.

20 Co-operatives by Design First Edition
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»  Makesurethat eachindividual contributesto thecost of hisor her
disability premiums—if the co-op paysthewhole premium, any
benefitswill betaxable.

« Try to get extended coverage for members with spouses or
families. If you need to purchase coverage for someone with a
same-sex spouse, be sure to get confirmation in writing from your
insurance agent that the partner will be covered.

Preventing Loss

The best insurance is to find ways to protect your business, its assets
and its employees by preventing fires, discouraging theft, increasing
worker safety and so on. Investment in loss prevention often means
lower insurance premiums so you may recover the cost inashort period
of time.

Here are some recommended ways to prevent |osses:

« Install approved burglar alarm systemsin your buildingsand
vehicles.

 Install sprinklers, smoke detectors, and firealarms.

« Keep good inventory control and accurate bookkeeping records —
it may help avoid placing temptation in the way of employees and
suppliers.

 Secureall doors, windows and skylights.

« |solate flammable materials and dispose of waste materials
properly.

« Leave somelights on and windows clear so police patrols can
view theinterior.

« Train employeesto be watchful and careful.

« Back up your computer files frequently and store copies off
premises.

+ Register with your local police and fire departments so they know
whotocall inanemergency.

Premium:
A regular periodic
payment for an insurance

policy.

First Edition
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Caution: To protect
against employee theft or
embezzlement, make
sure 2 signers are
required for cheques and
that there is a
mechanism in place for
ensuring that cheques for
GST, insurance and other
payments are being sent.

 Arrangeto havethe policeand fire department inspect your premises
andtrainal of your membersand staff in prevention and emergency
procedures.

+ Consider hiring acaretaker or security guard when conditionswarrant.

Creating a co-op business that fosters mutual ownership and
responsibility among members and employees as well as neighbours
and the community isone of the most effective and rewarding waysto
prevent |osses.

Finding an Insurance Agent

Select your insurance agent or broker with as much care as you would
any other professional, and put some effort into developing a close
working relationship. Together, you can determine what types of
insurance protection your co-op needs. The secret is to be informed
and shop around carefully so you understand the different types of
insurance being offered and what works best for your business.

Find an insurance agent or broker who understands co-ops and knows
your type of business. Many credit unionsin British Columbiaown and
operate insurance agencies. The Co-operatorsand CUMIS arethetwo
largest insurance companies in Canada that are owned by the co-
operative sector. You may be able to contact them directly through a
local office or credit union. Both companies have long histories of
encouraging co-operative enterprises.

Keeping Up-To-Date

Your insurance coverage should bethoroughly reviewed at | east once a
year to give you a chance to adjust your coverage and deductibles to
suit new markets and conditions; adjust for changes in the type and
volume of your business; and watch for better or more affordable other
coverage

Co-operatives by Design
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REVIEW OF MODULE 4

Inthis section we have covered thefollowing:

+ Walking through the operational process, from raw material to
finished product, or receipt of an order through deliver of good or
Services.

 Determining your site, equipment and supply needs, aswell as
SOUrces.

« ldentifying your labour and management needs.

 Thedifferencesbetween employeesand contractorswith respect to
payingincometaxes.

« Finding agood accountant.

« ldentifying your risks, what you need to protect and how toinsure
against losses.

First Edition Co-operatives by Design 23
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FINANCIAL PLANNING

‘Tk:e purpose of your financia plan is to determine whether or not
your co-op has the potential to make money and, if it does, to prove
that to monetary lenders and investors. Your financial plan will bethe
bulk of your business plan. Creating the plan will help you to answer
thefollowing questions:

How much will it cost before the co-op has a positive cash flow?

How much money will be paid out in wages, and how much
surplus will there be at the end of ayear?

How much must the co-op sell, and at what price, to cover all
costs?

How much money is coming into the co-op, when, and from
where?

How much money is going out of the co-op, when, and to where?
How much will the business make or lose?

What does the co-op own, what does it owe, and what is the
difference between the two?

Where will the co-op get money from in the beginning, and what
will the co-op useit for?

To make the financial planning module easier to understand, we will
use an example of a small hypothetical restaurant co-op, the Global
Grill. It has three owner-workers who will form the original co-op,
start it and run it, each taking a salary, with occasional part-time
assistance from other paid workers. It isimportant to remember that
this example is only an illustration. There may be numerous other
expenses for your co-op that are not included in the examples.

Tips for Refining your Financial Projections:
Keep in mind the following suggestions when you are creating

your sales forecasts.

Don't expect any breaks. Assume the co-op will have to pay
its bills in the shortest time period imaginable, and that it will
collect money owing no faster than does the industry as a
whole.

Be aware of seasonality. Find out when the busy season is
for your industry and reflect both the busy and the slow
periods of the year in your projections.

First Edition Co-operatives by Design
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PRESENTING YOUR NUMERICAL INFORMATION

Computer Spreadsheet:

This is a type of
computer program that
displays a group of cells
(a 2D graph pattern) and
allows for easy
mathematical operations
and relationships
between the cells (for
example, Microsoft
Excel).

* Note the lag between when you invest funds to help sales
and when sales actually come in. An example of this is the
lag between advertising expenditures and any increase in
sales. A common mistake is to assume the increased sales
occur in the same month as the advertising spending occurs.

* Respect the “start-up lag”. For most new companies, there is
slow sales growth during start-up. You start from zero and
work up. Some companies, notably consulting businesses,
can go for months at the start without billing a single sale.
Your projections should show sales building up slowly over
the first four to six months.

e Make sure you document all assumptions. Lenders and
investors will question the adequacy of all of your numbers.
The better documentation you have to back up your
numbers the more seriously investors will take your financial
plan.

“Red” financials—theactud financial resultsof areal company operating
inthereal world—arevery lumpy. The numbersdo not line up smoothly.
Sales go up and down month to month. There are one-time expenses
and monthly expenses and then there are emergency expenses.

Sinceyour projectionsaretrying to simulate or forecast what isactually
going to happen financially, your numbers should not be the same for
each month, at least when you are making projections. For example, if
you expect your sales to be higher in the summer months than in the
winter, your projections must show that.

It isnot necessary to use computer spreadsheets but they arevery useful.
Computer spreadsheetsallow you to link the numerical tablesyou create
so that if you input a number, it will appear on al tableswith the same
category. If you have to change a number later, it will automatically
change the number everywhere it appears.

Co-operatives by Design
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START-UP COSTS

“Start-up costs’ include what you need to get the business up and
running and what thiswill cost you. Below iswhat the three members
of the Global Grill believe their start-up costs will be. The costs must
be based on real quotes. The column describing “ Source” isimportant
for documenting where you will purchase supplies and equipment.

Global Grill Start-Up Costs

Item $ Cost | Source
Inventory 10,000 | Lucy's Restaurant Equipment
Equipment 11,000 | Motormouth Restaurant Auctions
Advance Rent 2,000 | The building owner
Licences and Permits 250 | City hall, health & building inspector
Signs 500 | Sanchez Design
Leasehold 1,500 | Kim’s Restaurant Renos
improvements*
Vehicle expense 100 | Gas for one member's vehicle.
Marketing 600 | Daily Blab newspaper
Legal Costs 250 | Dewey & Howe Law Office
Communication 350 | Telus
Staff Training 300 | ABC Hospitality Training, Inc.
Insurance 750 | Justus Insurance Co.
Incorporation 2,000 | Incorporator's Consulting Co-op
Contingency & Misc. 500

TOTAL | $30,100

*renovations

Inthisexample, if the co-op founders can come up with $30,100, they're
inbusiness. Asthey complete the other financial papers, they may redlise
they have forgotten something and the start-up projections should be
higher. Then all they have to do is come back to this sheet and add or
change the numbers. Other expenses that your co-op may have inits
start-up are utilities and wages, tools, office and other supplies, hook-
ups, travel, repairs, shipping, bank fees, loans, among others. You will
likely need money to operate between the time you open the business
and the time when sales are high enough to cover all expenses. This
will be addressed in Cash Flow.

Your co-op’s founding
members may already
have some of the
equipment, tools,
inventory or other
materials you need. If so,
don’t include any of this in
the start-up costs. Start-up
cost only refers to
specifics that will cost you
money. Members’
donations or other things
they are bringing into the
co-op are included under
Sources and Uses of
Funding

First Edition
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WAGES IN WORKER CO-0OPS

Budget:

An itemised forecast of
an individual’'s or
company’s income and
expenses expected for

some period in the future.

Depending upon how you are organising your co-op, you may have
working members, volunteers, paid staff, or any combination of these.
If you are planning a co-op where the members are workers and get
paid by the co-op, you might want to develop apay schedule based on
ONE of the following methods:

« All working members receive an equal amount per pay period.
« Pay according to hours/days worked.

 Pay according to skills of each working member.

« Pay according to the needs of each working member.

« Some other system your group is comfortable with.

There' snothing wrong with paying peopl e different amounts of money,
aslong asthereisaconsensusand all membersare ableto livewith the
consequences. Regardless of which method you choose, the pay (most
likely) hasto be enough for the working membersto live on.

In aworkers co-op, each member must complete a personal budget
(thisdoes not haveto beincludedinyour businessplan, but is necessary
as a supporting document) and they must be able to draw enough cash
from the businessto pay themselves. Devel oping personal budgetswill
help you to determine how much money your co-op will need to make
in order to be worthwhile. These will be the numbers you will usein
your financial plan as a basis for determining a pay schedule and the
cost of labour. For example:

Michel, Rosaand Radhikaarethefounding membersof the Global
Grill Co-op Restaurant. Each bringsdifferent skillsand investment
into the co-op. At first, they will bethe only workers. All need to
pay themselves enough from the co-op to cover living expenses,
such asrent, food, utilities, kids' clothing, transportation, etc.

So how do they decide who gets paid how much? They start by
preparing a Personal Family Yearly Budget. Since Rosa has a
family, she sits down with her partner Roberto and they prepare
it together.

Co-operatives by Design
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Rosa' s Personal Family Yearly Budget:

MONTHLY EXPENSES

Rent/ Mortgage payments 600

Food 400

Utilities 80

Phone 75

Cable 55

Student Loan Repayments 200

Clothing 150
Transportation 80
Entertainment 100
Emergency Fund 100
Miscellaneous 100

Total Monthly Expenses $1,940

Total Monthly Expenses x 12 $23,280
ANNUAL EXPENSES

Home Insurance (February) 400

Medical Insurance (May) 850

Property Taxes (July) 1,200

School Supplies (September) 360

Car Insurance (October) 900

Other 600

Total Annual Expenses $ 4,310 4,310
TOTAL EXPENSES (monthly x 12 + annual) $27,590
OTHER ANNUAL INCOME

Roberto’s Income 12,000

Rental of Basement Suite 6,000

Other

TOTAL OTHER INCOME $18,000 | $18,000
AMOUNT ROSA NEEDS TO EARN

(Total Expense Less Total Other Income) $ 9,590

First Edition
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“l would encourage all co-
ops to ensure that their
staff (and members in a
worker co-op) have the
opportunity to earn a
wage that is above the
“poverty line” and allows
the opportunity to amass
some personal savings
while enjoying a relatively
frugal lifestyle...This
should ensure that
individuals can stay out
of personal debt, live
comfortably, and put
aside a few bucks for
retirement. However, the
bigger obligation is to
ensure the co-op can
afford to pay the salaries
it is committing to over
the long term.” — Lyn
Cayo, Co-op Developer

Monthly expenses are just that: expenses that remain fairly constant
and occur each month. Rosa and Roberto then multiply this figure by
12 to get a yearly total of $23,280. They aso include student loan
repayments. Always budget to pay down any personal loans once you
get into business.

Then they figure out all the other expenses that occur during the year.
Starting in January, and working through each month to December,
they come up with homeinsurance, which isduein February; medical
insurancein May, etc., to atotal of $4,310. (If they paid these expenses
monthly, then they would appear under Monthly Expenses. For example,
some people make car insurance payments monthly).

Monthly expenses x 12 = $23,280
plus other annual expense 4,310
equals the total amount this

family needsfor oneyear. $27,590

Since Roberto works part-time, and the family rents out part of the
house, their incomeis $18,000. When they subtract Other Incomefrom
Total Expenses, theremaining $9,590 iswhat Rosamust earnin ayear
as an owner—member of the co-op in order to meet the family’s budget
needs. For simplicity, sheroundsit off to $10,000.

Michel doesasimilar exercise with his partner, and Radhika does one
by herself, as shelivesaone. Michel discoversthat he needs $20,000,
and Radhika needs $15,000.

How do Michel, Rosaand Radhikadecideto fairly split up thework in
order tojustify their wages? Michel needstwice asmuch as Rosa, with
Radhikain the middle. Maybe Michel will put in twice as many hours
asRosa. Or he might be responsible for tasks that the other two do not
want to do, such as bookkeeping and marketing. Or if the business can
affordit, perhapseveryone can earn at | east $20,000 and split thework

equdly.

You can befairly flexible here aslong as you record your agreements
for future reference, and don’t agree to pay out more than the business
can afford. The main points are that the owner-workers must pay
themselves at least enough to cover their personal living expenses or
the business is not worthwhile to them; and everyone must agree on
who isresponsible for what, and how much they will be paid for doing
it.
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BREAK-EVEN ANALYSIS

In Module 2 you did aquick break-even analysisto test the financial
feasibility of your co-op idea. You might have new information now
that could change those numbers.

Let’slook at the break-even analysisfor the Global Grill.

The founding members’ market research, analysis of other
businesses, and ideafor therestaurant all indicate that the average
selling price of ameal at the grill will be $10.00.

Their research shows that food cost in this type of businessis
typically around 25 to 35 per cent. They estimate cost to produce
one meal is 30 per cent of cost, or $3.00.

Estimated fixed costs are $138,000.00

Selling priceminus cost = contribution to fixed costs
(contribution margin)
$10.00 - $3.00 = $7.00

Fixed costs divided by contribution = # units (meals) sold to
breakeven
$138,000 / $7.00 = 19,714

So, now let’s seeif thisisreasonable. The Grill plansto be open
365 days ayear. So,

# of unitssold to break even divided by 365 = # of units per day
19,714 | 365 = 54

That's an average of 54 meals aday, every day. Their research
shows that similar restaurants do at least this much business.
Slow dayswill average 30 customers, and very busy days will
probably see 80 people, so 54 aday seemsreasonable. Therefore,
54 mealsisthe break even point for Global Grill.
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PROJECTED CASH FLOW

In kind:

Paying for something
with an item or service as
opposed to money.

Assumptions:

Notes that you include in
the note field for each
cell in a computer
spreadsheet. For
example, if you are
basing an estimate of
your monthly income on
50 customers per day,
you would note that in
the “monthly income”
field. This helps future
members understand
what you were thinking,
and will also impress the
financial institution if it is
done correctly. You may
also create other
spreadsheets using
different assumptions.

Complete each of the three projections. cash flow, profit and loss
statement, and balance sheet, in the order given, as each flows nicely
into the next. Don’t worry if you sometimes haveto flip back and forth
between different spreadsheets, and change afew numbersasyou find
new information. Get each projection as complete as possible before
moving on to the next. If you don’t know afew numbers, leave them
out for now and come back when you do. The spreadsheets are at the
back of this module.

A cash flow shows the anticipated flow of cash into and out of the
business. A cash flow statement is a management tool for determining
when or if the business may be ableto purchaseanew piece of equipment
or additional inventory or when it may need to dip intoitsline of credit
or acquire additional loan funds.

Thisisnot the placeto show the* stuff” that membersare bringing into
the business. In-kind incomewill go in the Balance Sheet. Here we put
theflow of cash only. Money coming in from cheques, debit card, credit
cards and cash is all treated the same and considered cash.

The cash flow isthe most important part of the whole business plan and
is the part of the financial plan that seems to cause people the most
anxiety. They look at the example below and think, “Oh my goodness,
I’ll never be able to put that together”. You might think this looks
complicated, especialy if you have little experience with cash flows.
But don’'t worry. Let’s start by looking at the whole thing first, then
break it up into smaller, more manageabl e chunks so you can go through

it step by step.

Tips for Cash Flow

 Remember that these are estimates only, not 100 percent
accurate facts. You're basing these numbers on research,
interviews, calculations, phone calls, estimates, etc. Yes, it's
a guess. But it's a guess based on the best research you
can do. You'll back up and explain any assumptions and
guesses in the Assumptions portion of the cash flow.

* Don'’t try to complete a cash flow in one sitting. You'll
probably start it, put in some numbers, then save it and walk
away until you find out some more numbers. That's OK! You
may even come back to it and change some numbers you
already had.

e Notice there are no cents, or $.00, in the example. Every

Co-operatives by Design
Module 5: Financial Planning

First Edition
BCICS Copyright 2002



number is rounded off to the nearest dollar. That’s close
enough!

e Use a computer spreadsheet program. You can do this by
hand with a calculator, but it's much more time consuming.
(If you really cannot use a computer spreadsheet, use
columnar paper, pencils, a good quality eraser and a
calculator that has a printer function so you can check your
many, many calculations and recalculations.)

Spreadsheet A

Put numbers in “as they happen”. Take alook at the Insurance row.
Noticethat $750isunder start-up, but thereisnothingintheApril and
May space for insurance, then there's $250 showing in June. That's
becausethe Global Grill plansto pay achunk of insurance beforethey
start, then the remainder every three months. Sinceno money ispaidin
April or May, that spaceisblank.

If your co-op is planning on selling products or services, and then
billing the customer who does not pay until later, then the money will
show later. For example, your co-op may offer consulting services. If
you do somework for the provincial government in March and invoice
themfor $2,000inApril, you' |l probably get paidin May. So the $2,000
would show as sales, or money in May, not March. May iswhen you
expect the money, so May is when it shows coming in. The flow of
cash, asit happens!

Cash Flow Statementsare usually for aminimum of oneyear; however,
funding agencies often request statementsfor two years. If you look at
the columns in the example, you’'ll notice that the business starts in
January, and then there are columns for each month in the year. Your
first month may not be January. Your first month will be the month
during which you expect your co-op to be open, ready for customers.
If thisisApril, for example, then your cash flow will start with * start-
up’ thenacolumnfor April through to March of the next year. Thefirst
column in the second and following year’s statements will be “prior
year balanceforward”.

Add arow with the number of business days per month. The number
will vary from year to year (unless you are open 365 days, asin this
example), and remember to deduct statutory holidays if your co-op
will beclosed. Thesewill be used informulaswhen you need to calculate
daily incomeand daily expense.

Starting Small

Not all co-ops start-up
with a great deal of
capital. In fact, most start
with very little. The
Nechako Valley Credit
Union, which today has
6700 members and over
$67 million in assets,
started out with a tin cash
box. “Early day members
recall when the Credit
Committee would approve
loans, but ask the
member to wait until
enough other borrowers
made their payments into
the cash box to fund the
loan”.
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One way to check to
make sure your formulas
are being performed
correctly is to see that the
total DIFFERENCE and
the BALANCE on the last
month are the same. In
this example, the total
difference of $78,365 is
the same as the final
Balance of $78,365. If
these two numbers are
not the same, you have
made a mathematical
error and will need to
check all of your formulas
or calculations.

Spreadsheet B
OK, now let’s see how to build your Cash Flow from scratch.

Start with ablank spreadsheet with 15 columns. Write your title across
the top. The first column title is blank. Start with “Start-up” in the
second column, followed by the months in the next 12 columns. The
first month will be when you plan to open the business. Thetitle of the
last columnis*Totals’.

In the “ Start-up” column you will write down all your sources of cash
and your expenses. At the bottom will bearow for “ difference’, which
isthetotal cashin minusthetotal cash out. Thelast row isthe balance.
Thisisequal to the balance of the previous month plusthe difference of
the current month.

Total Cash In - Total Cash Out = Difference
Month 1 Balance + Difference of Month 2 = Month 2 Balance

If you are using acomputer spreadsheet, set aformulain each cell (box
in the table) showing a“$0” in Spreadsheet B so that all the totals are
automatically calculated. If you don’t know how, get someoneto show
you, or find auser-friendly manual for your spreadsheet program.

Spreadsheet C
Now add in your start-up costs. Negative amounts appear in brackets.

At this point the members know that they haveto come up with at |east
$30,100 to cover start-up expenses.

Spreadsheet D

Together, they haveatotal of $18,100in cashto contribute. That leaves
at least $12,000 that they have to get from someplace else. So for now,
they put in $18,100 in Member Contribution, and $12,000 in Loan
Proceeds. Remember, you might have to change numbers as you go.

They can also put in the Wages and Benefits, which the three owners
obtained when each did their personal budgets. Michel is drawing
$20,000 a year, Rosa $10,000, and Radhika $15,000, for a total of
$45,000. Sincethey’ll be paying themselves monthly, thisisdivided by
12:
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$45,000/ 12 = $3,750
(Divide each income by 12 to get $1,666.66 for Michel, $833.33 for
Rosa, and $1,250 for Radhika).

Spreadsheet E

Beginning to make some sense? Don’'t worry about the difference or
balance not looking good right now. Continue researching expenses
and adding in the numbers. Let’s put in some more numbers that the
Grill now has. They have a good idea how much rent, licences,
marketing, legal and accounting, communication, staff training, loan
repayments, bank fees, and insurancewill be.

Notice that the licenses and permits and staff training expenses are
only inthefirst month. For thelegal and accounting, they estimate that
they will have $200 of expensesin the first month, and another $500
eleven monthslater. Insuranceispaid every 3 monthsand istherefore
added to ever third column. All other expenses are the same each month.

Spreadsheet F

Taking shape, isn't it? But the Grill isn’t finished yet. They need to
estimate sales, and replace the food that they sell. Based on all their
market research, the size of the grill, hours and days of operation,
seasonal and monthly variations, and the average amount people will
spend, they made the following assumptions:

On aslow day, they’ll serve about 30 customers (30 x $10 = $300)

On an average day, they’ll serve about 50 customers (50 x $10 =
$500)

Onagood day, they' Il serve about 80 customers (80 x $10 = $800)

They figurethat their dow monthswill be January and February; it will
beaveragein March, April, May, October and November; and great in
June, July, August, September and December.

Then it's easy to estimate sales figures for each month. For example,
January has 31 days, they’ || do about $300 per day, so that’s $300 x 31
=$9,300. May, an average month, will bring in $15,500 ($500 x 31).
They estimate that August will bring in 24,500 ($800 x 31).

First Edition Co-operatives by Design
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Food cost averages 30 per cent of sales. So in August, their inventory
costs will be $7,440 (30% of $24,800).

They will also have a contract with the local Credit Union to cater
bimonthly meetings startingin May. They will cater the meeting, invoice
the Credit Union, and expect to get paid the following month. For
example, they will cater ameeting in May for $500, but not get paid
until June. The inventory cost (30% of $500 = $150) will be added to
the inventory expenses for May and the $500 will appear in June. The
catering isacontract and so the cashiniscalled Receivabl es Collected.

They estimate their vehicle use as varying dueto the seasonal changes
in sales. The more sales, the more inventory, the more they use the
vehicle. Thisisshown in the cash flow statement.

Note in the example that there is more money going out in February
(Cash Out = $9,355) than thereiscoming in (Cash In = $8,900), leaving
adifference of negative $455. That's okay here, because they have a
January balance of $75,190 which is enough to cover the expensesfor
February.

Spreadsheet G

What if the balance isn’t enough to cover the next month’s
expenses?

In the example we' ve shown, the balance after start-up expensesis $0.
Cashin=Cashout. Inthefirst month the expenses ($12,260) are covered
by the cashin from salesand receivabl es collected. However, themgjority
of their expenses will come before they make the sales. For example,
they need to pay for rent on the first of the month. They will also need
to buy food (inventory) before they make and sell the meals (sales).
Therefore, their balance after start-up will need to be enough to cover
some of their April expenses.

At the end of each month your cash flow statement MUST have
a positive balance. It is impossible to actually spend more
CASH than you bring in. If the balances are negative, you will
have to increase the cash coming in those months. DO NOT
just increase sales, as that is not realistic. You can either
increase the loan, reduce costs somehow, or request a line of
credit.
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To do so, they will have to increase the loan or line of credit. They
decide to borrow an extra $6000 to cover rent, licenses, legal costs,
training and half of inventory, vehicle use, marketing and
communications.

Remember that when you ask for more loan money, your loan
repaymentswill alsoincrease. Intheir case, the Grill will havetoincrease
their payments to $800 per month.

Of course, they can't just assumethey’ |l get the extramoney inaloan
or line of credit. But since thisisa PROJECTED cash flow, they will
put in the projected loan, and include it in the business plan they take
to alender. It shows clearly how much they need and why.

Positive cash flow isthe beginning of aperiod when your venture begins
to consistently take in more cash from sales than it spends. In other
words, positive cash flow occurs when the ventureisforecast to stand
on its own financial feet and no longer needs any money from your
pockets, or alender, to pay its bills and keep operating.

Understanding positive cash flow is important because the longer it
takes to achieve, the more start-up money your business will need to
stay alive. For illustrative purposes, our sample business will achieve
positive cash flow in the first year. However, please note thisis not a
typical scenario, especially intherestaurant business!

Personal Touch

In Cambridge Bay, Northwest Territories, the Ikaluktutiak Co-
operative Limited is a thriving co-op that operates a retail outlet
that sells groceries, dry goods, and hardware, a twenty-four
room hotel, a large commercial fishery, an arts and crafts
outlet, a taxi and freight service, a commercial bakery, and a
cable television service. Despite its size, the co-op maintains a
personal approach. In the retail outlet, any co-op member may
have an account, which are usually maintained under $500.
Collection of overdue accounts is done in person. Bill Lyall, one
of the longtime leaders of the co-op, explains, “We do not send
bills that accounts are overdue...It is a personal touch, because
if you keep sending somebody bills marked overdue they won't
pay. If someone is slow in paying then | go personally and see
what payment plan can be worked out. Generally they respond
positively.”
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PROJECTED PROFIT AND LOSS STATEMENT

The Cash Flow for the Global Grill is now complete. Asyou can see,
they project a positive cash balance of $78,365 by the end of the first
year. Before everyone cheers, hang on a bit.

That $78,365 is not surplus! It's just their balance, or money in the
bank. You can have money in the bank, but that does not mean that it's
all surplus. If you take $5,000 from asock at home and put it into your
account at the credit union, it doesn’t mean that you’ ve made a profit
of $5,000. It just means that you transferred money from one place to
another. Similarly, if you borrow $1,000 and put it into an account, that
does not mean that you' ve made $1,000. Since you owe that money,
plusinterest, thereisno surplus.

Some of the Globa Grill’s$78,365 balanceis borrowed money, member
contributions, and other money that does not count toward profit. So
the Grill hasto prepare a Projected Profit and L oss Statement.

All the numbersin aprojected Profit and L oss Statement come directly
from the cash flow statements. With a spreadsheet program, you can
link the cellsto copy numbersright from your finished cash flow. If you
are not using a spreadsheet program, you’ I have to cross check your
totals to make sure you' ve transferred all the numbers correctly.

Spreadsheet H

Profit and L oss Statementsfor any businesswill look very similar. Again
wewill usethe Global Grill asour example:

The Global Grill by starts setting up its Projected Profit and Loss
Statement for the period of April 1, 2003 to March 31, 2004. Their
total saleswere $216,600 and Receivables Collected were $2,500, giving
atotal of $219,100 in the first row.

Cost of Goods Sold describes what the business paid for what they
sold. In other words, if the restaurant sold $216,600 worth of meals,
what did it pay for that food? The start-up inventory, or food that they
bought to open the doors, was $10,000 (See Cash Flow). They then
bought an additional $65,880 worth of food, giving atotal Inventory
(Food) expense of $75,880.

Co-operatives by Design
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But they know they will not sell all thefood they bought —therewill be
food intherestaurant at theend of March. They estimatetheir inventory
(physical count of the saleable food in the restaurant) at the end of
March will be worth about the same as value of food they started with
—$10,000. So they subtract Estimated Inventory at the end of March
as $10,000. This leaves the Cost of Goods Sold at $65,880.

Formulafor Cost of Goods Sold:

Beginning Inventory $10,000
+ Purchases +_ 65,880

= Cost of goods available for sale  $75,880
Then:

Cost of goods availablefor sale  $75,880

—Ending inventory - 20,000
= Cost of goods sold $55,880
Then:

Sales - Cost of Goods Sold = Gross Income
$219,100 - 55,880 = $163,220

You will notice that other cash into the business, like Loan Proceeds
and Member Contributions, isnot included. That's because the business
did not make that money. Loans have to be paid back, and the same
may apply to member contributions. If you lend yourself $10, you have
not made asurplus. If you borrow $100 from afriend, you haveto pay
it back (if you want to keep your friend) soit’snot included inincome,
surplus, or salesfigures.

Patronage Rebates

If there is a surplus, the members can receive patronage
rebates or dividends based on how much they supported the
€0-0p, such as time worked or product purchased from the co-
op. In Module 4 we discussed how surplus is divided in co-ops
where the members are either employees or contractors. In co-
ops where the members are not being paid by the co-op, any
payment to members is based on patronage or sometimes as a
return on their shares.

Asset:
Anything owned that has
value.
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Interest:

Amount a business pays
for the use of borrowed
money.

Principal:

Amount of money that is
borrowed or invested,
before interest or income
generated.

The Global Grill is an
example only. A
restaurant cannot expect
to make that kind of
surplus in its first year of
operation, and probably
not ever!

Now, in order to complete the Projected Profit and Loss Satement, the
co-op hasto add up all the expensesfrom the Cash Flow. An expenseis
money spent that isnot considered an asset. Anything that isconsidered
an asset is not included on the Profit and L oss Statement. In this case,
equipment, signs and incorporation are considered assets and are not
included on the Profit and Loss Statement. Everything else is. Note
that the Wages and Benefits, which is what the three member/owners
took astheir own pay, isincluded as an expense. Notice also that only
the loan interest on the loan repayment isincluded here, not the entire
loan repayment. The wholething (interest and principal) will show on
the balance sheet.

Depreciation isalso considered an expense, but we haven’t included it
here. Canada Customs and Revenue Agency has regulations for
depreciation of equipment. Your accountant will be able to tell you
how much each piece of equipment is depreciated each year.

Thetotal expensestherefore are $78,136. Thisisdeducted from Gross
income, and the total shows how much the co-op made in surplus.

Not a bad surplus, considering that the owners paid themselves!
However, the ownerswill haveto put in long hours every day in order
to achievethis. Maybethey will haveto consider hiring afew peopleor
finding more members. If so, then they would go back to the Cash
Flow and do a“what if” calculation, adding the costs of hiring people.
They may decide to do this in July once the business shows on paper
that it will have a strong positive cash flow.

Of course, thiswould then affect the surplus of the business. They would
have to redo their Profit and Loss Satement, too. A computer
spreadsheet program makes this easy asthe numbersautomatically re-
add.

Credit Account

The North Cariboo Growers’ Co-operative was created in 1939
to serve the needs of the agricultural community, which in the
beginning was an outlet for selling produce, and later became a
supplier of agricultural supplies. One way in which the co-op
supports its membership is by providing a credit account
service. For smaller purchases, a line of credit is offered at the
store. For larger purchases, the co-op arranges a pre-approved
line of credit with the bank for their customers to use. “The bank
pays the co-op, and the money is owed to the bank, with an 18-
month period of repayment.” 3
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BALANCE SHEET

To find the net worth of your business or its financial condition, you
prepare aBalance Sheet that liststhe assets (what is owned) or resources
the co-op owns on a specific date. It also lists the liabilities (what is
owed), and shows the shareholder’s equity (member investment,
including money the co-op has earned and retained to date) of the co-
op for the same date. In other words, the balance sheet shows what
you would own and what you would oweif the business where to shut
down that day.

A proforma Balance Sheet gives your banker a look at your cash
bal ances, aswell asyour debt and equity levelsfor aspecific date. This
isusually donefor theend of year one and the end of each year included
in your projections. It can also be done at any time during a business
start-up or during the year. A Balance Sheet shows what a business
owns, owes, and isworth at a specific datein time.

Assets owned by your business are divided into three categories and
go on the | eft side of the Balance Sheet:

Assets

Current Assets
Money (Assets) the business haswhich can easily be converted to cash
(e.g. cash, inventory, prepaid expenses and accounts receivable).

Fixed or Long-Term Assets

Items that have a useful life of over a year (e.g. equipment, land,
buildings, leasehold improvements, etc.). These are investments. You
would list the depreciated value of these assets in your books — the
original cost less the accumulated depreciation.

Other Assets

Non-tangible assets (e.g. incorporation, patents, goodwill, etc.) These
represent investments similar to fixed assetsthat will get amortised in
the same way that assets get depreciated.

Liabilities

Liabilities, or business debts, are divided into two categories, and go
on theright side of the Balance Sheet:

Liability:
Debt, financial obligation,
or potential loss.

Shareholder’s equity:
Total assets less the total
liabilities of a corporation.

Proforma:
Simply means ‘provided in
advance’.

Depreciation:

Calculated as the original
cost of the item divided by
the number of years of its
expected useful life.

Depreciated value:

The calculated cost of the
remaining useful life of
the item. Canada
Customs and Revenue
Agency (CCRA) refers to
depreciation as capital
cost allowance, and
issues a guide that
illustrates allowable
depreciation rates. Refer
to CCRA for
classifications of assets
for tax purposes.

Amortise:

Gradual paying off of a
debt by making regular
equal payments to cover
interest and principal.
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Current Liabilities

What is owed and must be paid within ayear of the balance sheet date
(e.g. accounts payable, taxes, salaries, and the portion of long-term
loans or mortgages duein ayear). Thisisthe money that must be paid
out for work or servicesthat have already been done, or products they
have but haven't paid for yet; in other words, the unpaid bills. Loans
due in more than a year (long term loans) are not considered under
current liabilities.

Do not undervalue the
starting value of your co-
op. Counting your assets
is figuring out what it
would cost you if you had
to go out and buy Long-term Liabilities

everything that you have.  Debts owed by the business extending beyond the current year (e.g.
long-term loan, mortgage).

Equity
Equity isthe difference between assets and liabilities; in other words,
what the businessisworth. Thisalso goesontheright side of the Balance
Sheet.
When both sides of the balance sheet are listed and totalled, the totals
must be the same. Your equity in the business will be the factor that
makes both figures equal.

Spreadsheet |

The Global Grill has counted its assets using the following

categories:
Accounts payable:
Current liability a Cash: They have $6,000 in cash. Thisisthe Balance remaining
business owes to others after start-up. Thiscamefrom increasestheloanin order to cover
for goods or services April’sexpenses.
purchased.

Accounts Receivable: Nothing is owed to them yet.

Inventory: Thisistheamount of food they bought for resale but
have not yet sold.

Prepaid Expense: Includes rent, licences and insurance. Here
weinclude the portion of these that has been paid as of April 1st.
The rent at start-up is $2,000, which includes a $1,000 deposit
that is shown as an asset.

Co-operatives by Design First Edition
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Equipment: They have spent $11,000 so far on office equipment.

Sign and L easehold I mprovements: These are permanent, so
they count as an asset.

Vehicle: Herethe Grill has estimated the depreciated resale value
of thevehiclethey use. Whilethey do not ownit, they still include
it here as an asset because they use it and therefore do not need
to purchase one.

Current Liabilities: The Grill hasno outstanding billsas of April
1st.

L oan Balance: Thisiswhat remains on their loan.

Equity: We can go back to the Sart-up Costs on the Projected
Cash Flow Statement the Grill has prepared in order to get the
figures.

The Proformabalance sheet cal cul atesthe assets (what you own)
minusyour liabilities (what you owe).

Assets  — Liabilities = Shareholder’s Equity
$35,000 - $18,000 =$17,000

The shareholder’sEquity iswhat the businessisworth as of April
1, 2003. The Total Assets minus the Total Liabilities, equal the
Shareholder’s Equity, or Worth. Inthis casethe businessisworth
$17,000 as of April 1, 2003.

Spreadsheet J: Personal Net Worth

It might help to think of your personal situation asan example. A lender
may also ask for a Personal Net Worth statement from each founding
member. Here's Michel’s Personal Net Worth (Balance Sheet) as of
April 1, 2003. It showsthat Michel hasaNet Worth of $30,600 (What
he owng/Assets, minuswhat he owes/Liabilities).

Remember: Assets must equal liabilities + equity!

It is strongly recommended to have an accountant prepare your year
end financial statement (balance sheet ) and annual tax return.

It is strongly
recommended to have an
accountant prepare your
year end financial
statement and annual tax
return.

Don't worry if you have a
negative net worth, many
people starting co-ops do.
That's why we form co-
ops, because collectively
we can meet our needs!
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SOURCES AND USES OF FUNDING

The last part of the Financial Plan provides information alender will
want to know:

¢ How much money you want to borrow.

« How much money you and your members are putting into the
business.

« Any other sources of money.

«  What you’ re going to use the money for.

Some sources of funds are: member contributions, bank/credit union
loans, lineof credit, credit cards, or saleof sharesor in-kind contributions
(seeModule 8 for more on financing). Usesof fundsmight be all start-

The CCEC Credit Union ) ) g
up costs and enough money to pay all bills until the business shows a

located in East

Vancouver uses a loan positive cash flow.

guarantee fund to secure

loans and offer lower The Global Grill’smight look likethis:
rates. “A loan guarantee

fund is money held on Sour ces of Funds

deposit at the credit Member Contribution $18,100
union by a group or L oan Proceeds 18,000
individual” for a specific Total Funds $36,100

purpose, such as the
WomenFutures Loan

Guarantee Fund that was Uses of Funds

set up to assist Inventory $10,000
enterprises started by Equipment $11,000
women. Renovations 1,500
Operating (April) 6,000
Other Start-up Costs 7,600
Uses of Funds $36,100

Sources of Funds always = Uses of Funds

Thisisa so whereyou can show in-kind income, whether they be donated
assets or labour. Donated assets, such as office equipment or vehicles
are calculated based on the market resale value. Donated labour is
calculated by multiplying the number of hours worked by the market
rate. For example, aco-op that receivesadesk, 2 chairsand acomputer
by donation and receives 8 hours of labour without chargein renovating
their office, would have an in-kind income of:

2 Co-operatives by Design First Edition
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Donated Assets Market re-sale value

Desk 200
2 Chairs 300
Computer 500
Total in-kind assets $1,000
Donated Labour

Renovations  8hours @ $15/hour 120
Total in-kind labour 120
Total in-kind contributions $1,120

In Conclusion:

Focus your energy on creating a projected cash flow statement for the
first 12 monthsof your businessstart up. Thisisthefinancial document
most external audienceswill look at closely. Thelessonsyouwill learn
from composing it will provide insight into the economic realities of
starting your venture.

Final Note Regarding Tax

There are so many variables that affect taxes (depreciation,
type of co-op, how workers are paid, time of year you start,
how much each member brings to the co-op, among others)
that your co-op will need the assistance of a good accountant.
Your accountant will figure out if you need to charge Provincial
Sales Tax (PST) or the Goods and Service Tax (GST), or to
pay the PST or GST on purchases.

So for now, don’t worry about including tax in or out in any of
your calculations. Make a note to the reader in your plan that
you have excluded all taxes in your calculations. This is normal
and accepted practice in a first-time business plan. Your
accountant should be familiar with co-ops so he or she can
assist you with tax issues and help you fine-tune your business
plan. (Remember to put the accountant’s expense on your
cash flow). Taxes and working with accountants are discussed
in some detail in Module 4.
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REVIEW OF MODULE 5

In this section we have covered the following:

« Thepurpose of financial planning in starting your co-op.
 Presenting your numerical information to funders.

+ Calculating start-up costs.

 Figuring out wages in worker co-ops.

« Doing abreak-even anaysis.

 Creating your projected Cash Flow, Profit and Loss Statement and
Balance Sheet.

Showing your sources and uses of funding and calculating in-kind
contributions.

End Notes

1. Nechako Valley Credit Union: a case study. (2001) Researched and
written by L1oy Wylie. http://web.uvic.ca/bcics/casestudiesindex.htm

2. lkaluktutiak Co-operative Limited: a case study. (1992) Wanda
Wuttunee. Appendix I, In Aboriginal Co-operativesin Canada: Current
Stuation and Potential for Growth. Lou Hammond Ketilson and lan
MacPherson. March 2001. Saskatoon: Centre for the Study of Co-
operatives, University of Saskatchewan. http://coop-studies.usask.ca/
aboriginal/aboriginal coops.thml

3. North Cariboo Growers' Co-operative: acase study. (2002)
Researched by Gabe Haythornthwaite. Written by G. Haythornthwaite
& AndreaZacharuk. http://web.uvic.ca/bcics/casestudiesindex.htm
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Module 5 Spreadsheet A

PROJECTED CASH FLOW STATEMENT 2003
GLOBAL GRILL

START-UP [Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar TOTALS
# working days 30 31 30 31 31 30 31 30 31 31 28 31 365
CASH IN
L oan Proceeds 18,000 18,000
Member Contribution 18,100 18,100
Sales 15,000 15,500 24,000 24,800 [ 24,800 24,000 15500 | 15,000 | 24,800 9,300 8,400 15,500 216,600
Receivables Collected 500 500 500 500 500 2,500
TOTAL CASH IN $36,100| $15,000f $15500[ $24,500] $24,800] $25,300] $24,000 $16,000 $15,000 $25,300 $9,300 $8,900] $15,500] $255,200
CASH OUT
Inventory (Food) 10,000 4,500 4,800 7,200 7,590 7,440 7,350 4,650 4,650 7,440 2,940 2,520 4,800 75,880
Equipment 11,000 11,000
Rent 2,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 14,000
Licences and Permits 250 100 350
Signs 500 500
Repairs and Maintenance 1,500 50 50 50 50 50 50 50 50 50 50 50 500 2,550
V ehicle expense 100 50 60 75 85 75 85 50 60 75 35 25 60 835
Marketing 600 1,000 1,000 300 300 300 300 300 300 300 500 500 500 6,200
Incorporation 2,000 2,000
Legal & Accounting 250 200 500 950
Communication 350 100 100 100 100 100 100 100 100 100 100 100 100 1,550
Staff Training 300 500 800
Wages & Benefits 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 45,000
L oan Repayment 800 800 800 800 800 800 800 800 800 800 800 800 9,600
Bank Fees 160 60 60 60 60 60 60 60 60 60 60 60 820
I nsurance 750 250 250 250 250 1,750
Misc. & Contingency 500 50 50 50 50 50 50 50 50 2,000 50 50 50 3,050
TOTAL CASH OUT $30,100| $12,260[ $11,670 $13,635 $13,785 $13,625 $13,795] $10,810 $10,820 $15,825 $9,285, $9,355| $11,870 $176,835
DIFFERENCE $6,000]  $2,740 $3,830] $10,865 $11,015] $11,675( $10,205 $5,190,  $4,180 $9,475 $15 ($455) $3,630 $78,365
BALANCE $6,000] $8,740] $12,570] $23,435 $34,450] $46,125 $56,330] $61,520, $65,700] $75,175 $75,190 $74,735 $78,365




Module 5 Spreadsheet B

PROJECTED CASH FLOW STATEMENT 2003

GLOBAL GRILL

START-UP

Apr

May

Jun

Jul

Aug Sep

Oct

Nov

Dec

Jan

Feb

Mar

TOTALS

# of working days

CASH IN

L oan Proceeds

Member Contribution

Sales

Receivables Collected

TOTAL CASH IN

$0

$0

$0 $0

$0

$0

$0

$0

8|8|8|8(8

CASH OUT

Inventory (Food)

Equipment

Rent

Licences and Permits

Signs

Repairs and Maintenance

V ehicle expense

Marketing

Incorporation

Legal & Accounting

Communication

Staff Training

Wages & Benefits

L oan Repayment

Bank Fees

Insurance

Misc. & Contingency

TOTAL CASH OUT

$0

$0

$0 $0

$0

$0

$0

$0

DIFFERENCE

$0

a8

$0

a8

$0

a8

$0

a8

$0

a8

$0

a8

$0

8| |8|8[8[8|8|8|8(8[8[B|B|8|8[8[8|8|8|8

BALANCE

$0

$0

$0 $0

$0

$0

$0

$0




Module 5 Spreadsheet C

PROJECTED CASH FLOW STATEMENT 2003
GLOBAL GRILL

START-UP |Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb M ar TOTALS
# of working days
CASH IN
L oan Proceeds $0
Member Contribution $0
Sales $0
Receivables Collected $0
TOTAL CASH IN $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
CASH OUT
Inventory (Food) 10,000 10,000
Equipment 11,000 11,000
Rent 2,000 2,000
Licences and Permits 250 250
Signs 500 500
Repairs and Maintenance 1,500 1,500
Vehicle expense 100 100
Marketing 600 600
Incorporation 2,000 2,000
Lega & Accounting 250 250
Communication 350 350
Staff Training 300 300
Wages & Benefits -
L oan Repayment -
Bank Fees -
I nsurance 750 750
Misc. & Contingency 500 500
TOTAL CASH OUT $30,100 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $30,100
DIFFERENCE ($30,100) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0|  ($30,100)
BALANCE ($30,100)[ ($30,100)] ($30,100)[ ($30,100)] ($30,100)] ($30,100)] ($30,100)] ($30,100)( ($30,100)] ($30,100)| ($30,100)] ($30,100)] ($30,100)




Module 5 Spreadsheet D

PROJECTED CASH FLOW STATEMENT 2003
GLOBAL GRILL

START-UP|Apr M ay Jun Jul Aug Sep Oct Nov Dec Jan Feb M ar TOTALS
# of working days
CASH IN
L oan Proceeds 12,000 12,000
Member Contribution 18,100 18,100
Sales -
Recelvables Collected -
TOTAL CASH IN $30,100 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $30,100
CASH OUT
Inventory (Food) 10,000 10,000
Equipment 11,000 11,000
Rent 2,000 2,000
Licences and Permits 250 250
Signs 500 500
Repairs and 1,500 1,500
V ehicle expense 100 100
Marketing 600 600
Incorporation 2,000 2,000
Legal & Accounting 250 250
Communication 350 350
Staff Training 300 300
Wages & Benefits 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 45,000
L oan Repayment -
Bank Fees -
Insurance 750 750
Misc. & Contingency 500 500
TOTAL CASH OUT $30,100 $3,750 $3,750 $3,750 $3,750 $3,750 $3,750 $3,750 $3,750 $3,750 $3,750 $3,750 $3,750 $75,100
DIFFERENCE $0[  ($3,750)]  ($3,750) ($3,750) ($3,750) ($3,750)  ($3,750)[  ($3,750)]  ($3,750)]  ($3,750)  ($3,750) ($3,750)]  ($3,750)[ ($45,000)
BALANCE $O[  ($3,750)] ($7,500)] ($11,250)] ($15,000) ($18,750) ($22,500) ($26,250)[ ($30,000)] ($33,750) ($37,500) ($41,250) ($45,000)




Module 5 Spreadsheet E

PROJECTED CASH FLOW STATEMENT 2003

GLOBAL GRILL

START-UP|Apr M ay Jun Jul Aug Sep Oct Nov Dec Jan Feb M ar TOTALS
# of working days
CASH IN
L oan Proceeds 12,000 12,000
Member Contribution 18,100 18,100
Sales -
Recelvables Collected -
TOTAL CASH IN $30,100 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $30,100
CASH OUT
Inventory (Food) 10,000 10,000
Equipment 11,000 11,000
Rent 2,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 14,000
Licences and Permits 250 100 350
Signs 500 500
Repairs and Maintenance 1,500 1,500
V ehicle expense 100 100
Marketing 600 1,000 1,000 300 300 300 300 300 300 300 500 500 500 6,200
Incorporation 2,000 2,000
Legal & Accounting 250 200 500 950
Communication 350 100 100 100 100 100 100 100 100 100 100 100 100 1,550
Staff Training 300 500 800
Wages & Benefits 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 45,000
L oan Repayment 550 550 550 550 550 550 550 550 550 550 550 550 6,600
Bank Fees 60 60 60 60 60 60 60 60 60 60 60 60 720
Insurance 750 250 250 250 250 1,750
Misc. & Contingency 500 500
TOTAL CASH OUT $30,100 $7,260 $6,460 $6,010 $5,760 $5,760 $6,010 $5,760 $5,760 $6,010 $5,960 $6,460 $6,210] $103,520
DIFFERENCE $0]  ($7,260) ($6,460) ($6,010) ($5,760) ($5,760) ($6,010) ($5,760) ($5,760) ($6,010) ($5,960) ($6,460) ($6,210)[ ($73,420)
BALANCE $O  ($7,260)] ($13,720)] ($19,730) ($25,490) ($31,250)[ ($37,260)[ ($43,020)] ($48,780)] ($54,790)] ($60,750) ($67,210) ($73,420)




Module 5 Spreadsheet F

PROJECTED CASH FLOW STATEMENT 2003

Gl OBAL GRILL

START-UP [Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar TOTALS
# working days 30 31 30 31 31 30 31 30 31 31 28 31 365
CASH IN
L oan Proceeds 12,000 12,000
Member Contribution 18,100 18,100
Sales 15,000 15,500| 24,000 24,800 24,800 24,000 15,500 15,000| 24,800 9,300 8,400 15,500 216,600
Receivables Collected 500 500 500 500 500 2,500
TOTAL CASH IN $30,100| $15,000 $15,500[ $24,500] $24,800[ $25,300] $24,0000 $16,000 $15,000 $25,300 $9,300 $8,900] $15,500 $249,200
CASH OUT
Inventory (Food) 10,000 4,500 4,800 7,200 7,590 7,440 7,350 4,650 4,650 7,440 2,940 2,520 4,800 75,880
Equipment 11,000 11,000
Rent 2,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 14,000
Licences and Permits 250 100 350
Signs 500 500
Repairs and Maintenance 1,500 50 50 50 50 50 50 50 50 50 50 50 500 2,550
Vehicle expense 100 50 60 75 85 75 85 50 60 75 35 25 60 835
Marketing 600 1,000 1,000 300 300 300 300 300 300 300 500 500 500 6,200
Incorporation 2,000 2,000
Lega & Accounting 250 200 500 950
Communication 350 100 100 100 100 100 100 100 100 100 100 100 100 1,550
Staff Training 300 500 800
Wages & Benefits 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 45,000
L oan Repayment 550 550 550 550 550 550 550 550 550 550 550 550 6,600
Bank Fees 160 60 60 60 60 60 60 60 60 60 60 60 820
Insurance 750 250 250 250 250 1,750
Misc. & Contingency 500 50 50 50 50 50 50 50 50 2,000 50 50 50 3,050
TOTAL CASH OUT $30,100| $12,010 $11,420 $13,385 $13,535 $13,375 $13,545 $10,560[ $10,570] $15,575 $9,035 $9,105] $11,620 $173,835
DIFFERENCE $0|  $2,990 $4,080] $11,115 $11,265 $11,925 $10,455 $5,440]  $4,430[  $9,725 $265 ($205) $3,880 $75,365
BALANCE $0  $2,990 $7,070] $18,185 $29,450[ $41,375 $51,830[ $57,270 $61,700] $71,425 $71,690] $71,485 $75,365




Module 5 Spreadsheet G

PROJECTED CASH FLOW STATEMENT 2003

Gl OBAL GRILL

START-UP [Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar TOTALS
# working days 30 31 30 31 31 30 31 30 31 31 28 31 365
CASH IN
L oan Proceeds 18,000 18,000
Member Contribution 18,100 18,100
Sales 15,000 15,500| 24,000 24,800 24,800 24,000 15,500 15,000| 24,800 9,300 8,400 15,500 216,600
Receivables Collected 500 500 500 500 500 2,500
TOTAL CASH IN $36,100| $15,000 $15500[ $24,500] $24,800[ $25,300] $24,0000 $16,000[ $15,000 $25,300 $9,300 $8,900] $15,500 $255,200
CASH OUT
Inventory (Food) 10,000 4,500 4,800 7,200 7,590 7,440 7,350 4,650 4,650 7,440 2,940 2,520 4,800 75,880
Equipment 11,000 11,000
Rent 2,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 14,000
Licences and Permits 250 100 350
Signs 500 500
Repairs and Maintenance 1,500 50 50 50 50 50 50 50 50 50 50 50 500 2,550
Vehicle expense 100 50 60 75 85 75 85 50 60 75 35 25 60 835
Marketing 600 1,000 1,000 300 300 300 300 300 300 300 500 500 500 6,200
Incorporation 2,000 2,000
Lega & Accounting 250 200 500 950
Communication 350 100 100 100 100 100 100 100 100 100 100 100 100 1,550
Staff Training 300 500 800
Wages & Benefits 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 3,750 45,000
L oan Repayment 800 800 800 800 800 800 800 800 800 800 800 800 9,600
Bank Fees 160 60 60 60 60 60 60 60 60 60 60 60 820
Insurance 750 250 250 250 250 1,750
Misc. & Contingency 500 50 50 50 50 50 50 50 50 2,000 50 50 50 3,050
TOTAL CASH OUT $30,100| $12,260[ $11,670 $13,635 $13,785 $13,625 $13,795 $10,810 $10,820, $15,825 $9,285 $9,355] $11,870 $176,835
DIFFERENCE $6,000]  $2,740 $3,830] $10,865 $11,015 $11,675 $10,205 $5,190]  $4,180[  $9,475 $15 ($455) $3,630 $78,365
BALANCE $6,000] $8,740] $12,570] $23,435 $34,450] $46,125( $56,330] $61,520] $65,700[ $75,175 $75,190 $74,735 $78,365




Module 5 Spreadsheet H

PROJECTED PROFIT AND LOSS STATEMENT

Global Grill
For the period April 1, 2003 to March 31, 2004

SALES, INCLUDING RECEIVABLES COLLECTED $219,100
COST OF GOODS SOLD

Inventory 75,880

Less: Estimated inventory at end of March 2003 20,000

Cost of goods sold 55,880 55,880
GROSS INCOME (Sales minus cost of goods sold) $163,220
EXPENSE (taken from totals on cash flow)

Rent 14,000

Licences & Permits 350

Repairs and maintenance 2,550

Vehicle expense 835

Marketing 6,200

Legal & Accounting 950

Communication 1,550

Staff Training 800

Wages & Benefits 45,000

Loan Interest 408

Bank Fees 820

Insurance 1,750

Miscellaneous & Contingency 3,050

TOTAL EXPENSE $78,263 $78,263

NET SURPLUS (Gross Income minus Expense) $84,957




Module 5 Spreadsheet |

Global Grill: As of opening day, April 1, 2003

Pro-forma Balance Sheet

ASSETS (Own) LIABILITIES (Owe)

Current Assets Current Liabilities

Cash 6,000[A ccounts Payable -

Accounts Receivable -|Payroll Deductions

Inventory 10,000

Prepaid expense (ie. 3,000

Insurance, rent)

Total Current Assets $19,000| Total Current Liabilities $0

Fixed Assets Long-Term Liabilities

Office Equipment 11,000| L oan Payable*** 18,000

Sign 500|Total Long-term Liabilities $18,000

L easehold improvements 1,500

Vehicle* 3,000

Total Fixed Assets $16,000| Total Liabilities $36,000

Other Assets Equity

Other Assets ** 2,000/ Share Capital **** 4,800
Contributed Capital (5,800)

Total Other Assets $2,000(Tota Member Equity (%$2,000)

TOTAL ASSETS $35,000|TOTAL LIABILITIES $35,000

PLUSEQUITY

*Include vehicle used by the co-op, even if the co-op doesn't own it.
** This may include the cost of incorporation

***|nclude principle only, not interest

****Shares show up on the balance sheet only.
Everywhere else they are lumped in with member contributions
Member contribution = shares + inkind + donated capital




Module 5 Spreadsheet J

Personal net worth

ASSETS (Own)

LIABILITIES (Owe)

Current Assets

Current Liabilities*

Cash (in bank & on hand) 2,000/ Short term bank loan 5,000
Accounts Receivable -|Credit Card Payable 800
Prepaid Property Tax 600|Income Tax Payable 200
Prepaid insurance 500

Total Current Assets $3,100[Total Current Liabilities $6,000
Fixed Assets Long-Term Liabilities

House, at assessed value 150,000{Mortgage balance 138,000
RRSP's 15,000| Total Long-term Liabilities $138,000
Automobile 1,500

Personal Stuff 5,000

Total Fixed Assets $171,500| Total Liabilities $144,000
Other Assets Equity

Other Assets -|Owner's Equity 30,600
Total Other Assets -| Total Owner Equity $30,600
TOTAL ASSETS $174,600/ TOTAL LIABILITIES & $174,600

OWNER EQUITY

*less than one year
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WHAT IS A BUSINESS PLAN/

our co-op’'sbusinessplanisthe blueprint for building your co-operative
business. It will guide co-op membersasyou createthe business, helpyou
securefinancing, and map out your co-op’sfuture path.

If you have worked through Modules 1-5, you have aready donethebulk
of thework involved in planning your business. Now you will put it all
together, and start moving towards making your plan reality. A written
business plan can be used to apply for loans and investments. A well-
organised businessplan letslendersor investors assessboth your financing
proposa and theability of your group to managethe business. Writing your
businessplanwill also help you focusyour research, identify any details
that need morework, and resol ve potential problemsbeforeyou start your
business.

A good businessplan:

+ Explainsthe businessconcept.

«  Summarisesthegoal s of the co-op.

* |dentifiestheresourcesthat will be needed.

« Describeshow thoseresourceswill be obtained and applied.

« Telsthereader why the businesswill succeed.

Beforeyou start writing your business plan, make sure you know where
you areright now, where you hope your co-op will end up, and how you
plantoreachthat god. If youdon't, it'stimeto go back and set somemore
goas(seeModule 1). Keegpinmind that conventional practicefor writing
business plansisto describe aperiod three yearsinto thefuture. If your
groupfindsinformation that will bereevant further than that into thefuture,
find away to keep it available so the co-op can accessit whenitisuseful.

First Edition Co-operatives by Design
BCICS Copyright 2002 Module 6: Writing the Business Plan 1



PREPARING A GOOD BUSINESS PLAN

“Sometimes a ‘business
plan’ isn’t appropriate. For
the past couple of years
we’ve been talking about
writing a business plan,
but it never seemed to
make sense for our co-
op. Finally we found a
copy of a similar housing
co-op’s ‘development
plan’. This made perfect
sense. Now we are
working on our
‘development plan’ and
referring to business
planning resources for
support.” — Solid Roofs
and Autonomous Roots
Housing Co-op.

Defineyour objectivesfor the planitsalf, and decidewhoislikely toread it
and useit so you can focus on the most important sections. For example, if
you want to useit to seek financing, it will need to be moredetailed than if
itisusedtorecruit new members. Find out from potentia lendersandinvestors
exactly what they want to know. Your planwill beuseful only if itincludes
theinformation your co-op needsto achieveitsgoals. But regardless of the
use, aimto keepit 10to 25 pageslong.

Writeyour own business plan. Whileusing abusinessplanfromasimilar
co-op ishelpful and recommended, borrowing too heavily fromasample
businessplanisnot agood idea. You may wind up with something that is
digointed andincomplete.

Keepit simple. If the plan hastoo much jargonit will not be understood.
Explain any acronymsor termsthat an outsider would not know. Provide
enough detail that an outsidereader can understand what product or service
your co-opwill provide, how it will be provided, and how the co-operative
structurewill assure businesssuccess. If you need toinclude minute details,
put them in a separate section for internal use only, or in the Exhibit/
Appendicessection.

Make sureyour financid projectionsare believableand reproducible. The
financid sectioniskey for potentia lendersand inventorsbecauseit identifies
your financing needs and showsyour profit potential . Keep track of how
you devel oped your financia assumptions, and test them to make surethey
arereasonable. Makenotesevery timeyou makeachangein your financial
projections.

Seek feedback on draftsof your businessplanfrom peoplewithin and outside
of your industry. Mentors, your co-op developer, and other business
resource people can provide valuable feedback. Make sure your plan
reflectstheimageyour co-op wantsto portray. Potentia lenders, investors
and membersarelooking for the character of your business, and may dismiss
something they seeasa“fill intheblanks’.

Findly, you don’t need to spend afortune on design and printing, but make
sureyour planisclean, easy to read and error-free. Take your time. You
cannot ‘ cram’ abusinessplan—itisamethodical, day-to-day task.

Co-operatives by Design
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THE BUSINESS PLAN IN A NUTSHELL

Thefollowing isasnapshot of each section, and itspurpose:

Titlepage

Includesyour co-op name, official address, contact information (phone,
fax, email), website, date the plan was compl eted, estimated start-up date,
and namesof founding membersor your board of directors.

Executivesummary

Briefly describesthe co-op’sproduct or service, itsmain markets, expected
firs-year sdlesand expenses, whenit will openfor businessand, if gpplicable,
theamount of funding it isseeking.

Table of contents
Thisisso readerscan easily find theinformation they want.

Businessbackground
What will the businessdo, how will it earn money, who hasbeeninvolved
to dateand whereisit located.

Product or servicedescription
How the product will be made or how the servicewill be provided.

Market for theproduct or service
Describeyour niche market, itssize, itsbuying behaviour and trends, and
outlinetheresearch you used to gather thisinformation.

Competition

Include aprofile of other businessesin your industry or community that
affect your co-op. What aretheir strengths and weaknesses, and how will
your businessensuresurviva inthisenvironment?

Marketing strategy
How will you sl your product or service and at what price? How will you
promoteand distributeit?

Operationsstrategy

How will you run your co-op, producethe product or serviceand get it to
customers? Wherewill you get your supplies, do you need insurance or
permits, aretherelegal issuesthat must be addressed? Outline which co-
op membersareresponsiblefor each day-to-day operational task.

First Edition Co-operatives by Design
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Co-operativestructure
Arethememberstheemployees?Why areyou quaified to sart thebusiness?
What isthe structure of the co-op?

Financial requirementsand projections

What are the start-up costs? How much will the co-op workers pay
themselves?How muchwill theco-op haveto sall and at what priceto pay
all the expensesand theworkers? How much money isexpected to come
inand go out of the businessand when?Will the business make aprofit?
How muchwill thebusinessown and owe, and what will betheworth of the
businessat any giventime? And how much money isneeded and what will
it beusedfor?

Key risks
What arethe potential risksand how will you handlethem?

Exhibitsor Appendices
Include photos of products, resumés of members, letters of intent from

prospective buyers, layout of the premises, etc.

Collective Banking

What happens when a community pools its money co-
operatively? In some cases the results can be outstanding.
When the 16 founding members of the Island Savings Credit
Union began to pool their money in 1951, they had a mere $36 in
assets and maintained a office in the basement of their first
employee. By December the following year, they had 209
members and assets worth $34,810.97. Only twelve years later,
the Credit Union’s assets had passed the one million mark.
Today, Island Savings has branches up and down Vancouver
Island, with over 35,000 members and over $500 million in
assets.!

Co-operatives by Design
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THE EXECUTIVE SUMMARY

Write the Executive Summary last. It can be the most important part of
your plan becauseit will beread first, and it may end up being the only
section that isread. Keep it short, one or two pages, and make sure it
highlightsthemaost important pointsin the plan—thereasonswhy the reader
should be excited about your business.

Pur pose: Tosummarisethemain pointsof theplaninaway that encourages
the reader to keep reading therest of the plan.

Length: 1-page text overview and 1-page summary of financial
requirementsand projections.

Tips. Avoid atabloid news approach that uses phrases such as “ best
investment ever”, “unlimited growth potentid”, “ perfect management team”.
Point formisokay inthe Summary.

Don’t: Cut piecesout of each section and jam them together in an executive
summary. Theresultisasummary that risksreading likeajumble of out-of-
context paragraphs. It will berepetitiveand not very compelling.

Do: Ask onemember towriteadraft executive summary. Thegroup should
review it, but youwill find it readsbetter if onepersonwritesit—evenif the
planitsalf hasanumber of authors.

Content: Many peoplewill tell youthemost important part of your planis
the Executive Summary because any external audience—lender, investor,
potential member, government staff —will either be engaged enough to
read the plan or declineinvolvement without reading further, strictly onthe
bas sof the summary. The Executive Summary isthe curtain raiser for your
businessopportunity; you need toimpressthe audience.

Thefirg page should:
« Stresswhat the business opportunity is(oneto two sentences).
 Describethe product or service (two to three sentences).

«  Show why you have chosen the co-op structureand how it will work
(threeto five sentences).

«  Summarisethe market (one paragraph—who isthe niche market/why
will they buy), the competition and your co-operative advantage (one
to two sentences).

First Edition Co-operatives by Design
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 Outlinethekey pointsof your marketing strategy (onetotwo
sentences).

« Introduceyour management and show why they arequalified (one
paragraph or more, depending on your co-op structure).

Onthenext page, present your financia information. You can present this
simply withachart. The numbersare derived from your projectedincome
statementsinyour Financial Requirementsand Projections section. Adapt
the charts so that they are appropriate to your type of co-op.

Summary of Financial Projections

Year 20 | Year 20____ Year 20____

Sales

Cost of Good Sold

Gross Margin

Major Operating Expenses:
Wages

Rent

Others

Profit

Co-operatives by Design First Edition
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Summary of Key Assumptions

Year 20

Year 20

Year 20

Sales (explanation of how you
derived your sales forecasts
for each year — keep it brief)

Prices (if you have a lot of
products or services, provide
pricing information on the one
or ones that you feel will
provide the majority of your
sales)

Collection Period (what
collection period did you
assume in making your
financial projections?)

Summary of Financial Requirements

SOURCES

Equity Investment By Members

Term Loan, Bank/Credit Union

Equity Investment by Outside Investor(s)?

TOTAL

B | B P P

USES

Kick Off Marketing

Upfront Rent

Working Capital Requirement

TOTAL

L R - I

First Edition
BCICS Copyright 2002
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BUSINESS BACKGROUND

Purpose: To providethereader with aclear summary of what thebusiness
isand how it will make money, and to outline the basi c facts of the co-op.

Length: 1-2 paragraphs.

Tip: Read thissection to acolleague or friend, then ask themto explain
how the co-op will make money. If they can’t do thiseasily, it'stimeto
rewritel

Don't: Makethissectiontoolong and involved —it’san introduction to set
the stagefor thereader. Point formisOK .

Do: Makethissection brief and to the point.

Content:
« Nameandlocation of the co-op.
« Listof membersand factsabout key members.

« Incorporation number and date of incorporation (or plansfor
incorporationif gpplicable).

A description of what youwill beselling or providing, towhom and
where (geographiclocation of membersor target market).

« Key successfactorsor co-operative advantage—to show why
individualsor businesseswill buy fromthe co-operative.

Co-operatives by Design First Edition
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PRODUCT AND SERVICE DESCRIPTION

Purpose: To createadetailed, comprehensvedescription of your product
or service.

L ength: Varieswiththe complexity of theproduct or service—usualy no
morethan 1-2 pages.

Tip: Includeapictureor drawing of your service(if possible) or product
or prototypein the body of the plan.

Don’t: Spendtoo muchtimeontechnica detail. Include enough technical
information so thereader understandsyour product or service. If you need
alot of technica detail toruntheoperation, putitin aseparate section that
doesnot goto potentia lendersor investors, unlessthey request it.

Do: Inthissection, youtell thereader what you are planning to sell. You
have donethisbefore, inthe Business Background section. Hereyou are
goingtodoitinmuch moredetall.

Content:
+ Size, shape, colour and life-span.

 Featuresand benefitswith referenceto service, delivery and warranty
support.

 Plansfor packaging and labelling, showing how you aimto meet
regulationsin Canadaor ininternational marketsregarding packaging
andlabelling.

« Stageof development, and further technical devel opment that may be
needed.

« Your quality assurance process, and plansfor, or results of, product
tegting.

* Includeservicedetallssuchas:
» Whatitentails, whereit will beoffered.
* Mgjor featuresand benefits.
 Itsvauetothetarget audience, and problemsit isexpected to solve.

« Includedetailson specia needsfor your product or serviceincluding
insurance, certification or regulations, other than aconventional
businesslicence.

First Edition
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MARKET

Purpose: To show indetail whowill buy your product or serviceand to
describethe extent and nature of demand for your product or service.

Length: 2-3 pages.

Tip: Makesureyou defineyour target market before starting this section.
Thisiswhereyou will feed in your market research and/or opportunity
anayssdata.

Don’t: Make generalisations, assumptionsand conclusionsthat you are
not ableto support.

Do: Recognisethisisoneof thetwo or three mostimportant sectionsinthe
entireplan. Your effort will pay off tremendoudly bothin creating agreat
plan andin devel oping aclear understanding of your venture' spotential and
pitfals

Content: Themarket section isbest split into anumber of subsections,
including adescription of your niche market. In this subsection, you will
decribeasprecisely aspossiblewhereyou will focusyour marketing, which
meansidentifying thecustomersmost likely to buy your product or service.

Describethesizeof thetota market for your product/serviceinyour market
area. Thisisusually presented asapercentage of thewhole market inan
area, asanumber of customers, or asadollar figure. Indicate how much of
thistotal isheld by other businessesand how many peopleyou planto sl
a product or service to. Your niche market can include part of your
competitors' share or you can focus on adifferent market that currently
doesn’t have accessto your product or service.

Show your co-op’scurrent statusif you have started selling aready. Include
evidenceof past salessuch aspurchase ordersor aclient list asexhibitsfor
your plan.

Show your understanding of trendsin your business, and back thiswith
sampleresearch. Explain what ishappening or may happeninthenext two
yearsthat could have asignificant impact ontheleve or nature of demand
for your product or service.

Co-operatives by Design

First Edition
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COMPETITION

Purpose: Todescribeother businessesin your industry or community that
may have an affect on your co-op and to identify your co-operative
advantage.

Length: Varies—no morethan two pages.

Tip: If thereare alot of other businesses, try to describethemin clugters,
with oneor two examplesof specific businessesinthecluster. For example,
smdll restaurantsdon’tlist every small restaurant intown.

Don’t: Assumethereareno* competitors’. If your product or serviceis
new and unique (and you want to be absolutely surethisistrue, especially
inthe Canadian market), look for businessesthat sell asimilar product or
serviceto the samemarket. It doesnot haveto beidentical to affect your
business. A co-op that wantsto open aThai restaurant in atownwith no
Thai restaurant, should still consider other restaurants. You can often find
other businesses by putting adescription of your product or serviceidea
into an Internet search engine, or look inthe Yellow Pagesof your telephone
directory.

Content: Beginwith abrief overview of thecharacteristicsof theindustry
your co-op isentering. Theindustry overview should answer theseand
other relevant questions:

« Istheindustry growing or shrinking? Why?
« How hardisit for anew company to enter theindustry?

Will any mgor government regul ationsaffect how easily or quickly a
new company can enter theindustry?

¢ How high arethe start-up costs? s specia expertise needed?
« Isit necessary to have aknown brand?
« Aremaor technology changeslikely in the next two to three years?

« How isaproduct distributed or service accessed? Inthe caseof a
product, will the co-op need to work through brokers, doesit have
accessto any necessary distribution networks—and how much will
brokersor distributorscost?

While most lenders will
probably be looking for
your analysis of the
“competition”, remember
you are a co-operative.
While co-operatives still
have to operate in a
business environment that
promotes competitive
thinking, there are many
examples of very
successful co-operative
businesses that do not
use competitive thinking.
Remember the co-op
principle of education.
Educate the lenders on
co-operative businesses
and the co-op advantage.
This isn't “flakey”, it just
makes good business
sense. (see Module 3)

First Edition
BCICS Copyright 2002
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MARKETING STRATEGY

Purpose: Your planto let your potentia customers, clientsor members
know about your co-op, and how to buy your product or service.

Length: 2-3 pages.

Tip: Tak about your co-operative advantagein real terms. How will you
educate the public on the benefits of purchasing from aco-op?

Don’t: Identify onepromotiona method andrely onitaone. Mot successful
marketing strategiesin thisage of technology arebeing built around multiple
media/message combinations.

Do: Becredtive! Thisisyour chanceto really beimaginative.

Content: Themarketing section of your businessplan may bedividedinto
subsectionsasin Module3:

« Podgitioning: How will you position your co-op?
 Pricing: What isyour pricing Strategy?

« Didtribution (Placement): How do you planto distribute your product
or service?

+  Communications(Promotion): How will you communicatewith your
nichemarket?What will your promotiona messagebe?What will
your mediamix be?

2 Co-operatives by Design First Edition
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OPERATIONS STRATEGY

Purpose: To describewhere and how the co-operative will operateto
make and deliver the product and/or service.

L ength: 2-3 pagesdepending on the scale and complexity of operations

Tip: Provideenough detail sothereader understandshow your co-op will
produceitsproduct or deliver itsservice. If you requirealot of technical
detail, includeit in aseparate section for internal useonly.

Don’t: Includeoverly complicated and detailed diagramsand charts.

Considerations. Thissectionwill helpto ensurethat al your members
clearly understand exactly how the co-op will work. You can createaflow
chart detailing each phase of the operation, or you can describe the
operationsintext format.

Thissection may belonger for co-opsthat are entering manufacturing or
establishing aservicethat involvesmany different stepsbecauseit setsout
theinternal operationsand equi pment necessary to produceyour product
or service. However, include an operationssection evenif you areproviding
anuncomplicated service.

Operational Flexibility

The Advantage Workers Co-operative was formed to create
employment opportunities for its members who experience
various barriers to securing employment. One of these barriers
is the lack of flexibility in most workplaces. Flexibility, therefore,
is an integral part of the organisational structure of the co-op.
This includes regular weekly or bi-weekly meetings at which
time members decide on what shifts they will work for the
upcoming week. Together they work out a schedule that is
supportive of people’s needs, such as transportation, number of
hours or working with someone else.?

First Edition Co-operatives by Design
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ORGANISATION OF THE CO-OPERATIVE

Do it yourself:

“Hiring a business
consultant to help us
develop a business plan
IS a useless exercise.
Beyond useless. What
we need to do is develop
some skills ourselves in
developing a business
plan, because it's
something that we need
to be able to continuously
do. But the consultant
comes in and writes the
business plan. First of all
we don’t own it, we really
don’t have any
responsibility around it ...

and we haven't developed

the skills to continue to
revise [it].”®

Purpose: Todescribetherelevant skillsand experience of the members,
the management team, and the legal and operating structures of the co-
operative. Thissectionwill answer any questionsyour lender(s) may have
about how a co-op works in relation to financial obligations, and how
decisionsaremade.

Length: 2 pagesor more, asrequired.

Tip: Takecarenot to use unverifiable descriptionsin your plan or your
resumés, phraseslike*hard worker” or “good role model” . Stick to facts
that can beverified, such aswork, volunteer experience and education.

Don't: Over sdl your members qualifications.

Do: Keep your membership structureassmpleaspossible. Design aclear
lega structurefor your co-op (see Module 7: Incorporating the Co-op).

Content: For each member of the management group (which may include
your whole membership) devel op job descriptionsthat include:

 Titleof thepogtion.

 Dutiesand responsibilitiesof thisposition—what they will do, which
functionsthey will oversee, who they will supervise, whothey will
report to, etc.

« Previousindustry and related experience (should relate directly tothe
position) —who they have worked for, what they did, for how long,
€tc.

 Alist of magjor accomplishmentsfor each member of theteam.

Considerations. Somelendersand investorsmay feel atopnotch person
or management team can compensatefor amediocre businessideaso they
will turntothe* people’ section asoneof their first gopsinyour plan. Inthis
sectionincludeal membersand other individualswho aregoing to bekey
activeplayersinthe co-operative. Don't list externa investorshere unless
they aregoing to take an activerole on the co-op’ s board.

Theoppostemay asobetrue. Somelendersor investorsmay shunafantastic
idea because they are not convinced the peopleinvolved havethe skills
required. A resumé of each management group member should appear as
anexhibittotheplan. If you areformingaworkers co-op, providearesumé
for each member whowill play akey rolein the businessand thosewho will
formyour first board of directors. You may asoincludethe namesof your
advisory board.

Co-operatives by Design
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FINANCIAL REQUIREMENTS & PROJECTIONS

Purpose: Totrandateyour projectionsand aspirationsinto numbersand
show what the new co-op will achieveif al goesaccording to plan.

Length: 1 pagetext summary, backed by 3 or more spreadsheets.

Don’t: Show multiple casesor scenariosin your businessplan. Itisfine
to run experimentson your own with different scenarios, but too much
informationinyour businessplanwill losethereaders. Thiscould be
detrimental whenyou' retrying to get aninvestor interested in your
business.

Do: Check your calculationsvery carefully. Make surethey al add up,
evenif you arerelying on acomputer spreadsheet.

Tip: Thecashflow projectionsarethe most important part of your
financia plan. Every reader with experience with businessstart-upswill
look at the cash flow statement first. Think of cash flow asyour co-op’s
survival map. Ittellsyou how much you need to finance and when.

Content:

+ Start-up Costs: Includethe costs before the co-op has positive cash
flow.

« Wages, Dividends, Patronage Rebates and Bonuses: Hereyou
include how much money will be paid out inwages, and how much
surplustherewill beand how thiswill bedivided.

« Break-evenanaysis. You must show how much the co-op must sell,
and at what price, to cover all costs.

« Projected Cash Flow: Includeaprojected cash flow for thefirst year
showing how much money will be coming into the co-op, when and
fromwhere, aswell ashow much money isgoing out of the co-op,
when andtowhere.

 Income Statement or Profit and L oss Statement (Projected): This
statement isneeded to show how much the businesswill makeor
lose.

 Balance Sheet (Proforma): Thisshowswhat the co-op owns, what it
owes, and what the differenceisbetween the two.

 Sourcesand Usesof Funding: Demonstrate wherethe co-op will get
money from in the beginning, and what the co-op will useit for.

First Edition Co-operatives by Design
BCICS Copyright 2002 Module 6: Writing the Business Plan
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KEY RISKS

Purpose: To show thereader that you have anticipated key risksand have
planned to overcomethem.

Length: 1-2 pages.

Tip: Thissectionwill helpyou see some of the challengesyou may face so
you candevel op srategiesto overcomethema avery early sage. Redidticaly
dealing with risks demonstrates you understand the environment inwhich
your businessfunctionsand that you have sufficiently plannedfor chalenges.

Don’t: Worry that talking about riskswill reveal the weaknesses of the
venture. It showsthat you have anticipated potential problemsand havea
strategy to deal withthem. Infact, it givesthereader confidencein your
ability tomeet chalenges.

Somepotential risksare:

« Themarket doesn’t buy your product or serviceasquickly asyou
expected.

A competitive businessmovesin and matchesyour best effort.
« Anassumptionregarding alargecontract fails.

« Alegal orregulatory barrier emerges.

 You havetoreducethe priceto attract awider market.

¢ Thecost of raw materialsgoesup.

« Thedemandfor your product fallsoff after ayear.

* Youenter abooming market and it runsinto problems.

Also consder what would hgppenif the businessbecamefar moresuccessful
than you had anticipated. How would you handle this? Will you expand
premises, recruit more members, hireor contract non-member staff ?Will
you havethemoney, time, and other resourcesto put into theextramanaging
and training that might be necessary?

You should aso consider whether thereisroom for you to succeed without
taking away market sharefrom others. If not, how will other businesses
react if you take away customersor market share? Areyou equipped to
deal with other businessestrying to squeezeyou out? Isthiswhat you are
tryingto promote?

Co-operatives by Design
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EXHIBITS AND APPENDICES

Purpose: Toinclude detailed materid at theend of the plan that supports
the summarised information you have presented in each section.

L ength: Aslong asneeded. Youmay not want to giveal of thisinformation
to al thelendersyou present your businessplanto, but be sureto keep it
all together for easy referencein case alender, amember, or amanager
needsto seeit.

Tip: Include information that you feel isimportant but do not feel is
appropriatetoincludeinthebody of your plan. Includereferencesto show
the reader your membersare competent, hard-working and trustworthy,
and thusagood risk. Alwaysask the person whoisyour reference before
your includethem, and explainwhy in casethey get acall fromthelender.

Content: Includethefollowing kindsof exhibitsand appendices:

List of collateral —for aplanfor abank or credit union.
Any key contractsor |eases.

Market research results.

Co-op member’sresumés.

Copiesof purchaseorders.

Support lettersfrom community members, organisations, and
especidly potentia customers.

Picturesor drawingsof thefacility layout.

Sampl e picturesof your product.

Copiesof brochuresand advertisng materials.
References (personal, financial and professional).
Any positive pressor storiesmembershavereceived.

Names, addresses, phone, e-mail of professiona advisorssuch as
accountants, lawyers, busi ness consultants, mentors.

First Edition
BCICS Copyright 2002
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REVIEW OF MODULE 6

Inthis section we have covered thefollowing:
« Thepurposeof abusinessplan.
 Preparing awritten businessplan.

« Thedementsof abusinessplan, including the purpose, lengthand
content of each section.

Last Thoughts on the Business Plan

A planwill never betotaly ‘right’ whenimplemented. Starting abusiness
involves so many variablesthat you are bound to make fal se assumptions
somewhere. Don’t be afraid to play with the sequencing of the sections.
For example, if your co-op has astrong management group, move up the
“Organisation” section soit appearsright after the“ BusinessBackground” .

Make sureyou usethe plan. Your business planisaliving document that
needsto berevisited and revised often, at least annually. Itisof novaueif
you put it on ashelf and forget about it.

End Notes

1. Idand Savings Credit Union: acase study. (2001) Researched and
written by LIoy Wylie. http://web.uvic.calbcics/casestudiesindex.htm

2. Advantage Workers Co-operative: acase study. (2001) Researched
and written by Nicole Chaland. http://web.uvic.ca/bcics/
casestudiesindex.htm

3. Cited by amember in Hummingbird Bottled Water Co-operative: a
casestudy. (2001) Researched and written by LIoy Wylie. http:/
web.uvic.calbcics/casestudiesindex.htm

Co-operatives by Design First Edition
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CHECKLIST FOR EDITING YOUR BUSINESS PLAN

Beforeshowingyour businessplanto potentid financid lenders, itisimportant
to carefully edit the plan. First read the plan out loud asagroup to check
for grammatical and spelling errors. Next have acouple peoplefrom outside
of your group (at |east one person familiar with your particular industry and
another person not familiar withit) read over your businessplan and answer
thefollowing questions: (If they can’t answer the questions, you need to
edit your plan.)

U Beforereadingtheentireplan, read theexecutive summary. What is
theco-op’sproduct or service? What isitsnichemarket? How much
money isthe co-op seeking?

What isthe concept of the co-op?

What are the goals of the co-op?

Arethefinancial projectionsrealistic?

What resources are needed to get the co-op started?
How will those resourcesbe obtained?

Why will the co-op succeed?

What arethe key challengesor risksthe co-op faces?
How doesthe co-op planto overcomethose challenges?

Isthelanguageclear?

U UL D U0 U000 od

I sthereinformation that seems unnecessary?

First Edition Co-operatives by Design
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WHY INCORPORATE!

When you incorporate, whether as a co-operative, a society or a

company, you put some distance between the operation of your business
and your persond assets. Incorporation limitsthe personal liability of the
members.,

Theincorporated body becomesa“person” under the law, with most of
the rights and responsibilities of anatural person. Incorporated status
allowsyour co-operativeto transact business, get loansand licences, sign
contracts, and purchaseinsurance, to nameafew activities.

, , . o “The co-operative force of
Intheprocessof incorporating asaco-op, youwill cresteabinding structure oy membership is greater
that describes how the memberswill work together. Your incorporation  than what we can achieve
documents must reflect the common principlesof your members. alone — as one we are

greater than the sum of
In Canada, each province hasitsown regul ationsregarding co-operatives.  our parts.” — Business
Thismoduleiswritten according tothelawsand proceduresof theprovince  Plan, Koocanusa Value
of British Columbia. Whilemost of thisinformation may beappliedtoco- ~ Added Cooperative.
opsingeneral, youwill still need to check your own provincia or federal
laws and procedures if you are not starting a co-op in BC. A co-op
devel oper or alawyer familiar with co-operativeswill beableto assst you.
If thereisaco-op federationinyour area, they will most likely beableto
recommend someone.

In BC, the Cooper ative Association Act (1999) governsthelega structure
of your co-op business. British Columbia snew Cooper ative Association
Act , which cameinto effect January 30, 2001, allows co-opsto do some
things they were previously prevented from doing, such as obtaining
investment from non-membersand establishing different groupsof members
(multi-stakehol ders) with different rightsand responsibilities. If you decide
your co-op wantsor needsto do either of thesethings, it will beimportant
to get professiona advicefrom someonewho iscompetent tointerpret the
new legidation and regulations.

“Trust is an important factor when people take risks. To
discontinue receiving social assistance benefits and to explore
work after being told that you do not have the capacity for it
involves huge risks. An environment of trust was required so
that we could take risks. Developing a co-operative must foster
an environment of trust so that people with disabilities can take
risks and get actively involved.”

First Edition Co-operatives by Design
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To incorporate or not to incorporate

Not all “co-operatives” decide to incorporate. For some groups,
operating as a collective or an informal co-op is enough to meet
the needs of the members, and for others it may be a starting
place or “pilot project” to work out the basics of operating as a
co-op, before jumping through the bureaucratic hoops.

An excellent example is that of the ‘food-buying clubs’ that were
formed across British Columbia in the 1970s to meet the
demand for natural foods. Food buying clubs were run entirely by
volunteers. Food was ordered in bulk, which meant members of
the club could access otherwise inaccessible natural foods at
reasonable prices. “The food buying clubs were popular because
there was little overhead and management required. It was easy.
In the rural communities of BC, a truck would arrive at a
community hall or church basement and the collectives would
unload the truck and divvy up the orders.

Vancouver’s East End Food Co-operative started as a food-
buying club in 1975. The club was organised into co-operatives
within neighbourhoods, shared houses, families and friends.
Each collective was run autonomously within the umbrella
structure of the club by collating and submitting their orders
together. The collectives took turns ordering and sorting the food
for the whole club, all on a volunteer basis. The experience and
organisation gained through the food buying club structure laid
the foundation for what would become a permanent store front
consumer co-op with over 3000 members.®

Today, a similar collective model is being pursued in Victoria, BC.
“The Good Food Box” is a food buying collective that provides
fresh locally grown produce for low-income people. The Good
Food Box is run on the volunteer energy of its members who
each pay $10 - $15 at the beginning of each month and then
collectively purchase produce from local farmers. The food is
then sorted, boxed and distributed to each of the members. The
future of the Good Food Box is unknown. Perhaps one day it to
will have a permanent store front to distribute locally grown and
affordable produce on a daily basis.*

Co-operatives by Design First Edition
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WHEN SHOULD WE INCORPORATE!/

Each co-opisdifferent, and you' || haveto determinewhenyour groupis
ready to incorporate. If youwait until you complete your business plan
beforeincorporating, you cantailor your financial structure, membership
agreements, etc., to the specific situations you have anticipated and
discussed. Furthermore, you will have a better idea of how you work
together and what your common principlesare.

I ncorporating earlier meansyou can officialy recruit memberssooner, and
their membershipwill likely be strengthened by their involvement inthe
bus nessdevel opment. It al o meansyou can Sart negotiationswith lenders
sooner (dthough don't hesitatetovisit or chat with your lendersearly inthe
process, whether you areincorporated or not). In some cases, you may
need to incorporate early to negotiate a lease agreement or obtain
agreementswith suppliers.

You may wish to spread theincorporation processout over alonger period
of time. For example, by holding monthly discuss onson oneof thesections
inyour rulesof incorporation, you can giveyourselvesmoretimeto creste
aset arulesthat suitsyour group, and can put theminto practicetherest of
the month to test them out.

In preparation for incorporation, make thefollowing decisionsasagroup:

«  Why isyour businessaco-operative?

«  Whenisyour co-operativegoing to apply for incorporation?
«  What areyour criteriafor membership?

«  What will membersberesponsiblefor?

«  What rightsinthe co-operativewill membershave?

«  Whatisyour sharestructure?

« How will decisionsbe made (by whom and how)?

« How will theco-op’ssurplusesbeallocated?

First Edition Co-operatives by Design
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NAMING YOUR CO-OP

For a co-op to be “non-
profit”, it must adopt
section 196.1 of the Act
as a non-alterable clause
in its Memorandum, and
have Rules stating that
surplus shall not be
distributed to the
membership, but shall be
used in the operation of
the business, for special
projects, or donated to a
worthy (not-for-profit)
cause.

Thefirst step toincorporation ischoosing anamefor your co-operative.
Therearecertainlega requirementswhen deciding onaname. You must
include the word “cooperative’, “co-operative’, “coop”, “co-op” or
“coopérative’, or another grammatical form of any of thosewords, as part

of your name.

You must not includethewords* not for profit” or *“non profit” or any words
of similar import unlessyou are starting anon-profit housing co-operative.
Youmay not includeeither theword* company” or theword*“limited” inthe
name of your co-op.

You arealso required to have a“ distinctive element” and a“ descriptive
element” inthename, for instance“ L ucille’'s Jam Cooperative’ or “ABC
Courier Co-op”. Thethreeelementsof thenameare:

Distinctive Element | Descriptive Element | Corporate Designation

Lucille’s Jam Cooperative

ABC Courier Co-op

You may decideto shortenyour namefor sgnage, labdls, etc., but thename
inyour incorporation documentsisyour co-operative slega nameand you
must useit onal official documents, for example, leases, contracts.

Toregister your name, you must submit aNameA pproval Request. This
formisavailableonlineat:
www.fin.gov.bc.calregistries/Corppg/forms/0708BFI L L .pdf

Or, you can obtain theform from the Corporate Registries office of the
Ministry of Finance, Victoria. (Note: The guide Incorporating a
Cooperative Associationin British Columbia, whichisreferredtointhe
next section also hasthisform and other informationfor nameregigirationin

itsappendices.)

OntheName Approval Request you must include three choicesfor your
name. If your nameisaccepted, your namewill bereserved for 56 daysor
until incorporation. If you have not applied for incorporation within that
time, you will haveto renew your reservation and pay afee. Itisbest to
apply for your name once you are ready to submit your incorporation
documents. If thereisaproblem withthe name (for example, if another co-
op hasthe same name) you will haveto resubmit the application.

Co-operatives by Design
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INCORPORATION

Thenext step toincorporation isto prepareyour incorporation documents.
We highly recommend you obtain the guide, Incorporating a Cooperative
Associationin BC. Itisan excellent resource which containsfar more
detailed information on incorporation than we haveincluded here. For
example, it outlinesin detail the requirementsfor the Memorandum of
Association and the Rules of the Association. Theguidea soincludes:

. A sampleMemorandum.

. Nameapproval request ingtructions.
. A NameApprova Request form.

. A noticeof Registered Office

. A Ligt of First Directors.

Incorporating a Cooper ative Association in BC isavailable on-line at
http://www.fin.gov.bc.calregistries/corppg/forms/guide.pdf. If thereare
difficultiesdownloading or Internet accessisnot an option you can obtain
acopy fromtheMinistry of Finance's Corporate Registry office-- Society/
Cooperative AssociationsUnit.®> Thisofficehasstaff whowill review your
Ruleswhen you submit them and hel p you make whatever changesare
needed to comply with thelegidation. Remember, the office staff isagreat
resourcefor groupsgoing through incorporation on their own but the staff
can only help after the membersof your group are clear about what your
co-op will and will not be ableto do.

Inbrief you arerequiredto filethefollowing documents plus pay afeeof:
$250.00 (to the Minister of Finance):

Memorandum of Association (two signed and witness copies)
Thisdocument liststhe name of your co-op, its purpose, any restrictions
onthebusinessit may carry on, any restrictionson the powers of the co-
op, adetailed listing of the number and classes of sharesthe co-opis
authorisedtoissue, astatement that theliability of themembersor investment
shareholdersislimited in accordancewith the Act, an optional statement
regarding unalterabl e provisionsonwinding up of the co-op , the number,
classand par valug, if applicable, of sharessubscribed for by thefounding
members. Itisimportant to use the exact format recommended by the
Regidrar.

Rulesof the Association (two signed and witness copies)

Thesearetherulesregarding the overall governance of your co-op. Since
each co-operativeisunique, there are no standard formsto usefor your
Rules. (Note, the Rules are not the same as policies and procedures
regarding operations, which concern the banks but not the corporate

First Edition Co-operatives by Design
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registriesoffice.) We offer more guidance on the Rulesinthe next section.

List of First Directors
Thisrecordsthefirst and last names of your first board of directorsand
their complete physical addresses. Theremust beat |east 3 directorslisted.

Notice of Registered Office

Thisisthelegal addressof your co-op. Your address must be acomplete
physical address such asan office or residence wherelegal noticesand
other important documents can be delivered by meansother than mail (e.g.
courier, inperson). Becauseit will cost you money to changeyour address,
try to use an addressthat is permanent.

For moreass stancewith your incorporation documents, you can a so contact
aco-operative devel opment resourcegroup or find alawyer whoisfamiliar
with co-ops.

An existing co-op may also be an excellent resource. Oneway to create
your incorporations documentsisto use the documents of asimilar co-op
as atemplate. Make sure the co-op has rules that conform to the new
legidation (they will havewritten or revised their rulesafter February 2001).
A co-op may a so have knowledgeable memberswho arewilling to meet
with you and sharetheir experiences.

Legal Steps in the Development of a Co-operative

O Research the provincial and/or federal co-operative
incorporation requirements.

Register the co-op’s name.
Draft Rules for Incorporation

Submit the required incorporation documents

U 00D0

Prepare Membership Agreement and Membership
Certificate.

U

Research appropriate local, provincial or federal business
and product licenses.

O Apply for required business and product licenses

U

Open bank account.

U

Submit annual report and financial statement after first
Annual General Meeting.

Co-operatives by Design
Module 7: Incorporating the Co-op
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Oneway to work on thedocumentsasagroup isto divide up the sections
among your founding members. Each member takesher or hissectionand
preparesadraft for the group, highlighting anything not understood or in
need of discussion by the group. After the group has made suggestionson
thedraft and had the opportunity to discussit, that member, or even someone
else, preparesasecond draft. If you areworking with aco-op devel oper,
he or she can help you through the parts you don’t understand. When
everyoneiscomfortablewith what you have, you may choseto havea
lawyer take alook at your documents before you submit them to the
Regidrar.

First Edition Co-operatives by Design
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RULES OF ASSOCIATION

In order to create aset of Rulesthat reflect your group, you will needto
discussthefollowing:

« Thecharacter and valuesof the co-op, asdetermined by thefounding
members.

« Theservicetheco-opwill provideto members.

 Thedefinition of membership: For example, are membersthose
peoplewho sall their productsthrough the co-op, or arethey the
peoplewho work in the co-op? Does either type of participation
makethem eligiblefor membership?

« Theon-going obligationsof amember —thisisthebasisfor the
membership agreement.

« Thedecison-making process.

« Theofficid language.

« Theplaceof meetingsand rulesfor virtual meetings.
 Ensuring gender equity and ethnic diversity of members.

« Ethics for example, consderation of environmental impact, restriction
of specific productsor processes, etc.

 Conflict resolution processes.

 Thefinancing of the start-up.

Your Rulesof Association can be broken down into anumber of
different sections, such asmembership, shares, meetingsand voting,
governance and finances.

Not Quite a Co-op

The AMS Bicycle Co-op was formed in 1998 in order to make
the University of British Columbia campus a better place for
cyclists by improving the cycling environment. The co-op
currently operates a bicycle shop and the Purple and Yellow
Public Bike Program on the UBC campus. It also helps to
educate people about bicycling issues, and it advocates for
changes in planning and policy. “The actual organisational
format of the AMS Bicycle Co-op is a very loose co-operative
structure. Although the principles of co-operation are
observed..., AMS is not legally incorporated as a co-operative.
This is because the AMS Bicycle Co-op is required under AMS
legislation to be constituted as a “Club” through the Alma Mater
Society...” ®

Incorporating a Co-op
Tip: Incorporating a Co-
operative Association in
British Columbia is
available online at http://
www.fin.gov.bc.ca/
registries/corppg/forms/
guide.pdf.

Co-operatives by Design
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MEMBERSHIP

Growing Circle Food Co-
operative on Saltspring
Island chose the multi-
stakeholder model to
meet the needs of the
three distinct groups of
members that make up
the co-operative:
consumers, producers
and workers. The co-op’s
board is comprised of 9
members, with at least
two board members from
each of the different
member groups in order
to ensure representation
from all of the
stakeholders.”

To prepare your rules around membership, you will need to discussthe
following:

Who arethe members?
How are the members going to use the co-op?
If relevant, how do non-membersusethe co-op?

Will dl membershavethe samerightsand responghilities, or will there
be different classes of members?

How much member participationisrequired, for example, unpaid
work on committeesor “ sweat” equity?

What isthe processfor joining the co-op?
Isthereatrial period before membershipisapproved?
What arethe criteriafor approving amember’ sapplication?

How ismembership terminated, and under what conditions?

Becoming a Member

To become a member of either the Feeders or Bred Heifers co-
operatives, farmers must complete an application form, and
undergo a credit check, “which includes a site visit from the
supervisor to inspect the prospective members facilities.” If the
board accepts the new member, that member purchases a
share and is allotted a brand position and identification number
for their livestock. All members must participate in the co-op’s
own Livestock Insurance Program. Participation in the co-op’s
loan program, which allows farmers to borrow money to
purchase cattle, is optional.®

First Edition

BCICS Copyright 2002
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SHARES

Every co-op isrequired to have membership shares and, to become a
member, you must purchaseat |east one share. Membership providesvoting
privileges. Although membersmay own morethan oneshare, every member
still hasonly onevote. The Cooper ative Association Act alows sharesto
be issued as par value, or non-par value (which means the directors
determinethe redemption value of the share).

Investment sharesmay be held by membersor non-membersif the co-op
s0 chooses, and they may carry specific benefitswhich must be spelled out
inthe Rules. Investment shareholderswill get onevote per investment share
on mattersthat affect their shares, such asrepayment and sharevalue, as
well asother issuesalowed in the Rules. Other key decisionsarewhether
to sdll investment sharesto non-membersand what voting rightsto attach
totheinvestment shares.

The SecuritiesAct may requirethe co-op toissueaprospectusif investment
sharesares0ld. A prospectusisalengthy documentation about theenterprise
anditsshareofferingsthat isextremely costly to have prepared. A prospectus
may not berequired if thevalueof aninvestment shareislessthan $5,000,
the co-op hasfewer than 150 members, or the co-operativeisaworker
co-op and the shares are sold only to peoplewho arefriendsor relations
of the co-op members.

A disclosure statement will be required whenever any shares (including
membership shares) areissued if thereismorethan one classof shares. If
your co-op decidesto issue more than membership shares, you should
definitely discussthe processwith technical advisors.

Some of the key questionsyou need to answer asagroup are:

« How much capital doesthe co-op needtoraisefor start-up and for
operations?

«  Will the co-op raise capital through the sale of sharesor by other
methods?

¢ How muchwill co-op sharescost?

«  What istheminimum number of sharesamember must agreeto
purchase?

«  What isthe maximum number of sharesamember may purchase?
« Doesthe co-op need to have different classes of shares?

« How may amember redeem their shares?

Redeem: To pay off, buy
back, or to clear a debt by
payment.

See Incorporating a Co-
operative Association in
British Columbia for more
information on shares.

Co-operatives by Design
Module 7: Incorporating the Co-op
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MEETINGS AND VOTING

Proxy:

A person who represents
another person or a
document granting
representation to another
person.

By now you should have a good idea of how you make decisions as a
group. In Module 1 we discussed some of the options that your group
could explore. Now you must put that processintolega |anguage. Remember
that up to now you have most likely been operating asasmall group of
founding members. If your co-op isexpecting alarger membershipinthe
near or distant future, the processin your Rulesof Association must account
for that. Your decision-making process heedsto ensure that each member
can beequally involvedin making informed decisionson mattersthat affect
them, whether they are core membersor not.

Remember that the membershipin general meetingsisthefinal decision-
making body of the co-op. Under the Cooper ative Association Act, the
membershipisrequired to meet at |east onceannually. It may meet more
often for regular general meetingsor for special meetings. In annual or
semiannua generd mestings, themembers.

+ Elect theboard of directors.

« Determinehow net profitswill beused or distributed.
« Help develop the co-op’smajor goalsand objectives.
« Givegpprova tolong-rangeplans.

« Participatein adminigtrative committees.

« Makesuggestionsand recommendationsfor improvement to the co-
operativeand itsoperations.

If your group makesdecisions by consensus, you will still berequired by
law to havea*”last-resort process’ for decision-making, whichinvolves
voting if consensus cannot bereached. TheguidelinesinIncorporatinga
Cooperative Association in British Columbia can provide languagefor
thisrule. You also need to state whether or not proxy voting will beallowed.
If proxiesareallowed, what isthe process and under what conditions?

First Edition
BCICS Copyright 2002
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GOVERNANCE

The co-op structure must ensure member control over magjor policy
questions, member influence, usudly through the board of directors, over
management selection (paid or volunteer) and member input into
management decision-making. The structure must recognisethe ultimate
authority of thememberswhile providing management with enough authority
tofulfil itslega, ethical and practical responsbilities.

Board of Directors

A board of directors must be established when you incorporate asaco-
operative. Theboardisagroup of individualswho arelegally entrusted
with overseeing the operation of the co-operative. Thebusinessplan should
lisswhoisontheinitial board of directors—names, occupations, expertise
and experience.

Theboard must haveat least threemembersat al times. Your first members
—the subscribersto your Memorandum of Association (the people who
apply to havethe co-op incorporated) —will operateastheboard of directors
until thefirst annua genera mesting. If investors purchase sharesinthe co-
operative, they may want to becomedirectorsaswell. Under the new co-
op legidation, up to 20 per cent of your directorsmay be non-members. If
you decideto providefor thisin your Rules, you a so need to consider how
you will make sure such directorswill operatein the best interests of the
co-operative and itsbusiness.

Directors can be sued for unpaid employee wages or unpaid corporate
taxes, so you must be certain the board has mechanismsin placeto ensure
your directorsarenever inthisposition. Devel oping clear operationd policies
and entrenching regular reviewsof financia documentsat thevery beginning
of your co-op business can help directorsavoid difficult situationsinthe
future.

The Cooper ative Association Act hasexcellent guidelinesfor theduties
and conduct of directors. Review the requirements of the Act and then
decide whether your co-op needs to add further descriptions and/or
prescriptionsfor the board.

Theboardisthegoverning body of the co-op, thetrustees of themembers
interests. The board acts on behalf of membersbetween general mestings,
andtypicaly it doesthefollowing:

« Setsgods, objectivesand administrative policies.
« Adoptslongterm strategic plans.

Volunteer Labour:
When the Kootenay
Country Store Co-
operative formed in 1975,
it operated as a small
retail store run on the
volunteer energy of its
members. Members
purchased a $50 share
which contributed to the
purchase of equiptment
and a full reserve of
goods. Not all members
contributed labour. Those
who did contribute were
acknowledged by paying a
lower markup on goods.®

Co-operatives by Design
Module 7: Incorporating the Co-op
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* Protectstheassets of the members.

- Edablishesbudgets.

« Monitorsachievement of operational goals.

« Entersagreementson behalf of the co-op.

 Hires, directsand overseesmanagement staff (if any).

+ Receivesand actson administrative reportsand recommendations
from committeesand management.

« Makesrecommendationsto membership about important issuesand
keeps membersinformed.

 Conductsboard evaluations (self-evaluations).

Theboard of directorsincludes somekey roles. chairperson or president,
vice-chair or vice-president, secretary, treasurer or financial director.

Changing Governance

In 1981-82, the East End Food Co-operative underwent a major
restructuring that changed the entire organisational structure of
the co-op. The co-op began as a loose knit network of collectives
managed by volunteer workers. When the co-op decided to open
up a storefront, they quickly found the need to enact changes to
keep the co-op alive. To do so, the Central Collective that was
responsible for co-ordinating volunteers gave all its operative
power to a special committee with a mandate to enact whatever
changes were necessary to bring the store into a viable position.
The committee and sub-committees researched the food market
and co-op management structures, wrote job descriptions,
recommended rule changes and eventually dissolved the Central
Collective and divided its responsibilities between a Board of
Directors and paid staff.

In the end, the co-op moved toward a “more conventional, co-
operative model where the volunteer involvement was at the
policy ... [and] ... decision-making level” and the members were
not involved in the direct operation of the store. However,
“professionalising the store meant relating to each other in a new
way”. One of the co-op’s founders recalls the early non-
hierarchical structure: “It was a huge learning experience for
peaople. ... It created ... a sense of community here that still exists
as a result of that kind of volunteer interaction that happened.”°

First Edition
BCICS Copyright 2002
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Hereisan example of an organisational structurefor aco-opwithalarge
membership and staff. With alarge membership, decision makingona
daily basisby membersisnot possible, nor can al membersparticipatein

thedaily operationsof th

e co-operative. Managersand staff are hired to

do this. However, membership still ownsthe business.

Members
T Finance
Elect Accountable
Y |1 : Membership
Board of Directors —=| May Have Committees ——
T Education
Hiresand directs Accountable
¥ Buldrg
Management
4 Others
Hires and directs Accountable
¥
Saff
Here' san exampleof an organisational structurefor aco-op withaactive
volunteer or working membership and no staff. Heretheresponsibilities of
thedaily operations of the co-operative divided among membersand or
the board of directors.
Members Finance
E 3
Elect Accountable Membership
¥
Board of Directors »| May Have Committees = Education
Bullding
Others

Co-operatives by Design
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Staff on the Board:

The East End Food Co-
op has created a space
on its board of directors
for a staff representative.
The staff representative
helps to ensure that staff
concerns are addressed
at the board level. “The
staff representative
cannot participate on
issues such as wage
increases but is
otherwise an active
member of the board.”
Because staff have the
most contact with
customers, its role on the
board is crucial in bringing
forward members’

Joininganew board may beadifficult job, particularly if you’ ve never been
on theboard of abusinessbefore. But thisshould not be adeterrent to new
people. Instead, thisis an opportunity for co-op education. If there are
experienced board members, they can help train and mentor new ones. If
everyoneisnew, perhapsthe co-op should hire someoneto do some board
traning.

Committees

A co-op may form committees, which are voluntary bodies composed
primarily of members. Theremay betimeswhen the co-op’smanagement
regueststhat acommittee be formed to provide recommendationsor to
oversee an operational project. The members are either elected by the
membership or appointed by the board. Directors may sit on committees,
and non-members may beinvited to participatein committeework.

If youareformingacommittee, make sureitshasaspecific mandate, timeline
and areaof authority and responsibility. Committeesmay:

« Performin-depth analysisand research at the direction of the board.
Thisisan administrativefunction and the committeereportsto board.

A helpful tool for ensuring effective boards is to have a board
manual. This manual might include:*

A brief history of the organisation.

concerns. * A statement of the objectives of the organisation.
e An organisation chart showing the different roles in the co-op.
e A list of board committees and their members.
* Names, addresses, and telephone numbers of each board
member.
e Job descriptions of the president, the manager, and the board
e By-laws of the organisation.
e Current minutes and agendas of the board meetings.
e Board and management policies.
e Financial statements.
e Operating and capital budgets.
e Long-range plans.
e Special reports.
First Edition Co-operatives by Design
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« Peformanaysisandresearch at therequest of themanagement. This
isan operational function and the committee reportsto management.

« Makerecommendationsto the appropriate body (board or
management) according to their mandate (e.g. finance, membership,
personnel).

« Beempowered to proceed with action, or not.
Management

Management isresponsiblefor the day-to-day operationsof the business
according to the co-op’sgoa sand policies. They may havedutiessimilar
to those of managersin acompany or other duties as determined by the
co-op'sstructure and the direction of the board.

Insmall co-ops, management respons bilitiesarefrequently shared among
the members, rather than being concentrated in one person. In other co-
operatives—generally larger and more complex enterprises—there will
likely be management staff for operations.

Managersmay be membersof the co-op or they may behired from outside
theco-op. Inaco-op, managersare politically accountableto themembers
through the board of directors. The board of directors evaluates
management’ s performancewith input from themembers.

Theauthority, respong bility and accountability of management needsto be
made clear. Develop clear guidelines now, beforeyou actualy start the
businessor hireanyone. A processshould bein placeto evauatethedivison
of labour to make sure members'empl oyees and management areableto
function efficiently within these guidelines, and that the co-opisfosteringa
working environment of mutual respect and learning.

Staff/ Workers

Staff makeday-to-day decisionsinthe performanceof their dutieson behalf
of theco-operative. They may be paid or volunteer, and they answer to the
Co-operative’ smanagement.

Staff areusually membersof the co-op. Staff who area so membersmay
wear different hatsat different timesso they must dwaysbeaware of who
they arereporting to and what type of decision they are ableto makein
every Stuaion.

“An important dimension
of the governing structure
is the degree of
centralization and
decentralization in
decision-making. On the
one hand, a decentralised
worker co-operative which
involves everyone in
decision-making gives
individual workers more
control over their
workplace. On the other
hand, it can become very
inefficient to have
everyone deciding who
will carry out the garbage,
or which company should
supply the office paper.™?

Co-operatives by Design
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Board versus Management Roles and Responsibilities

One of thechallengesin aco-operativeisto defineclearly therolesof the
board, management and workers. Without clearly defined roles, theboard
could fed bogged down by too many decisions, management and staff may
fed disempowered and frustrated by alack of guidanceand/ or not enough
decision-making power and there’ sagreater potential for legal liability for

theboard if something goeswrong.

Thefollowing table attemptsto provide some guidancein distinguishing
between theroleof theboard and therole of management indecision making.
Not all of theitemswill apply to your co-op, especidly if you areasmall
workersco-op. However, even asmall workersco-op will haveto clearly
define how thesekindsof decisionswill bedivided.®

Board

Management or Staff

Makes "idea" decisions

Makes "action" decisions

Makes "what" decisions

Makes "how" decisions

Sets overall goals and objectives

Decides how to successfully obtain
those goals and objectives

Makes long-range decisions,
especially those involving
commitment and obtainment of
future resources, especially
financial

Makes short-run decisions

Selects management and salary

Management hires staff (if any)

Fills board vacancies and provides
board training

Trains staff

Approves budgets

Prepares budgets for board
approval

Conducts manager evaluations

Conducts staff evaluations

First Edition
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FINANCES

The board of directors has the overall responsibility for the financial
management of the co-operative. You will need to decide whether or not
to establish alimit on borrowing and, if so, whether it should beadollar
figure, apercentage of equity or apercentage of members investment.

You will aso need to decide how you want to distribute surpluses (e.g.
patronage rebates, dividends, reserves, etc.). See Incorporating a
Cooperative Association in British Columbia for moreinformation.

Two Kinds of Shares

The North American Bison Cooperative has used the New
Generation co-operative model to “add value to member owned
finished bison bulls by slaughtering, processing and marketing a
variety of bison meat products and by-products”. Incorporated in
1993, the co-op now has over 400 members, all of whom are
bison ranchers in 18 states (USA) and 4 provinces (Canada) as
well as one member in Europe. In order to maintain equality
while raising capital, the co-op has created two shares:
membership stock which entitles each member to one vote, and
equity stock which permits and obligates the annual delivery of
one bison to the co-ops slaughterhouse facility. Members are
advised to purchase as many equity stocks as bison that will be
sent to the slaughterhouse.

Co-operatives by Design
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MEMBERSHIP AGREEMENT

Once you have incorporated, you will need to develop a membership
agreement that peoplewill sign when they become membersof your co-op.
Writing up aMember ship Agreement as part of your co-op incorporation
isnot only highly recommended but dso key tofuture planning, estateplanning
and dissolution. In British Columbia, if you don't have awritten agreement,
everythingissplit equaly ondissolution.

Fill-in-the-blank partnership agreement samples can be picked up at office
supply stores, Notary Public officesor downloaded off theInternet. These
can beagood guidefor devel oping amembership agreement. Make sure
you haveaCanadian version of the agreement.

Alongwiththeagreement, itisagoodideato createanew member orientation
kit that may include:

«  Missongaement and guiding principles.
» Busnessidea.

« Support for the project so far, such asorganisationsthat liketheidea,
any grants, individua sthat say they will help later.

Short history, such asminutesfromthefirst meetings.
*  Wheretofind old minutes.

« How the co-op runs meetings and records minutes.

« How the co-op makesdecisions.

« Exigingpalicy.

Thisisespecialy important for new members. Founding membershavethe
advantage of having participated in the discussions and research while
devel oping the co-op. It isimportant that new memberslearn asmuch as
they can about the history and status of the co-op so they have abetter idea
of what the co-opisall about. Thismay also save the founding members
from having to debateissuesthat have aready been discussed.

First Edition
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OTHER LEGAL MATTERS

Inadditiontoincorporating your co-opwiththe provinceof British Columbia,
your co-op may be subject to other businessrulesand regulations, such as
regulationsaround taxes or Workers Compensation Board requirements.
All levelsof government havetheir own respons bilitiesand rules. Some
overlap and some contradict but usually onelevel of government doesnot
careabout therulesof other levelsof government. For example, your co-
opwill need abusinesslicenseto operateinatownor city; that’samunicipa
responsibility. You can get thelicense, whether or not you haveregistered
for GST; that’ safederal responsihility.

You canlearnmoreabout bus nessrulesand regul ationsfrom your accountant
or theBC Ministry of Competition, Science and Enterprise. The One-
Sop Busi ness Registration (www.onestopbc.ca) isan excellent on-line
resourcefor registering your businessif you plan on having staff. Usingthe
registry, you can apply for incorporation, register as a vendor for the
purposesof the BC sdlestax, register asan employer with WCB, apply for
abus ness number account with Canada Customs and Revenue Agency
and apply for municipa businesslicences.

Co-operatives by Design
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REVIEW OF MODULE 7

Inthis section wehave covered thefollowing:

Why and when you should incorporate your co-operative.
Reserving anamefor your co-op.

How to Incorporate, what documentsyou will haveto submit, and
what isincluded in those documents.

Anoverview of co-operative governance, including therolesof the
board, committees, management and staff or workers.

Developing amembership agreement.
Legdly registeringyour business.

End Notes

1

Cowichan Community Economic Development Cooperative. Our
Story: acase study of devel oping acooperativefrom thelocation of
living with adisability. Written by Pat Rasmussen.
http://mww.cowichanco-op.comvindex.htm

East End Food Co-operative: acase study. (2001) Researched
and written by Nicole Chaland. http://web.uvic.calbcics
casestudiesndex.htm

Asin2.
The Good Food Box. Pamphlet. (2002)

Incorporating a Cooperative Association in British Columbia.
(2001) Government of BC. Availableinternet: http:/
www.fin.gov.bc.calregistries/corppg/forms/guide. pdf

Or phonethe Soci ety/CooperativeAssociation Unit at
250.356.8673. If you arecalling from the Greater Vancouver area,
you candirect dia thefreelineat 604.775.1046.

Or vigit the Society/Cooperative Association Unit at:
2ndfloor, 940 Blanshard Street, Victoria, BC

Or write the Soci ety/Cooperative Association Unit at:
PO Box 9431, Stn Prov Govt, Victoria, BC VBW 9V 3
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10.
11.

12.

13.

14.

AlmaMater Society Bicycle Co-operative. Rescarched by AMSBIke
Co-op membersand Kari Hewitt. Written by K.Hewitt. (2002) http:/
Iweb.uvic.calbcics/casestudiesindex.htm.

Growing Circle Co-operative: acase study. (2002) Researched and
written by Kathy Dryden with assistance from Jana Thomas. http://
web.uvic.calbcics/casestudiesindex.htm.

Seefor example: South Peace Feeders Co-operative and South Peace
Bred Heifers Co-operative: a case study. (2002) Researched and
written by Nicole Chaland. Also: Central Interior Feeders Co-
operative Association: a case study. (2002) Researched by Gabe
Haythornthwaite and AndreaZacharuk. Written by A. Zacharuk, G.
Haythornthwaite, K. Gabelmann. Bothavailableat: http://web.uvic.cal
bci cs/casestudiesindex.htm

Kootenay Country Store Co-operative: a case study. (2002)
Researched by Colleen Shepherd and Kristen Sinats. Written by
Colleen Shepherd and Andrea Zacharuk. http://web.uvic.calbcicy/
casestudiesndex.htm

Asin2.

Adapted fromp. 74, in Organising Fishery Co-operativesin British
Columbia: AHandbook. (2001) Researched and written by Aaron
Welch. Victoria: Environmental Law Centre & BC Institutefor Co-
operative Studies, University of Victoria. http://web.uvic.ca/lbcicy
research/fishery/fishery-handbook.html

Starting aWorker Co-operative: An Introduction. (1985) The Worker
Ownership Development Foundation. Canadian Co-operative
Association.

Adapted fromp. 45, in Organising Fishery Co-operativesin British
Columbia: AHandbook. (2001) Researched and written by Aaron
Welch. Victoria: Environmental Law Centre & BC Institutefor Co-
operative Studies, University of Victoria. http://web.uvic.ca/lbcicy
research/fishery/fishery-handbook.html.

North American Bison Cooperative. www.nabi Ssoncoop.com
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MAKING YOUR START-UP CASH LAST LONGER

he best way to ensure your co-op has enough cash to last through the
start-up isto find waysto reducetheinitial or start-up costs.

Leasing

Consider leasing, rather than buying, the equipment you need. You can

lease persona computerswith the software or technology that give small

start-up businesses computing power that was undreamed of evenfive

years ago. For example, cash registers that provide state-of-the-art

technology for aretail outlet can beleased. “\Waterfront started with a
group of people getting

Whenyou lease, you arelesslikely to be stuck with old equipment, and  incorporated as a co-op,

youwill probably find it iseasier to arrangeto leaseequipment thanitisto  demanding a lease for

get aloantobuy it outright. Onthedownside, leasinglocksyouinforthe  their living space and

full term of theleaseand it isusually moreexpensiveover thelongterm ~ SOcking away $5 a month
than buying theasset. each until they had enough
money for a down

. . ey . . . . t.” 1
Beforeentering into alease, itiswiseto review the characteristics of the paymen

typeof leaseyou aresigning. Make sureyou comparethefinancia cost of
leasing versusbuying.

L easing reducesthe amount of up-front capital needed and, dependingon
how ownership transfersat the end of thelease, the paymentsmay befully
deductibleasabusinessexpense.

Most new businessesfind it difficult to obtain supplieson credit until they
build up atrack record of payment on delivery (cashondelivery (COD)
payment). Make sureyou ask for credit or better credit termsafter you
have provenyou are ableto pay consistently ontime. If your supplierisa
co-op, itismorelikely to giveyou acredit break to help you get started.
However, keep in mind that credit may be collected at any time.

Barter

Barter involvestrading something you havefor something you want. For
example, asmall community newspaper could barter with an office supply
company for equipment so it receives $10,000 in office equipment in
exchangefor $10,000 of advertising for the company. Canada Customs
and Revenue Agency will want to know about the transaction, and will
require that you record the fair market value for both ends of the
transaction.(Check with Canada Customsand Revenue Agency or your
accountant.)
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Landlord

Rent isavery large fixed cost. Could the business space be arranged
differently at the start?For example, could you arrangeasubl et arrangement
with alarger company that has some spare space? Another option may be
to share space with other co-ops or community businesses, perhapseven
working with building or housing co-ops in a residential/commercial
development project.

If your start-up includesrental of office or retail space, you may wishto
gpproach thelandlord with aproposa to put off theinitia threeto six months
of rent. Thelandlord may aso be prepared to put off all or part of the costs
for renovations (leasehold improvements) to make the rental space
appropriatefor your use. You will pay eventualy, but thiswill reduce costs
at atimewhen you need the cash most. Make surethat you have asigned
agreement for any such arrangements.

Up-front payment

Depending on your business, you may be ableto ask customersto pay in
advancefor aproduct or service. Thiskind of option should beexploredin
your market research.

Kick backs

The CRS Workers Co-operative began in 1972 as a resource
group to help establish co-op businesses. The early co-op
members accessed federal grant funding for wages on projects
of the co-op. In order to build up the capital of the co-op, early
organizers who viewed the grants as common property of the
‘movement’, and who were themselves committed to minimal
consumption, ‘kicked back’ up to 50% of their own wages to the
co-op.?

Co-operatives by Design
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EQUITY FINANCING

Member Financing

Theredlity isthat agood percentage of thefunding for the start-up stage of
aventure comes out of the pocket of the membersand often from their
family or relatives. There sagood possibility that you and the other members
of the co-op will need to put up at least 30 per cent of thefundsyou need
fromyour own pocketsor from friendsand rel atives.

Oneof your reasonsfor starting aco-op isto sharetheseinitial costs of
start-up. If you arethinking about approaching acredit union or bank for a
loan, and/or agovernment program for agrant, they will definitely look at
how much your groupiscontributing asademonstration of your confidence
and commitment to your idea. If you are going to get investment inthe co-
op from non-members, they also will want to seethat the membershave
madeasignificant contribution.

Insome cases, that contribution may bein theform of in-kind contributions,
or fund-raisng done by themembers. Fundraising may dsoincludeapplying
for specid government or privategrants. Someresourcesfor finding grants
arelisted at the back of thisguidebook.

Inany case, you need to proveto alender and/or investor that you havea
real stake and recognizableinterest in thebusinessand will not just walk
away fromitif thingsaren’'t goingwell.

Membership Shares

Shares are the basic source of starting capital for aco-op. Every co-op
member must buy amembership share, which givesthe holder aright to
usethe servicesof the co-op, to elect the board of directors, and to make
decisionsabout thedistribution of profitsand lossesaccording to therules
of the co-operative.

The co-op often doesnot pay afinancia return on membership shares, and
must have rulesto outline how members can redeem their membership
share(s) when they leave the co-op. Often members can only sell their
membership sharesto members or to people approved for membership
under the co-op’sRules. Thisisparticularly important when the cost of
sharesishigh and the co-op isdependant on acertain number of members,
such asasmall worker co-op.

First Edition Co-operatives by Design 3
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Fundraising on Horseback

The Dawson Creek Co-operative Unions began in 1921 on
horseback. After submitting their incorporation documents and
“without waiting to hear back from the Registrar’s office,
members initiated an aggressive share selling campaign. On
foot or with a team of horses, the founders went to farms in the
surrounding communities selling shares to the co-op.” The
results of this campaign was a grand total of $875. This money
was turned over to Mr. Cusack who “then set off in a wagon to
the nearest wholesaler in Grande Prairie. “The money did not
buy too much”, states Mr. Ravelli, “but it was a start.”

The cost of shares vary significantly from co-op to co-op: ashareina
consumer co-op or credit union may beonly $5; asharein acar share co-
op may be $500, whileasharein awoodworkers co-op may bemorelike
$5000.

Investment Shares

New business ownersor entrepreneurs often obtain equity financing by
sdling off sharesof their company toindividual or corporateinvestors, who
hopeto beableto sell their shareslater for aprofit.

Until very recently, co-opswere unableto get equity financing from any
source other than their own members. The most recent Cooperative
Association Act gives co-opsthe option of creating classes of investment
sharesthat can be purchased by members or non-members. So now co-
opsmay havetwo typesof shares. membership and investment.

Investment sharesare piecesof ownership and valueinthe co-op, just like
shares in a company. However, the difference between co-ops and
companiesisthat when co-opslook for equity financing, they do not want
their investors (or non-members), tointerferewith the democratic structure
of the co-op—whichisonemember, onevote.

Investor shareholdershavetheright to vote asagroup on certainissues, for
example, their “ precedence’ (or place) intheline-up of creditorsshouldthe
C0o-0p go out of business, or changing the value of their shares. When
investorsvoteasagroup, they vote according to the number of sharesthey
hold.

If you decideto sell sharesin your co-op to non-members (investment
shares) you will want to be sure that non-member shareholdersunderstand

Co-operatives by Design
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the objectives of the co-op and are not seeking aquick routeto millionaire
status! Also, you will want long-term investment. It may bethat thisisthe
rolefriendsand relatives could play inthe co-op. If you are pursuing the
option of investor shares, it isstrongly recommended that youwork witha
professona whoisfamiliar with theregul ationsto ensureyou arecomplying
with your co-op’sown rules, with the Cooper ative Association Act and
the SecuritiesAct.

Investorswant to hel pincreasethe value of the co-op and earnareturnon
their investment, but they understand they could losetheir money since
thereisno collateral or security to back up their investment. Lenders, on
the other hand, expect to get their principal back plusinterest, and want to
reducetheir risk by securing theloan with collateral or persond guarantees.

Money from relativesand friends

Treat investmentsor loansfromrelatives, friends, and family thesameway
you would treat money secured from aconventional source.

Show themyour financid plan, and make surethey understand the risks—
evenif they ingst thisisnot necessary. Alwaysdraw up forma documents
(youwill need them for the co-op anyway) and keep them informed of the
busi ness progress, both good news and bad.

Entrepreneurs

Do not be shy about inviting successful businessesor individualsinyour
community toinvest inyour co-op. Federa statisticsshow thereisalarge
pool of investment money available through entrepreneurs who are
enthusi astic about beinginvolved in the devel opment of new ventures.

Investment Shares

The Kootenay Bakery Café Cooperative became the first in BC
to take advantage of the investment shares class in the new Co-
operative Act. ‘These “redeemable preferred investment shares”
are available in $1000.00 increments and are a means for
outside investment in the co-op for the purpose of providing
further capitalization of the venture” The bakery marketed the
shares as a way for Nelson residents to invest in a local
business that supports local produce growers and suppliers.
This move was extremely successful and far surpassed the
expectations of the founding members.*

First Edition Co-operatives by Design 5
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DEBT FINANCING

Line of Credit:
Arrangement whereby a
lender agrees to lend up
to a specific amount of
money during a specific
period, usually one year. A
commitment fee is
sometimes imposed on
the borrower. A second
type of line of credit is
called revolving.
Revolving line of credit
usually requires collateral,
has a loan duration over a
year, and is available only
to established
companies.

How Debt Financing Occurs

Debt financing can occur intwo mainway's.
1. Anoperating lineof credit or
2. Atermloan.

Operating Line of Credit

| dedlly, your accounts payabl e (your businesshills) and accountsreceivable
(what customers owe the co-op) would match perfectly. Or even better,
cash would exceed the accounts payable. Theamount of money you spend
fulfilling acustomer’sorder or completing aproject would be duethe same
day your customer paysyoufor theorder or the project. Thisdoesn't happen
however, so you may requirewhat iscalled an operating line of credit.

Theoperatinglineof creditissmilar toacredit card inthemanner inwhich
itworks. An operating lineof creditisintended for day-to-day expenses
such asinventory carrying cost and payroll. Thebusinessdrawsontheline
of credit asrequired and interest ischarged on the outstanding balance. The
interest ratefloats, which meansit goesup and downwiththeprimerate. A
businesscandraw onitslineof credit uptoapre-set limit.

For example, aco-op witha$10,000 lineof credit can have up to $10,000
incredit outstanding at any giventime. Thelineof creditisusualy secured
by receivablesand/or inventory. If you don’t have collatera it may behard
toget alineof credit at first. Thelender will want to see some operating
history. You should a so keep in mind that thelender can cancel aline of
credit for any number of reasons, with limited noticeto the borrower, such
as achangein banking policies or an unfavourable year-end financial
Satement.

Most operating linesof credit haveaborrowing baseformula, whichisthe
real limit on how much can be outstanding at any giventime. Thisformula
linkstheamount that can be used onthe operating line of credit tothevalue
of thecollateral used as security.

For example, say your businesshasa$10,000lineof credit, but aborrowing
baseformulaisattached tothelineof credit. The borrowing baseformulain
thiscase saysthat you can have an outstanding balance on the credit line of
no morethan 75 per cent of your accountsreceivablefor lessthan
90 days.
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Sointhisexample:

Thelineof credit = $10,000

Borrowing Base Formula= Credit limited to 75% of collateral
Collatera = Accountsreceivablelessthan 90 days

Term Loans

A termloanismore secure aslong asthe borrower makes paymentsin
time. A termloan occurswhen theentire principal of aloanisborrowed
by thebusinessinalump sum. Theloanispaid back ininstalmentsover
time according to apre-determined schedul e. Paymentsare amixture of
interest and principal.

For example, a$10,000 term |oan meansyou get $10,000 cash from the
bank on Day 1, then you must pay it back ininstalmentsover timewith
interest. Lending ingtitutions also charge feesfor borrowing sothereare
additional costs. Theinterest rateisusually fixed at thetimetheloanis
made. Theloanisrepayableover fiveto 10 years, depending on thetype
of asset purchased.

Each payment of the principal further reducesthe baance of the principal
remaining to bepaid. Theinterest ratemay remain constant for theduration
(term) of theloan. However, sincetheinterest is calculated only on the
remainder of theprincipa outstanding, theinterest portion of therepayment
will bereduced by each successive payment of aportion of theprincipal.

Term loans are used to purchase business assets such as equipment,
computer systems, trucks, and buildings. Thetermloanissecured partialy
by the asset that ispurchased itself (up to approximately 75 per cent of the
loan may be secured in thismanner, depending on thetype of asset). The
remainder of theloanisusually secured by other business assets of the
venture, or, ascould belikely in astart-up situation, the major personal
assets of themembers(e.g., house, cottage, vehicle).

Sincetheterm of theloanisfixed, and hard assets act as collateral onthe

loan, theinterest rateisusually lessthan that charged on an operating line of
credit.

First Edition Co-operatives by Design 7
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Comparison of Debt and Equity Financing

Advantages to Co-op Disadvantages Realistic

Sources for
Start-ups
Equity | - No mandatory - Dilutes the co-op’s | - Members

payments from cash share of the value - Relatives and

flow (no dividends or and ownership of friends

interest on common the business venture | - Entrepreneurs

shares) if non-members hold | - Co-op funds

shares

- Co-op may need
to issue shares that
pay dividends to
attract investors

Co-operatives by Design

Module 8: Getting Going

Debt | - Co-op preserves - Regular, - Banks, credit

ownership and control - | mandatory, cash unions
doesn’t involve issuing | payments - Relatives and
shares of the venture - Potential loss of friends
to an investor any collateral put up | - Government
- Interest paid on debt | to secure the loan lending
is tax-deductible - With lines of credit, | programs

may be cancelled at

any time.
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CREDIT UNIONS AND BANKS

Credit unionsand banksusualy usethefollowing to evaluateal oan request:

1. Collateral meanstheassetsthat can beused to obtain cashintheevent
of aloan default. Businessloansare usually secured by assetssuch as
company cars, accountsreceivable and equipment. Since astart-up
businessgenerally hasfew assets, your co-op directorsmay be asked
to provide persona collateral or to co-sign theloan agreement.

2. Character isusudly linkedtoanindividud’scredit history. Your business
plan should describe the skills and experience of membersand also
include letters of support or references. If lenders are confident the
memberswho will operate the co-op bring credible experience, they
may fedl therisk islower and offer abetter interest rate.

3. Credit history isderived from credit reports sold by credit bureaus.
You can check your individual credit rating by contacting Equifax at 1-
800-465-7166.

4. Capital relatesto how much membersareinvesting in the business.
Few gart-upswill get 100 per cent of themoney they requirefrom debt
financing, most need to show they can raise 25 to 30 per cent of their
dart-up cods. Theratio of debt financing to equity financinginabusiness
start-upisitsdebt-to-equity ratio. If you can increase your equity, your
lender faceslessrisk, which may reduceyour interest rate. Use every
asset availableto your co-op, including tools, inventory, materials,
equipment, furnitureand cars, asequity.

5. Capacity involvesan analysisof whether you can pay back theloan.
Thisrequiresabusinessplan or at aminimumaset of proformafinancia
satementswith well-devel oped assumptions. If your cash flow forecast
shows that you have sufficient cash available to make regular loan

payments, you have capacity.

Some lenders put more emphasis on some of thesethingsthan others, so
you may want to ask apotential lender for acopy of their loan evaluation
criteriasoyou cantailor your application. Most lendersemphasize collatera
to theexclusion of the other 4. However, al areimportant.

First Edition
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In-kind Fundraising

When they first opened, the CCEC Credit Union did not pay
interest on deposits and loans were available to community
groups at below-market rates of interest. As a co-operative
solution, groups receiving loans from the credit union offered
depositors lower-cost goods and services in exchange for the
lower rates. Depositors enjoyed lower cost goods and services
from the groups rather than benefitting directly through interest
payments.®

Debt Financing Proposal

Whilethetext of abusinessplanisstill important, thefinancial part of the
document isemphasized by apro-formafinancial statement (seeModule
5). Inyour plan, thefollowing should be highlighted:

« Thespecifictypeof |oan and term (length) of theloan being requested.
«  What theloanwill beused to purchase.

« Members equity inthebusiness, and investmentsby friends, relatives
or others.

» Cashflow forecasts.

+ A persona net worth statement with assetsand debtsif any of you are
providing apersonal guarantee.

+ Copiesof lettersof intent, commitmentsand potential inventory
orders.

« Photocopiesof your insurancepolicies, any relevant legal contracts
(for example, astart-up retailer would bring acopy of any leasethey
have committed to) and appraisalsof any fixed assetsto beinvolvedin
thefinancing.

You'll dready havealot of thisinformation becauseyou will have completed
adetailed businessplan.

10 Co-operatives by Design First Edition
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Tips On Financing

| dentify what each sourceyou intend to approach wants (interest rate,
term of loan); seeif you can accept their conditions.

Expect financing to beatime consuming task that could takeayear to
complete.

Every financing arrangement you enter into should be reviewed by
your lawyer and should be professionally documented.

Expect toreviseyour businessplan over and over againinresponseto
feedback from financing sources.

Ask for moremoney than you think you’ Il need; most new businesses
underestimatewhat they need.

Raising money for anew businessislike baking alayer cake. You
likely will be combining multiple sourcesto make up your start-up

finanang.

Thefollowing tableisnot required for the businessplan, but it showsthat
you know your busi nessrequirements. Lendersand investorswill want to
seewhereyour financing will comefrom. If you aregpplying for aloan, the
lender will likely haveasimilar form.

Funding Sources

Cash Contribution

Non-cash Contribution
(In-Kind)

Members of the co-op

Family/Friends

Banks

Credit Union

Government Programs

Community Futures

Small Business Loans

Equity Capital Program

Other

Other

Total Contributions

$
$
$
$
$
$
$
$
$
$
$

First Edition
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PUTTING YOUR PLAN INTO ACTION

Onceyou haveyour financing, it stimeto put your businessplaninto action.
By this point you should have all of the members, board members,
management and staff you need to runyour business. If thisisnot thecase,
you will need to recruit members and board membersand hire staff and
management.

Hiring

In your operations plan, you should have devel oped job descriptionsfor
each of the positionsyou need to run the business. Thejob descriptionis
extremely important to have beforeyou hireanyone, becauseit canbevery
chalenging to create oneonce someoneisaready hired. Thejob description
shouldincludethefollowinginformetion:

Position
Nameor title of the Position

Job Summary
A short summary of thejob, including the purpose of the position and the
maintasksor respongbilities.

Supervisor

I nclude the name of the position by whom the employeewill be supervised
by or answerableto, if applicable. For example, if the positionismanager,
their supervisor could be the president of the co-op, as directed by the
board of directorsand the personnel committee.

Hours
Number of hours of work per week, exact daysand times, aswell asany
extrahours expected, such asto attend board meetings.

Wage
Amount per hour, or per monthif itisasalaried position

Benefits
Any benefits, such asextended health insurance or dental.

Quialifications
Any qudificationsexpected of theempl oyee, such aseducation, certification,
training, experience, persona qualities, etc.

Duties
Clearly outlinedl of theresponsihilitiesand tasksexpected of theemployee.

Co-operatives by Design
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Thejob descriptionisused asaguiddinefor the board, management and
employees and isalso used to advertise for an employee. A shortened
version may be posted with Human Resources Canada, alocal job search
office, or at acommunity centre, school, or other public space. You may
decideto advertisethepositionintheclassified adsof thelocal paper.

Beforeyou hireanyone, you should also preparea*“terms of employment”
form. Thisisthewritten contract between the co-op and the employeeand
should beattached to thejob description. Thefollowingisan outlinefor the
“Termsof Employment”. Thisexampleisnot alega document. You should
haveyour lawyer ook over your termsof employment.

SAMPLE TERMS OF EMPLOYMENT:

Further to our discussion of , 2001, we are
pleased to confirm our offer of employment and your
acceptance on the terms of employment as outlined both in the
Personnel Policy Manual (see page 15), the Job Description and
in the terms below.

Employee: (name)

Start date:

Probation period: (if applicable) 3 months

You acknowledge that the Co-opis at liberty during the
initial 90 day probationary period of employment to assess your
ability to perform the attached duties of (name of position).
During this period of probation, and/ or pending the 3 month
evaluation, the Co-op may terminate your employment
for any reason.

Termination:

Employment agreed to in this contract may be terminated in the
following manner in the specified circumstances: (outline your
policy regarding termination of the position and entitlement to

pay.)

1. By you, on the giving of two weeks natice to the Co-
op
2. Bythe Co-op, on your receival of a written notice. If
First Edition Co-operatives by Design
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during that time, you obtain other employment, the
Co-op’s obligations to you will cease from the
date other employment was obtained.
3. Breaching a written job review contract within the specified
time frame.

After six months of employment, you are entitled to two weeks
written notice of termination, or two weeks pay in lieu of this
notice. After three years of employment, you are entitled to three
weeks written notice or three weeks pay in lieu of the written
notice.

Interrelationships:

This describes who the employee reports to, takes directions
from and who they are responsible to supervise or work with.
This may also include the employees relationship with
volunteers, members, contractors or other temporary staff
people.

Employee/ Employer Evaluation:
3 month evaluation: , 20

1 year evaluation: , 20
Further evaluations will take place yearly.

All employees of the Co-op agree to abide by the current
and future mandate, goals and policies of the Co-op as
determined by the board of directors and members of the

Co-op. The Co-op board of directors has the
right to reduce or expand on the duties outlined in the job
description depending on future staffing priorities.

Signature of employee:

Signatures of the Co-op Directors:
President Vice-President
Date:
Co-operatives by Design First Edition
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Personnel Policy Manual

A personnd policy manual issimply acompilation of al of your co-op’s
policiesregarding staff and/ or workers. Whether or not your employees/
workersaremembersor non-members, policiesmust bein placeregarding
employee or worker rights and responsibilities, the co-op’srightsand
respongbilities, hoursof work and overtime, training, disciplineand dismissl,
grievance procedures, eva uations, holiday and vacation time and benefits.

To begin, you may find another co-op with asimilar employment and
governance structureto yoursthat would allow you to usetheir personal
policy asatemplate. The provincia ministry responsiblefor ensuring
employment standards may a so provideguidelinesfor personne policies.

Finding Co-op Members

Many co-ops prepare asall sheet (seemodule 2), aone-pagelist of al the
benefits of their product/service and the co-op structure. Thisprovidesa
quick reference when you are doing your market survey (see Module 2),
and may aso beleft with survey participantsto study at their leisure. The
sell sheet also helpsto solidify the current members understanding and
presentation of the co-op.

If you kept alist of potential membersduring your market research, now
it'stimetoinvitethese peopleto apublicinformation meeting or membership
orientation session. Provide participantswith information on your proposed
co-op, and ask for feedback on your ideas. Make your gatherings fun.
You may even organize acelebration or music event.

Don’'t misscel ebrating your grand opening! Thisisachanceto celebrateall
of thosewho madethe co-op happen, and to get the community interested
inyour co-op.

Maintaining Your Co-op

The devel opment of aco-op doesnot end after thegrand opening. Itisan
ongoing processof challenges, learning and growth. A healthy co-op will
keep itsmembersinformed and activein decisonmaking. Thisisrarely an
easy task. If the co-op expands, the challenge of maintaining member
participationwill increase,

New co-ops often experience ashift in thefirst couple of years, asthe
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movement and excitement of getting aco-op started becomesthe daily
challenge of keeping the co-op running. Sometimes members of the core
group find their interest was morein the devel opment processand not the
day-to-day activities, and other membersnot asactivein the development
process may find anew place on the board that i srunning the co-op.

Tomakethistrangtion easer, themembers, especidly the coregroup, needs
to beflexible, accepting that changeisnormal, not holding ontoo tightly to
their origindly objectives, and preparing for changethrough strategic planning
(seeModule 1) and ongoing evaluations.

Annual General Meeting

If you areanincorporated co-op, you arerequired to hold an Annua Genera
Meeting (AGM) every year within four monthsof your co-op’sfisca year
end. Semi-annual general meetings and general meetings should also be
held to keep membersinvolved in decision making. At the AGM and at
generd meetings, thecommitteesand directorsmake reportsto themembers
about thefinancia statusof the co-op and any important information that
the members need to make informed decisionson policy, goasor other
important issues. TheAGM also when the members elect the directors.
Your ruleswill outline how elections must take place and other details
regarding conduct at general meetings (seeModule7).

The Annual General Meeting

Getting members out to an AGM can sometimes be a
challenging task, especially for older established co-ops with
large memberships. The Nechacko Valley Credit Union
sometime holds a special event around their AGM to attract
more people. “For their 50" anniversary Annual General Meeting
the Credit Union brought in a local doctor...who made a slide
presentation of his trip to Mount Everest. There was a lot of
interest in the community and they were able to pack the hall for
the event.”
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FULFILLING YOUR CO-OP PRINCIPLES

A number of the co-op principles should already be built into your co-
operative' slegal structure: voluntary and open membership, democratic
member control, economic participation of members; and autonomy and
independence. Other principles, however, may not be, and will require
specia effortsto makethem happen.

Member education

Oneof thekeysto asuccessful co-opismembership education. Education
allows membersto acquirethe skillsthey need to runthebusinessand to
work together co-operatively. Education is aso a way in which co-
operatives can helpto empower membersintheir daily lives, and toinclude
adiversity of people, despitetheir qudifications. Education doesnot stop
at the planning stage and it should always be given morethan atoken
amount of attention.

Hereareafew suggestions:

+ Organise one-on-onetraining, skillsdevel opment workshopsor
COUrSes.

« Attend conferences and trade shows (for co-opsor your industry).

« Createasmall member library with educational materialson co-ops
and your industry, an owner’smanual, and adirectory of contactsand
other co-ops.

« Organiseamember tour of Smilar businessesor co-ops.
« Bringinfacilitatorsto hold|eadership devel opment workshops.

« Participateinor start an emall discussion group. Thesearegreat
spacesfor sharing stories, problemsand solutionswith other co-
operatorsor peopleinyour industry.

Community Education

Radio programs at Kootenay Co-op Radio are run by
community members who join the co-op by paying a $40
membership fee. One of the priviledges of membership is the
access to training programmes. The training programmes
include: station orientation; on-air performance; how to operate
the sound board; program structure, pacing and flow; pre-
recording studio; field recording; and interviewing skills. The
station also has a program in place to monitor new programs for
quality, content, and the programmer’s technical skill. The
training programs help to make radio programming accessible
to a diversity of community voices.”

Raising Awareness:
The Growing Circle Food
Co-operative hopes to
raise awareness of food
issues, encourage more
people to grow their own
food, and increase its
membership through
ongoing educational
activities. This multi-
stakeholder organic food
co-op holds local food
fairs with guest speakers,
workshops, discussions,
and recipe exchanges as
well as producing a
community newsletter with
information about food
issues.®
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UmbrellaOrgani sationsand Federations

Make sureyou takethetimeto orient to co-op members. The membership
orientation kit (see Module 7) should be part of this. Thisisespecially
important in co-opswith ahigh member turnover (such asin student co-
ops) wherethelossof organizational memory couldredly affect thesuccess
of the co-op. Remember that the empowerment of membersisfundamental
to making good organisational decisions.

Extending Co-operation

Thelast two co-operative principlestakethe ability of anindividual co-op
to meet the common needs of membersand extendsit to other co-opsand
thelarger community. Co-opsmay do this by working together with other
co-operativesat thelocal, regional, national or international level. The
following informationisfrom the Canadian Co-operative A ssociation of
BC:

Primary Co-ops
A co-op that does business or provides services directly to individual
memberswithinaloca community iscalled aprimary or first-tier co-op.

Third Tier Co-ops

Second Tier Co-ops

Primary Co-ops

Local Co-ops

Federation of Local Co-ops

Co-operatives by Design
Module 8: Getting Going

First Edition
BCICS Copyright 2002



Second Tier Co-ops

A number of primary co-opswill oftenjoin together to start afederation or
an association. Thesegroupingsare called second-tier co-ops. For example,
many retail co-opsfrom across BC arejoined together through Federated
Co-operatives. Secondtier federationsoffer awiderangeof shared services
totheir members.

Third Tier Co-ops

In turn, anumber of federations may jointogether to form third-tier co-
ops. Third-tier co-op organizationsmay represent dl kindsof co-operative
federationsand associations. They often provide sector-wide servicesto
their membersand to the co-op movement generally. The Canadian Co-
operative Association (CCA) isathirdtier organization.

Internationally

Co-operativesand credit unionsarelinked by organi zationswhich represent
the sametype of co-operative throughout theworld (an exampleisthe
World Council of Credit Unions). Thereisa soaninternationa organization
that representsall kindsof co-opsfromall aroundtheworld. Itiscaled the
International Co-operative Alliance (ICA), and is the largest non-
governmenta organizationintheworld.

Here are some other waysin which co-opsreach out to other co-opsand
thecommunity ingenerd:

« Mutual support for other co-operatives.
 Loanfundsfor new co-opsor community economic devel opment.
«  Sharing resourceswith other co-opsand the community.

 Consulting other co-opsintheir devel opment stage, sharing your new
experience.

 Promotion of co-operativesthrough co-operative marketing.

« Fostering new co-opsto meet other social and economic needsin
your community.

« Offering grants, scholarshipsor bursariesto co-op members, their
family or thecommunity ingeneral.

« Stayinginvolvedincommunity eventsand/ or Sponsoring community
events.

«  Gettinginvolvedin Community Economic Devel opment efforts, such
asfacilitating aworkshop on starting aco-op business.

 Sharing resources and space.

Co-ops Helping Co-ops:
The Harrop Proctor
Community Co-op has not
limited its activities to the
business of the co-op.
Members have also been
active in reaching out to
other communities and
sharing their model for
community-based forestry.
The board of the Harrop-
Proctor co-op has given
presentations in several
communities in BC and in
Russia and continue to get
calls from communities
interested and eager to
learn about the Harrop-
Proctor community co-op
model.®
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REVIEW OF MODULE 8

Inthis section wehave covered thefollowing:

« How tomakeyour start-up cash last longer through leasing, bartering
or other means.

 Financing your co-operative through equity and how to acquireequity
inaco-op.

« Debt financing or financing your co-op through loansand lines of
credit.

« How toapply for loansfrom abank or credit union.
« Hiring employeesand recruiting new members.
« Maintainingyour co-op over thelong term.

« Fulfilling the principlesof educaction, co-operation among co-
operativesand support for community.

BuildingaNew Kind of Society

“Thegreat objective of co-operatives should beto build community,
createvillages, many hundredsof them, withinthelarger urban setting.
Around many economic and social needs, co-operative organizations
can be formed which will have the combined effect of creating
community. Co-operativesof al kindswill havetheeffect of turninga
neighbourhood inward to discover its own resources and start the
servicesrequired. Theco-operativeidea, of self-help, sharing common
interests and needs can bethe socia adhesive holding an urban area
together and transforming it into community.” 1
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Waterfront Consumers Co-op: acase study. (2002) Researched and
written by Nicole Chaland. http://web.uvic.ca/bcics/
casestudiesndex.htm

East End Food Co-operative: acase study. (2002) Researched and
written by Nicole Chaland. http://web.uvic.ca/bcics/
casegtudiesindex.htm

Dawson Co-operative Union: acase study. (2002) Researched by
Nicole Chaland and Laura §jolie. Written by N. Chaland. http://
web.uvic.ca/bcics/casestudiesindex.htm  See also the Calverly
Collection: http://www.calverley.dawson-creek.bc.ca/Part05-
Dawson%20Creek/5-014.html

Kootenay Bakery Café Cooperative: a case study. (2002)
Researched by Colleen Shepherd. Written by BCICS Editorial
Group. http://web.uvic.calbcics/casestudiesindex.htm

CCEC Credit Union: acase study. (2002) Researched and written
by Nicole Chaland and Jill Kelly. http://web.uvic.ca/bcics/
casestudiesndex.htm

Nechako Valley Credit Union: acase study. (2001) Researched and
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K ootenay Co-op Radio: acasestudy. (2002) Researched by Colleen
Shepherd and AndreaZacharuk. Written by AndreaZacharuk. http:/
Iweb.uvic.calbeics/casestudiesindex.htm

Growing Circle Co-operative: acase study. (2002) Researched and
written by Kathy Dryden with assistance from Jana Thomas. http://
web.uvic.calbcics/casestudies ndex.htm

Harrop Proctor Community Co-op: acasestudy. (2002) Researched
by Colleen Shepherd and AndreaZacharuk. Written by C. Shepherd
and K. Gabelmann. http://web.uvic.calbcics/casestudiesindex.htm

Co-operatives in the Year 2000. (1980) A.F. Laidlaw. Ottawa:
Co-operative Union of Canada, p. 68.
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APPENDIX A: Starting a Small Business

General Information and Resources for Starting a Small Business

Canada Business Service Centres

This excellent website contains awide array of information on starting a small businessin Canada. Services
include information guides, government services and programs, and interactive toolsfor starting abusiness.
You can also link to business services information in each province or territory (for BC, see below).
Information isprovided in English or French, and in the case of theterritory of Inuvik, informationisalso
availablein Inuktitut and Inuinnagtun. For moreinformation see: http://www.cbsc.org

Canada-British Columbia Small Business Service Centre

The Canada-British Columbia Business Service Centre is acomprehensive orientation service to information
on all business-related topics pertinent to entrepreneurs, small businesses and start-up companies. See:
http://www.smallbusinessbc.ca/ Go to the drop down menu on the upper right of the home page — it probably
says ‘popular requests . Choose Start-up Checklist and you will get a page with anumber of links. Thissite
also haslinks to a number of publications, which you can read on-line or download (PDF), however these
linksarenot so obvious. Start with: http://www.smallbusinessbc.ca/guides/index.html

OneStop Business Registration Service

The BC government has partnered with federal and municipal governments to make it easier to start a
businessin British Columbia. Thisservice can be used by: sole proprietorships, corporations, incorporated
societies, partnerships, co-operatives, and associations. The OneStop system allows you to complete many
of therequired legal documentsto get your co-operative going all at once at one of the designated computer
terminalsin BC. See: http://www.onestopbc.ca/bus_registration.htm

Canadian Executive Services Organization (CESO) (Information available in English and French)

In Canada CESO offers the expertise and skills of volunteer native and non-native eldersto First Nations,
Inuit and Métis businesses and communities. CESO volunteers provide support with business plans,
feasibility studies, and marketing strategies and offer training servicesin such things as budgeting, business
training and financial management. For more information see: http://www.ceso-saco.com/

Aboriginal Business Service Network (Information available in French and English)
Part of the Canada Business Service Centres, this site provides a number of links to information to both
specific and general information for Aboriginal businesses. See: http://www.cbsc.org/english/absn/

Canada Youth Business Foundation

This organisation provides support to youths (18 to 34 years) starting their own business. Resourcesinclude
mentoring programs, business publication and ayouth loan program (see bel ow: Information on sources of
financing). For moreinformation see: http://www.cybf.cal Thereisalso alink to another site called
YouthBusiness. If you like you can go directly to the site: http://www.youthbusiness.com/

Business Development Bank (Information available in English and French)

From the home page of this site go to pages that provide information about start-up, finding your niche,
mentorship, business plans, financing, and so on. See: http://www.bdc.ca There is also a page on conditions
required for creating successful workers' co-ops: http://www.bdc.ca/len/my_project/Projects/articles/
succes4.htm
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Women’s Enterprise Society of British Columbia

Thisnon-profit organisation helps women entrepreneurs to succeed in business. Servicesinclude financing,
free business counselling, busi ness-to-businesslinking, workshops and training opportunities, and resource
information and referral. For more information see: http://www.wes.bc.ca

Community Futures Development Association (CFDA)

CFDA represents 31 individual Community Future Development Corporations (CFDCs) located throughout
rural B.C. CFDCsfoster local entrepreneurship, promote, co-ordinate and implement a variety of
community development initiativeswithin their respective communities. CFDCsoffer avariety of
entrepreneurial programs, business counselling, loan programs and businessinformation to community
members interested in expanding or starting their own businesses. Community Futuresisafederal
government program. For moreinformation see: http://www.comunityfutures.ca

Information on employing people

Human Resour ces Management —that is, Information about Employing People! (Information available in
French and English)

The government of Canada offers this on-line service to small- to medium- sized businesses. National to
local in scope, thereis both government and non-government information that is meant to help you with the
many aspects of having employees. See: http://employers.gc.ca

Employed or Self Employed? (Information available in French and English)

This brochure, published by Canada Customs and Revenue Agency, outlines the differences between an
employee and a contractor for tax purposes. Available Internet: http://www.ccra-adrc.gc.calE/publ/ta/
rc4110ed/

Information on exporting your goods

ExportSource (Information available in English and French)

Team Canada Inc. (TCI) provides this online resource which offers information about exporting goods. TCI
isanetwork of more than 21 federal government departments and agencies working with provinces and
territories and other partners to help Canadian businesses succeed in world markets. See: http://
exportsource.gc.cal If you prefer to use the phone you can call itstoll-free: 1.888.811.1119

Strategis (Information availablein English and French)

Strategis, an on-line service of the federal government service, provides business and consumer information
to all Canadians without the constraints of time and geography. See: http://strategis.ic.gc.ca/ Follow the
linksto information about exports.

Information on finding sources of financing and financing assistance possibilities

Strategis (Information available in English and French)

Strategis, an on-line service of the federal government, provides business and consumer information to all
Canadians without the constraints of time and geography. See: http://strategis.ic.gc.ca/ Follow the linksto
get information about financing.

T:734.663.0889 F: 734.663.5072 E: info@nasco.coop
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Canada-British Columbia Small Business Service Centre

The Canada-British Columbia Business Service Centreis acomprehensive orientation service to information
on all business-related topics pertinent to entrepreneurs, small businesses and start-up companies. See:
http://www.smallbusinessbc.ca/ Go to the drop down menu on the upper right of the home page — it
probably says ‘ popular requests . Choose Financing and you will get a page with a number of links with
information about funding/financing possibilities. Also check out the document “Overview of Government
Financial Programs” at: http://www.smallbusi nessbc.ca/pdf/overview.pdf

Canada Youth Business Foundation — Information about |oan applications. (Information availablein
English and French)

This organisation’s website, specifically aimed at young people, aged 18 to 34 years, has a step-by-step
explanation of the application processfor loans. CY BF providesloansfor start-up costs of up to $15,000.
See: http://www.cybf.ca/en_|oan-application.html

Community Economic Development Technical Assistance (CEDTAP) (Information available in
English and French)

CEDTAP offers support to mature Community Economic Development (CED) organisations and to
Community Based Organisations (CBOs) emerging in the CED field. Eligible organisationsinclude co-
operatives, community development corporations, community loan funds and other non-profit organisations.
Support includes: technical assistance, community exchanges, target group initiatives (e.g., women, youth,
aboriginal people, new immigrants, disability groups), information and communi cation technol ogy, and tool
development. Each province hasits own list of assistance providers. For moreinformation see: http://
www.carleton.ca/cstier/cedtap/

Co-operators Development Fund (CDF)

The purpose of thisfund isto encourage the formation of self-sustaining co-operatives and co-operative
sectors that respond to the needs of Canadians for goods and services delivered co-operatively. For more
information see: www.cooperators.ca. On the left menu, click on In the Community, then on C.E.D. Fund,
and on C.D.F. Fund.

University Student Co-operative Housing Fund

Established by the Co-op Housing Federation (Canada) thisis a new fund that providesloansto assist with
the development of co-op housing for university students or to assist existing student co-opswith their
housing operations. Other co-ops may qualify for designated student units. Co-ops must be or become CHF
Canadamembersin order to qualify for loans or loan guarantees. For more information about the fund,
contact CHF Canada - 225 Metcalfe Street, Suite 311, Ottawa, ON, Canada K2P 1P9

T: 613.230.2201 Toll-Free: 1.800.465.2752 F:613.230.2231 E: info@chfc.ca

Or direct your inquiriesto: Mark Goldblatt at mgoldblatt@chfc.ca.

Kagawa Fund for Sudent Cooperative Development

The Kagawa Fund for Student Cooperative Development was created in 1989 to meet the need for
democratically-controlled, affordably-priced co-operative housing in campus communities across North
America. Begun asajoint initiative of the Campus Cooperative Development Corporation and the
Cooperative Development Foundation, the Fund worksin partnership with local groups and other lendersto
provide risk financing for the development of new co-ops. Note: you do not have to be aregistered student
to qualify. The notion of student hereis more about a person being open to life-long learning. For more
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information see: http://www.umich.edu/~nasco/main_kaga.html Or contact - NASCO Main Office, PO
Box 7715, Ann Arbor, Ml 48107 USA

Worker Co-op Fund (Information available in English and French)

The Worker Co-op Fund isa$1.5 million investment fund. Its purpose isto create new and to expand
existing worker-owned co-operatives in Canada. The Fund isapilot project funded by Human Resources
Development Canada (Federal Government). It is currently in the pilot project phase, which hasthe
objective to assess the viability of the creation of apermanent self-sustaining fund to support the

devel opment and expansion of worker co-op enterprisesin Canada. Funds will be used by the Canadian
Worker Co-op Federation (CWCF) to invest in worker co-ops across Canada judged by the Fund
Investment Committee to have the greatest potential for success. For more information see: http://
www.workercoop.ca. Scroll down the |eft page to find the link to the information. **Note: Be sure to
check out the “ Changes to the Fund” (April 2002).

Credit Union Central of British Columbia (CUC BC)

CUC BC worksto further credit union growth and strength through the provision of core financial and trade
association services. Members of local credit union boards have the opportunity to participatein CUC
decision-making. Somelocal credit unions support co-op development in their communities. The CUC BC
website provides alisting of credit unionsin BC. For moreinformation see: http://www.cucbc.com. Or
contact - 1441 Creekside Drive, Vancouver, BC V6J4S7

T:604.734.2511 F. 604.737.5055 E:info@cuchc.com

VanCity Capital Corporation

VanCity Capital isawholly owned subsidiary of VanCity Credit Union. It specialisesin providing
subordinated debt financing to small and medium sized BC businesses, non-profits and co-operatives. For
moreinformation see: http://www.vancitycapital.com/socia/multiple_roi.html Check the menu under Social
Enterprises. Or contact - VanCity Capital Corporation, 7" floor - 815 W. Hastings Street, Vancouver, BC
V6C 1B4

T:606.877.6565 F:604.871.5409

CCEC Credit Union — Share Purchase L oans

CCEC Credit Union, located in the Commercial Drive area of Vancouver, BC has been specialising in
financial servicesfor housing co-ops since 1976. CCEC has enabled hundreds of people to meet the
financial requirements of housing co-ops by negotiating share purchase loans. For moreinformation see:
http://www.ccec.bc.ca/ccec/products/coop.html Or contact - CCEC Credit Union, 2250 Commercia Drive,
Vancouver, BC V5N 5P9

T: 604.254.4100 Toll-Free: 1.866.254.4100 F: 604.254.6558 E: cweaver@ccec.bc.ca

Canadian Alternative | nvestment Cooperative (CAIC) (Information available in French and English)
CAIC wasformed in the early 1980s by a number of religious communities who wanted to pool their
resources in order to make investments that support positive social change and promote aternative
economic structures. Currently CAIC hasfifty-one members and alending pool of approximately $7 million
that supports alternative economic structures that are supportive of worker co-operatives, disadvantaged
peoples and the environment. For moreinformation see: http://www.caic.ca/index.htm
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acre Fund

TheAcre Fund provides community oriented mortgage funding to non-profit organisations or consumer
directed corporations that are creating or preserving affordable housing or projects which benefit seniors,
families and specia needs people. See: http://www.acrefund.com/

Social Investment Forum

The organisation is based in the United States but its website contains alist of Canadian-based financial
services. See: http://www.socialinvest.org Thissite hasadirectory of financial servicesfor socially and
environmentally concerned businesses. The directory islocated at: http://www.socialinvest.org/areas/
sriguide/directory

Information on grant proposal writing
Basic Elements of Grant Writing

Thereareanumber of funding agencies, including foundations, which might bewilling to provide somekind
of financial assistance to your co-op. Writing agrant proposal that has a chance of being successful is
critical. We suggest you read the document entitled Basic Elements of Grant Writing. It is produced by an
American organisation, the Corporation for Public Broadcasting. See: http://www.cpb.org/grants/
grantwriting.html

Information on marketing

Canada-British Columbia Small Business Service Centre

The Canada-British Columbia Business Service Centre is a comprehensive orientation service to information
on all business-related topics pertinent to entrepreneurs, small businesses and start-up companies. See:
http://www.smallbusinessbc.ca/ Go to the drop down menu on the upper right of the home page — it probably
says ‘popular requests . Choose Marketing and you will get a page with a number of links.

Strategis (Information available in English and French)
The Strategis federal government website has excellent information to assist you in researching your market
at: http://strategis.ic.gc.ca

BC Sats

BC Statsisthe central statistical agency of the Province of British Columbia. It has the provincial
government’s largest concentration of statistical products, services and expertise. Thereis alot of marketing
research information for your business plan. Thissite aso hasalink to the latest Canada Census data. For
moreinformation see: http://www.bcstats.gov.bc.ca/index.htm

Information on writing your business plan

Canada-British Columbia Small Business Service Centre

The Canada-British Columbia Small Business Service Centre is acomprehensive orientation service to
information on all business-rel ated topi cs pertinent to entrepreneurs, small businesses and start-up
companies. Go to the drop down menu on the upper right of the home page — it probably says * popul ar
reguests . Choose Business Planning and you will get a page with anumber of links. See: http://
www.smallbusinessbe.ca/
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Interactive Business Planner (IBP)
Thisisan on-line business planner designed for small business start-up. It provides sample business plans
but does not include information or samples specific to co-ops. See: http://www.cbsc.org/ibp/

Solutions for small business: Business planning and financial forecasting

Thisbooklet isworth looking at. Itisajoint publication of the governmentsof BC (Ministry of Competition,
Science, and Enterprise) and Canada (Western Economic Diversification) (Revised 2002).

Available Internet: http://www.smallbusi nessbc.ca/pdf/bpff2002. paf

Sample Size Calculator (The Survey System)

This Sample Size Cal culator helps you to determine how many people you need survey in order to get
results that reflect the target population as precisely as needed. You can also find the level of precision you
have in an existing sample. See: http://www.surveysystem.com/sscal c.ntm I nformation on taxes.

Canada Customs and Revenue Agency (CCRA)
CCRA’smission isto promote compliance with Canada’ stax, trade, and border |egislation and regulations.
Itispossibleto do alot of research on its website and to also get needed forms. See: http://www.ccra-

adrc.gc.ca
Or, check the Blue Pages in the phone book. In particular, you might want to ook at the following:

¢ CCRA Guide for Canadian Small Businesses (RC 4070)
Thisguideincludesinformation on GST, how to get abusiness number and other obligationsand
entitlement under laws administered by CCRA. Available Internet: http://www.ccra-adrc.gc.ca/E/pub/tg/
rc4070

e« CCRA Bulletin about co-operatives in an ‘agency relationship’ (IT 493)
This CCRA bulletin about co-operativesin an *agency discusses the tax treatment of co-operatives that
have an agency relationship with their membersin respect of income and/or property. Available Internet:
http://www.ccra-adrc.ge.ca/E/pub/tp/it493/it493-e.html

e CCRA Bulletin about Patronage Dividends (IT 362R)
In computing income for ataxation year, a co-operativeis allowed to deduct patronage dividend
payments made to members. This bulletin discusses the conditions set forth in section 135 that must be
met in order to deduct the amount of the payments. Claimants are required to file Form T2S(16).
Available Internet: http://www.ccra-adrc.gc.calE/pub/tp/it362r/it362r-e.html

Principles of Canadian income tax law (2" edition) (1997) P. W. Hogg & J. E. Magee. Toronto, ON:
Carswell.

The fundamentals of Canadian income tax (6" edition) (2000) V. Krishna Scarborough, ON: Carswell.
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APPENDIX B: Organising and Startup Guides

Co-operatives By Design — Building Blocks to Co-op Development. (2002) BCICS

If you are reading this you probably have this guide or at least part of it; however, we are mentioning it here
in case this section gets separated from the manual for some reason. Co-ops By Design is a clearly written
guidebook designed to help you help yourself. It takesyou through the process of developing your co-op,
from forming your core group, to devel oping your business plan, to starting your co-op operations. For more
information see: http://web.uvic.ca/bcics Or contact - BCICS, University of Victoria, University House 2,
Room 109, PO Box 3060, STN CSC, Victoria, BC V8W 3R4

T:250.472.4539 F:250.472.4541 E:rochdale@uvic.ca

The BC Co-op Developers Network (CDN)

CDN isaservice provide by the combined efforts of co-op devel opment professionalsin British Columbia
and the BC Region of the Canadian Co-operative Association. CDN was established to address the need for
an organised professional resource pool to support co-op development in a coherent and integrated manner.
Itisdesigned to link experienced co-op development professional sto communities and groups that need
assistance with the establishment and growth of co-ops. It aso provides a means for developers to share
information, ideas and to collaborate on projects, and it supports professional training and other skill

devel opment opportunitiesfor co-op devel opers. For moreinformation see: http://quickplace.ucscoop.com/
QuickPlace/coopdevnet/Main.nsf. Or contact: BC Co-op Developers Network, c/o CCA —BC Region,
Suite 390 — 319 West Pender, Vancouver, BC V6B 1T4

T:604.6623906 F:604.662.3968 E: info@CoopsCanada.coop

West Coast Development Cooperative (DevCo)

DevCo isaworkers co-op of co-operative devel opers who provide complete resource group services to
new and existing co-ops of all types, mainly in BC, although its members also have experiencein other
jurisdictions. Its servicesinclude devel opment of incorporation documents, member and director training,
business planning, organisational devel opment, conflict resolution, and change management. For more
information contact - Melanie Conn — 626 Slocan ., Vancouver, BC V5K 3X7

T:604.736.0935 F:604.737.4901 E: mconn@sfu.ca

OR - Marty Frost - $44, C39, RR#2, Galiano island, BC VON 1P0

T:604-251-6710 E: martyfrost@sprint.ca

The Co-operative Enterprise Centre (CEC)

The CEC provides group workshops and one-on-one counselling for starting up a co-operative enterprise. It
also offers specialised workshops and assi stance to those working with a disability or special needs. The
centre is supported by Human Resources Development Canada (HRDC).  For more information see:
http://www.co-opinfo.com

T:250.384.6451  Toll-free: 1.877.543.645.

Resour ce groups that start housing co-ops
The following groups are listed by the Co-op Housing Federation of BC as resources to contact if you are
interested in starting ahousing co-op:

% ARC Research Co-op
ARC isaworker’s co-op which assists and advises groups in the devel opment of projects and
communitieswhichinclude: non-profit rental & co-op housing; equity housing co-ops; adult and child care
facilities; and, non-profit group housing / transition housing._For moreinformation see: http://
www.accessbc.net/arc/archome.htm Or contact: 107-2050 Scotia St., Vancouver, BC V5T 4T1
T: 604.875.1836 F: 604.875.0310 E: arcinfo@accessbc.net
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+ Columbia Housing Advisory Association (CHAA)
CHAA, among other activities, provides development and education services to people wanting to
develop housing co-operatives.
For more information contact - Executive Director (Jamie Ritchie), 202 - 2250 Commercial Dr.,
Vancouver, BC V5N 5P9
T.604.255.7733 F.604:255.0669 E: info@columbiahousing.bc.ca

+ Innovative Housing Society
Thisnonprofit society, among other activities, provides devel opment and education servicesto societies
and groups wanting to devel op assisted living, co-operative or nonprofit housing projects. For more
information contact - Development Manager (Joffre Pomerleau), 201-1646 West 7th Avenue, Vancouver,
BC V6J1S5
T:604.717.6500 F:604-734-9806 E: innovative@his.bc.ca

+ Terra Housing Consultants (THC)
THC works with co-operatives to devel op housing units. For more information see: http://
www.terrahousing.bc.cal. Or contact: 301, 1587 West 8" Avenue, Vancouver, BC V6J1T5
T:604.736.8416  F.604.736.5800 E: info@terrahousing.ca

Agricultural Co-operatives. A Sart-up Guide. (1998) Andrea Harris. Canada-BC Farm Management
Program.
Thisguide providesinformation on how to start an agricultural co-op in British Columbia

Co-operative Auto Network (CAN). CAN is a non-profit car sharing co-op. Its website has good
information AND it providesinformation about starting an auto co-op. For moreinformation see: http://
WWWw.cooperativeauto.net/pagel.htm Or contact:

T:604.685.1393  E: info@cooperativeauto.net

Health Care Co-operatives Sartup. (1999) Co-operatives Secretariat - Government of Canada
(Availablein English and French)

Available Internet: http://www.agr.ca/policy/coop/contents.html. This guide has three sections, each aimed at
different audiences. The first provides developmental resource persons with an introduction to the status of
the health care sector, approaches to development that are likely to generate interest among the people
involved in creating new co-opsin Canada, and the co-op movement’s vision of health and social services. It
also presents a history of health care co-ops in Canada. The second section, intended for both development
resource persons and proponents of co-operative projects, identifies needs and different co-op models. The
final section, aimed at those who have decided to start a health care co-op, presents the steps in the process
of starting a co-op and the factors to be considered in drawing up agood business plan.

How to Start a Cooperative Preschool (and other resources)

Enter this website presented by the Parent Cooperative Preschools International — see: http:/
www.preschools.coop/ — and click on the link — Resources and Links — which takes you to the Resources
page. This page has anumber of linksincluding one that lists publications, such as How to Start a
Cooperative Preschool, which you can order from this association. There are other pages that tell you about
preschool co-ops. You can also get information from - Vancouver |sland Cooperative Preschool Association
See: http://www.vicpa.org. Or contact - #27-14 Erskine Lane, Victoria, BC V8Z 7J7

T: (250) 598-CO-OP(2667) F:(250) 704-0415 E: vicpa@vicpa.org
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New Generation Co-operatives: Resource Materials for Business Development Professionals
and Agricultural Producers. (2001) Saskatoon, SK: Centre for the Study of Co-operatives, University of
Saskatchewan. This publication, available on-line, providesinformation about the New Generation Co-
operative model, including taxation issues, marketing contracts, and other key issues. Available Internet:
http://www.coopstudies.usask.ca/NGC2/resourcematerial/resourcematerial se.ntm. To order a hard copy
contact - Centre for the Study of Co-operatives, 101 Diefenbaker Place, University of Saskatchewan
Saskatoon, SK S7N 5B8

T:306.966.7917 F:306.966.8517 E: coop.studies@usask.ca

Organising Fishery Co-operatives in British Columbia: A Handbook. (2001) A. Welch. BCICS &
Environmental Law Centre, University of Victoria

This handbook provides a step-by-step guide to devel oping afishery co-operative although it must be
remembered that there is no one recipe for devel oping a co-op and that the strategies you take will largely
depend on the circumstances you face. 1t should also be noted that thisinformation applies to co-operatives
incorporating in British Columbiaonly, asvariationsin co-operative law exist among provinces. Notethat
theinformationisnot legal advice. Available Internet: http://web.uvic.ca/bcics/research/fishery/fishery-
handbook.html You can a so purchase a paper copy of this handbook. Contact BCICS.

Organising Forestry Co-operatives in British Columbia: A Handbook. (2001) A. Welch. BCICS &
Environmental Law Centre, University of Victoria

This handbook provides a step-by-step guide to devel oping aforestry co-operative although it must be
remembered that there is no one recipe for devel oping a co-op and that the strategies you take will largely
depend on the circumstances you face. 1t should also be noted that thisinformation applies to co-ops
incorporating in British Columbiaonly, asvariationsin co-operative law exist among provinces. Note that
theinformation isnot legal advice. Available Internet: http://web.uvic.ca/bcics/research/forestry/forestry-
handbook.html. You can also purchase a paper copy of this handbook. Contact BCICS.

Organising Fishery Co-operatives in British Columbia: The Legal and Policy Framework. (2001)
A. Welch. BCICS & Environmental Law Centre, University of Victoria

Thisdocument provides general and legal information to personsinterested in organising a co-operative
business. It also deal s specifically with legal and policy requirementsfacing those personsinterested in
establishing fishery co-ops. Topics range from the general requirementsthat a business planning to
incorporate under the BC Cooperative Association Act must meet, to specific licensing requirements for
harvesting the sea’sresources. Other topicsinclude security regulations, liability, and the tax implications of
forming a co-op. Note that the information isnot legal advice. Available Internet: _http://web.uvic.ca/bcics/
research/fishery/fishery-legal.ntml. You can also purchase a paper copy of this document. Contact BCICS.

Organising Forestry Co-operatives in British Columbia: The Legal and Policy Framework. (2001)
A. Welch. BCICS & Environmental Law Centre, University of Victoria

This document dealswith legal requirements facing those persons interested in establishing forestry co-
operatives. Topics range from the general requirements that a business planning to incorporate under the
British Columbia Cooperative Association Act must meet to specific licensing requirements for atree farm
or community tenurein forest land. Thereis also some discussion of marketing value-added merchandise
and other natural products, such as mushrooms or herbal products, which could be suitably combined with
forestry. Other topicsinclude security regulations, liahility, and the tax implications of forming aco-operative.
Note that the information is not legal advice. Available Internet:_http://web.uvic.ca/bcics/research/forestry/
forestry-legal.html. You can also purchase a paper copy of this document. Contact BCICS.
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Forming our co-operative. Co-operatives Secretariat (Available in French and English)

Thisis step-by-step guide that takes you though the basics of forming a co-op. In some sections you can
opt for the province you livein. (Note: at press time there was no information available for BC)
Availablelnternet: http://www.agr.gc.ca/policy/coop/kitcoop/index.html

Organizer’s Handbook: bringing new co-operatives to life. Campus Cooperative Development
Corporation (CCDC)

Thisisastep-by-step guideto devel oping new student housing co-operatives; it isdetailed, inspiring and
easy toread. You don't have to be aregistered to student to find this document helpful, and it is useful for
people in Canada and the United States. Available Internet: http://www.umich.edu/~nasco/main_ccdc.html

YouBet! Plusfor Co-ops: Participants Manual. (2000) Youth, Business and Entrepreneurship Training.
BC Ministry of Small Business, Tourism and Culture & Ministry of Community Development, Cooperatives
and Volunteers.

Thisisastart-up guide for co-operatives, intended for youth. This manual is designed as aworkbook and
includes worksheets for writing business plans. The manual isout of print but may be availablein your
library or local resource centre. Several copies are also available for loan from BCICS.
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APPENDIX C: Incorporating your Co-op

I ncorporating a Cooperative in British Columbia. (2001)

Thisisan excellent guide prepared by the Corporate Registry with the assistance of the Ministry of
Community, Aboriginal and Women’s Services. It aso includesin the appendices some of the forms
required to file for incorporation plus the Name Approval Request form. Available Internet: http://
www.fin.gov.bc.calregistries/corppa/forms/quide.pdf. If you have difficulty downloading the document or if
you do not have access to the Internet contact - Corporate Registry — the Society/Cooperative Association
Unit, Write: PO Box 9431, STN Prov Gowt, Victoria, BC V8W 9V3

T: 250.356.8673

OR, if you arein Greater Vancouver area, T: 604.775.1046

OR, if you arein Victoriayou can go to the office located at - 2™ Floor — 940 Blanshard Street. Office
Hours: 8:30 AM to 4:30 PM (Monday —Friday)

Cooperative Act (BC) — forms
AvailableInternet: http://www.fin.gov.bc.calregistries/corppg/crforms.htm#coop
Thiswebsite offers the forms you need for incorporation and for other reporting.

Incor porating a Co-operative in Canada
Aninformation kit on incorporating aco-operative federally is available through Industry Canada' s Strategis.
See: http://www.strategis.ic.gc.ca/sc_mrksv/corpdir/engdoc/9c4.html
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APPENDIX D: Conflict Resolution, Managing, Running a
Board of Directors

Considering Cooperation: A Guide for New Cooperative Development (2001) Brian M. Henehan &
Bruce L. Anderson, Department of Applied Economics and Management, Cornell University

This document has several sections devoted to achieving ‘ smooth’ governance. More information about its
contentsisavailablein General Resourcesbelow. The document isavailable online: http://aem.cornell.edu/
outreach/extensi onpdf/eb0101.pdf

Creating boards that lead. (1995) A. Hoyt
Available Internet: www.wisc.edu/uwcc/staff/hoyt/boardl ead.html

Building united judgment, a handbook for consensus decision making. (1981) M. Avery & The
Center for Conflict Resolution. Madison, WI: The Center for Conflict Resolution.

British Columbia corporations law guide. (1999) CCH Canadian Limited. ** See especially “Directors
and officers' liability.” Don Mills, ON: CCH Canadian.

Tips for teams. A ready reference for solving common team problems. (1995) K. Fisher. Toronto,
ON: McGraw-Hill.

Directors and officersliability. (1995) D.F. Gormican, A.G. Henderson & Continuing Legal Education
Society of BC. Vancouver, BC: The Continuing Legal Education Society of British Columbia.

Getting to yes, negotiating agreement without giving in. (1981) B. Patton and W. Ury. Toronto, ON:
Penguin Books.
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APPENDIX E: Legislation Relevant to Starting a
Co-operative

Legislation — British Columbia

Cooperative Association Act (1999) Bill 98.
Available Internet: http://www.legis.gov.bc.ca/1998-99/3rd_read/gov98-3.htm

Cooperative Association Amendment Act (2000) Bill 9.
Availablenternet: http://www.legis.gov.bc.ca/2000/1st_read/gov09-1.htm

The Company Act (RSBC 1996).
Availablelnternet: http://www.qp.gov.bc.ca/statreg/stat/C/CompanyAct/96062 00.htm

The Securities Act (RSBC 1996) Chapter 418.

Available Internet: http://www.gp.gov.bc.ca/statreg/stat/S/96418_01.htm

Note: the electronic version of the above Actsisfor information only. The printed version remains the
official version. Official printed versions of the above can be obtained from - Crown Publications, 521 Fort
Street, Victoria, BC  V8W 1E7

T: 250.386.4636 F: 250.386.0221 E: crown@pinc.com

Legislation — Federal

Canada Cooperatives Act (1998)
Available Internet: http://laws.justice.gc.calen/C-1.7/index.html

Canada Business Corporations Act (RSC 1985) Chapter C-44.
Availablelnternet: http://laws.justice.gc.calen/C-44/index.html
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APPENDIX F: Co-op Resource Centres and
Associations

British Columbia Institute for Co-operative Sudies (BCICS) — University of Victoria
BCICSisacatalyst for research, learning, and teaching about co-operative thought and practice through the
development of Co-operative Studies as an established field of inquiry. The Institute collaborates with other
post-secondary institutions, the co-op sector, governments, individualsand communitiesinterested in co-
operative development. It also does original research with co-operatives, publishesits research, and
maintains a resource centre of co-operative materials for both students, researchers, and interested
members of the public. See: http://web.uvic.ca/bcics

Or contact - BCICS, University of Victoria, University House 2, Room 109 PO Box 3060, STN CSC,
Victoria, BC V8W 3R4

T:250.472.4539 F.250.472.4541 E:rochdale@uvic.ca

Centre for the Sudy of Co-operatives (CSC) — University of Saskatchewan

CSC develops and offers university courses that provide an understanding of co-operative theory, principles,
development, structures, and legislation. It also undertakes original research into co-operatives, publishes co-
operative research, and it maintains a resource centre of co-operative materials that supports the Centre's
teaching and research functions. For more information see: http://www.coop-studies.usask.ca/ Or contact -
CSC, 158 Diefenbaker Centre, Saskatoon SK S7N OWO0

E: coop.studies@usask.ca

Canadian Co-operative Association — BC Region (CCA-BC)

CCA-BC promotes co-operative enterprise and provides support services to its members and the broader
co-op sector in British Columbia. See: http://www.ccabc.bc.cal Or contact: #390 — 319 West Pender,
Vancouver, BC V6B 1T4

T:604.662.3906 F:604.662.3968 E: general @ccabc.bc.ca

Canadian Co-operative Association (CCA)

CCA isthe umbrella organisation for al types of co-opsin English-speaking Canada; CCA speaksfor the
Canadian co-operative sector on government and public policy issues, and promotes the growth of co-
operativesthrough public information, education programs, and special development projects. For more
information see: http://www.coopcca.com Or contact: Suite 400, 275 Bank Street. Ottawa, Ontario.
K2P2L6

T.613.238.6711 F:613.567.0658 E: info@CoopsCanada.coop

Conseil Canadien de la Coopération (CCC)
CCC isthe umbrellaorganization for Francophone co-operativesin Canada. For moreinformation see: http:/
/www.granco.cal/ca

Co-operatives Secretariat (Information available in French and English)

The Co-operatives Secretariat is dedicated to economic growth and social development of Canadian society
through co-operative enterprise. Check out the different pages and publications avail able through this site.
See:  http://www.agr.gc.calpolicy/coop/accueil.html. Or contact - 1525 Carling Avenue, 3" floor, Ottawa,
Ontario K1A OC5

T: (613) 759-7194 F: (613) 759-7489 E: coops@agr.gc.ca
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BC Housing Co-op Federation (CHF BC)

CHF BC is a co-operative associ ation whose members are housing co-ops and related organisations in
British Columbia. The purpose of CHF BC isto expand non-profit co-op housing, promote better housing
conditionsin BC, share skill and information, and to represent co-op housing to governments and the public.
Thewebsiteis helpful to people who livein housing co-ops or who areinterested injoining one. See: http://
www.chf.bc.ca/. CHF BC does not assist people in developing co-ops, however, if you are interested in
starting a housing co-op check the FAQ page: http://www.chf.bc.ca/pages/about5.asp#owncoop — and click
on: How do | start my own co-op. Thiswill lead you to useful information and provides links to resources
that can help you develop ahousing co-op. Or contact:  #200 - 5550 Fraser Street, Vancouver, BC V5W
274

T:604.879.5111 Toll-free: 1.866.879.5111 F: (604) 879-4611 E: info@chf.bc.ca

Or - #410 - 1105 Pandora Avenue, Victoria, BC V8W 3P9

T: (250) 384-9444 F: (250) 384-0349 E: idandinfo@chfc.bc.ca

Co-operative Housing Federation of Canada (CHF Canada) (Information available in French and
English)

CHF Canadaisthe nationwide umbrella organization for co-op housing and Canada’slink with co-op
housing around the world. It represents and serves the co-op housing community across Canada. See: http://
www.chfc.ca/ You might be particularly interested in its “ About Co-op Housing Page”.

Canadian Worker Co-op Federation (CWCF) (Information available in English and French)

The CWCF works for the development and expansion of businesses organised according to co-operative
principles and the principles of worker ownership and control, and promotes theideal s of democracy in the
work place. It also provides leadership and a voice for worker co-ops. The CWCF also manages the
Worker Co-op Fund. See: http://www.workercoop.ca/

International Co-operative Alliance (ICA)

The ICA isan international nhon-governmental organisation which unites, represents and serves co-
operativesworldwide. Itswebsite containsinformation onthe ICA, itsaims and activities, and information
on the co-operative movement in different economic sectors: agriculture, banking, credit, consumer, energy,
fisheries, housing, insurance, workers, tourism and health care, aswell aslinksto other sites and issues of
interest to co-operators. See: http://www.coop.org/ical
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APPENDIX G: General Resources (Including U.S. based
information on co-operatives)

Aboriginal Youth Business Council (AYBC)
AYBC isavolunteer run, non-profit, youth-driven council of First Nation, Métis, & Inuit entrepreneurs; their
website is aresource for youth to learn about business. See: http://www.aybc.org

First Nations Development Institute (FNDI)

Themission of FNDI isto help Native communities rebuild their economies through asset-based community
economic development. Its programs and strategies focus on assisting “tribes and Native communities so
they control, create, leverage, utilize and retain their assets’. See: http://www.firstnations.org

Canadian CED Network
This organisation promotes and provides resources on community economic development. See: http://
www.canadiancednetwork.org

Centre for Community Enterprise
The Centre for Community Enterprise provides avariety of resources on community economic
development. See: http://www.cedworks.com/

Community Economic Development Centre, Simon Fraser University

The CED Centre at SFU encourages accountable, sustainable and appropriate community economic
development in BC Itswebsite includes resources on small business, community economic devel opment,
and co-operatives. For more information see: http://www.sfu.ca/cedc/

GroundWorks Learning Centre

GroundWorksisajoint project between Common Ground Community Mapping Project and LifeCyclesto
provide aresource centre which includes alending library, with books on socia development, community
economic devel opment, sustai nability, business planning and other guides. For moreinformation: http:/
www33.tel us.net/cground/groundworks.html. Visit: 521 Superior ., Victoria, BC Or contact: 527 Michigan
St., Victoria, BC V8V 1S1

T:250.360.0799 F:250.386.3449 E: groundworks@telus.net

Co-op Housing Bookstore

This bookstore provides educational materialsto help housing co-opsin their day-to-day management andin
building stronger communities. For moreinformation see: http://www.coophousing.com/bookstore.html

Or contact: 22 Mowat Avenue, Suite 100, Toronto, Ontario M6K 3E8

Cooperative Grocer Online (U.S. based information)
Thisisabi-monthly trade magazine for food co-operatives. It includeslinksto online publicationsfor co-
operatives. See: http://www.cooperativegrocer.com/index.html

Center for Cooperatives
The centre is focuses on educations, research, and development assistance to meet the needs of co-ops,
their members, and the public. For moreinformation see: http://www.ucdavis.coop
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University of Wisconsin Center for Cooperatives (UWCC)

There are many interesting things to read as well as links to useful resources on the UWCC website. See:
http://www.wisc.edu/uwcc/. In particular you might want to look at: Co-operatives: A tool for community
economic development. This nine-chapter manual was produced by the UW Center for Cooperatives and
Cooperative Development Services (CDS) for the 1998 Cooperative Development Training Conference.
See: http://www.wisc.edu/uwcc/manual/cover.html

National Cooperative Business Association (U.S. based information)

The mission of the National Cooperative Business Association isto devel op, advance, and protect
cooperative enterprise of all kinds. For moreinformation see: http://www.ncba.org/ Or contact: 1401 New
York Avenue, N.W., Suite 1100. Washington, DC. 20005, USA.

Developing successful worker co-operatives. (1988) C. Cornforth, A. Thomas, J. Lewis & R. Spear.
L ondon: Sage Publications

Considering Cooperation: A Guide for New Cooperative Development. (2001) Brian M. Henehan
& Bruce L. Anderson, Department of Applied Economics and Management, Cornell University

This document reviews the main elements needed for the successful formation and development of new co-
ops. It presents six phases of co-operative formation including: 1) identifying the opportunity, 2) building
consensus on the potential for aco-op, 3) developing trust among potential members, 4) securing member
commitment, 5) involving other stakeholders, and 6) starting up the co-op enterprise. Theroles and selection
of qualified advisors are presented for each phase. Available Internet: http://aem.cornell.edu/outreach/
extensionpdf/eb0101.pdf. Also available at: http://www.wisc.edu/uwcc/info/i_pages/coopdev.html. Or
contact - Carol Thomson, Department of Applied Economics and Management, 204 Warren Hall, Cornell
University, Ithaca, NY 14853

T:607.255.5464 E: cmt8@cornell.edu

How to start a co-operative. (U.S. based information) (1996) G. Ely & G. Rapp
U.S. Department of Agriculture, Rural Business Cooperative Service.

AvailableInternet: http://www.rurdev.usda.gov/rbs/pub/cir7/cir 7rpt.htm

Co-ops 101: An introduction to cooperatives. (U.S. based) (1997)
Cooperative information report 55. U. S. Department of Agriculture (USDA) — Rural Business Cooperative
Service. Available Internet: www.rurdev.usda.gov/agency/rbcds/html/

Sepsto Sarting a Marketing Co-op, 2™ edition. (U.S. based information) (2000) Karen Zimbleman,
Kim Coontz, Audrey Malan. Centrefor Cooperatives, University of California.

Thisisauser-friendly guide (U.S. based) to incorporating a marketing cooperative. It presents an overview
of the basic steps of the co-op organising process and examples of contemporary marketing cooperatives.
**1f you order this guide be sure to ask for the Second Edition (2000). For more information see: http://
cooperatives.ucdavis.edu/publications/marketing.html. Or contact - Center for Cooperatives, University of
California, One ShieldsAvenue, Davis, CA 95616 USA

T:530.752.2408 F:530.752.5451 E: centerforcoops@ucdavis.edu.
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Sepsto Sarting a Worker Co-op. (U.S. based information) (1997) Gary Hansen, Kim Coontz, Audrey
Malan. Center for Cooperatives, University of California& Northwest Cooperative Federation.
Thisauser-friendly guide (U.S. based) for people interested in organising a co-operative to create income
and employment opportunities. It includes organising steps, discussion of feasibility study and business plan,
examples, and an annotated bibliography. For moreinformation see: http://cooperatives.ucdavis.edu/
publications/worker.html. Or contact - Center for Cooperatives, University of California, See above for
addressinformation.

Balancing Ecology and Economics. A Start-up Guide for Forest Owner Cooperation. (U.S. based
information) (2000) Cooperative Development Services, University of Wisconsin & Community Forestry
Resource Center. Madison, WI: Center for Cooperatives.

A two-part book on the benefits of forest owner co-operation and steps to forming forest owner co-
operatives and associations. For moreinformation see: http://www.wisc.edu/uwcc/info/org_for/
forest_manual.html. Or contact - University of Wisconsin Center for Cooperatives, 230 Taylor Hall, 427
Lorch St., Madison, WI 53706-1503

T:608.262.0705 F:608.262.3251 E: padgham@aae.wisc.edu

Lessons Learned: a planning toolsite (ca 2000) Sponsored by the National Endowment for the Arts. (a
U.S.- based organisation)

This website has a number of essays about planning. Click on the Essays button to see the various
publications. Each essay isinteresting. For example, the“Pillars of Planning: Mission, Values, Vision”

essay offersishelpful in understanding the importance of knowing what it is that holds an organization
together. If you have access to the website take the time to read this and some of the other essays. For
moreinformation see: http://www.arts.endow.gov/pub/L essons/index.html

The Power of People: Building Sronger Communities. Helen Dewar and Associates, Know TV, and
Ministry of Community Devel opment, Cooperatives and Volunteers

Thisisan excellent publication that, unfortunately, seemsto be out of print. However, you may be ableto
find it at your local library or CED resource centre.

Promoting a Sustainable Future: An Introduction to Community-Based Social Marketing. (1996)
Doug McKenzie-Mohr. National Round Table on the Environment and the Economy.

Thisisauseful guide which serves as a practical tool for people seeking to implement successful sustainable
development programs. It offersinformation needed to incorporate community-based social marketing
techniquesinto planning. Available Internet: http://www.nrtee-trnee.ca/publications/ PROMOTE.PDF

Invested in the Common Good. (1995) Susan Meeker-Lowry. Gabriola Island, BC: New Society
Publishers

Thisbook talks about how to invest money, time and skillsin away that will create “the best possible saf ety
net: vibrant home-grown economies [that are] inocul ated against large corporations and rooted in local
ecosystems and cultures.” Check your local library or resource centre.

New Social Entrepreneurs. the Success, Challenge and Lessons of Non-Profit Enterprise
Creation. (1996) Jed Emerson & Fay Twersky. San Francisco: CA: The Robert’s Foundation Homeless
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Economic Development Fund.

The book is about non-profit business development. Itsfull text is available through the Internet in PDF.
See: http://www.redf.org/pub_nse.htm

Ripples from Zambezi: Passion, entrepreneurship, and the rebirth of local economies. (1999)
Ernesto Sirolli. Gabriolalsland, BC: New Society Publishers.

Thisbook of stories and ideas that lead to a new approach to local economic devel opment.

Srengthening Communities: a series of community development skills guides. (1995) Social
Planning and Research Council of British Columbia (SPARC), Vancouver, BC
This seriesincludes 6 guide related to aspects of community development.

Canadian Co-operativesin the Year 2000: Memory, Mutual Aid and the Millennium. (2000) Brett
Fairbairn, lan MacPherson, Nora Russell — CSC, Univ of Saskatchewan.
This book has essays on how the Canadian co-operative movement undertakes and adjusts to change.
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