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Background 

The worker cooperative movement in Britain has never been as 
strong as the consumer cooperative movement and the reasons 
for the relative success of the one and the relative failure of the 
other are directly connected. If we look at the development of 
strong worker cooperative sectors such as in Mondragon, Italy or 
France, we find that they have had access to untapped 
cumulative savings, direct allocation of public resources, or 
some other 'windfall': the labour and savings of the Basque 
people, preferential treatment by Government or resources 
already present in failing businesses. 

In Britain the consumer cooperative movement harnessed the 
needs and savings of the growing working class. Eventually, of 
course, it was strongly challenged by the private sector, but for 
nearly one hundred years it experienced tremendous growth and 
embraced 12 million people. Even now the consumer movement 
is holding more than 5% ofthe food market. 

There were attempts to form worker cooperatives throughout the 
nineteenth century but very few experienced long term success. 
Although nearly a hundred producer cooperatives were formed, 
less than twenty survived into the second half of the twentieth 
century and no more emerged to join them. 

The reasons were complex. Legislation militated against worker 
cooperatives as the Industrial and Provident Society Act (1852) 
demanded open membership for share-holding members but did 
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purposes. There is no external shareholding and members who 
leave cease to be shareholders. ICOM argue that common 
ownership rules remove the incentive for members to 'asset strip' 
a cooperative. Non-common ownership cooperatives allow for 
the possibility of individual internal or external shareholding as 
long as the rate of return is limited and voting remains on a one 
member, one vote basis. 

This pure form of common ownership has proved durable; 90% 
of new cooperatives register using ICOM model rules. But they 
do make raising investment funds very difficult. The model rules 
also establish an internal democracy with no restriction on 
membership within the cooperative and encourage social 
commitment. One area that has not yet been addressed in law is 
taxation. In much of Europe there are tax incentives for worker 
cooperatives. Cooperative members in Britain are taxed both as 
workers through income tax and as collective owners through 
company tax, even where the assets of the company cannot be 
distributed to the existing membership. It is hoped that 
eventually there will be a common European Statute for 
cooperatives that will regularise the position. Although 
cooperators pay National Insurance as workers, when it comes to 
claiming benefits they can often be classed as self-employed and 
therefore not entitled to worker benefits. 

Cooperation 

In the 1980s the major growth in worker cooperatives came not 
from the voluntary sector, but from the Government. In the early 
1970's and particularly following the oil price shock, economic 
restructuring led to the collapse of several large firms. Three of 
these were rescued as 'phoenix' cooperatives by the then Labour 
Industry Minister, Tony Benn. Eventually they all failed 
(although Triumph Meriden lasted ten years) but they achieved 
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difficult to tell hopeful cooperators that their ideas would not 
work. In either case dependency remains a big problem. 

Job creation cooperatives were also grossly under-capitalised 
and subject to very high gearing. In addition, the people 
involved tended to have a very strong aversion to debt and felt 
unhappy with speculative investment. There are some revolving 
loan funds around the country for cooperatives but worker 
cooperatives have not been able to tap into the funds of the 
consumer cooperative movement. The Cooperative Bank offered 
a £1 loan for each £1 invested in the cooperative at commercial 
rates. 

The political focus of the CDAs also meant that cooperatives 
were formed where the funding was available rather than in 
regional clusters or following a 'natural' grov,rth model. This 
means that it was hard to develop cooperation between 
cooperatives so as to form an integrated alternative economic 
framework and shared expertise. It is a truism of cooperative 
development that worker cooperatives need a good structure of 
support, not only in the initial stages but throughout the life of 
the cooperative. There should be on-going support in the form of 
technical advice, further training and networks for marketing 
and securing supplies. 

Worker cooperatives also need to find a source of 
non-speculative finance. One possibility is the 'rolling up' of 
welfare benefits into a Basic Income Scheme as the Green Party 
in Britain has advocated. This would give people a basic level of 
financial support from which to develop their business. 
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that they are often responsible for the financial affairs of their 
families, women feel uneasy with business finance, often 
claiming that they do not 'understand figures'. What this tends to 
mean is that they do not understand figures as accountants 
present them. Training is very important to overcome these 
problems, beginning with a 'demystification' of the language of 
business. In Britain, a large training programme has been run by 
ICOM Women's Link-up that trained around 750 women 
between 1984-7. The legal position for community businesses 
requires that they, like common ownerships, must distribute 
their assets for the benefit of the community and not the actual 
members. ICOM has recently linked up with Community 
Enterprise and Community Business networks to publish the 
common journal N~wS~c;tQf. ICOM has also recently changed 
its rules to open its membership to employee-owned companies 
and similar democratically run organisations. 

The decline in the number of funded CDAs and changing 
patterns of non-traditional economic development does not 
mean that cooperative development is entirely lost. In fact as 
well as the remaining funded CDAs and ICOM, there are a 
substantial number of cooperatives which provide cooperative 
development consultancies. ICOM and the local CDAs have also 
been able to dramatically expand their cooperative training 
through the European Social Fund. IeOM is now 
cooperative/voluntary sector co-ordinator for the ESF training 
initiative with about £5m to allocate. There are also moves to 
increase the status of cooperative training by getting it 
accredited via the National Council of Vocational 
Qualifications. 

New opportunities for cooperatives are also being created by the 
privatisation of public services, compulsory competitive 
tendering and the move to community care. Obviously this is 
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politically sensitive, but many workers who were previously 
employed by the state (e.g. hospital ancillary workers, cleaners, 
laundry and catering employees) have formed themselves into 
cooperatives partly to keep themselves in work and partly to 
maintain the principle of a public service. In order to avoid the 
dangers of self exploitation there has been increasing emphasis 
on seeing worker cooperatives as part of a 'social economy' that 
brings together voluntary agencies, cooperatives, community 
business and mutual aid organisations such as credit unions. 

A viable cooperative sector will not be achieved by creating 
isolated businesses that happen to be cooperatives. There is a 
much more fundamental task at hand. We need to create or 
reclaim a social and political framework that supports the idea 
of cooperation and has the imaginative power to sweep away the 
paralysing effects of current economic orthodoxy. A successful 
cooperative movement must always be part of an alternative 
economy, even if it has to live within or alongside a public or 
market economy. 

Then, perhaps it may once again be possible for people to stay 
within a cooperative economy from the cradle to the grave as 
they did in nineteenth century Britain. 

Notes 

- Much of the argument in this paper draws on the book: Mellor, 
M.,1. Hannah, & 1. Stirling (1988) Worker Cooperatives in 
Theory and Practice, Milton Keynes, Open University Press. 

- The development of a wider social and political perspective 
has been proposed in Mellor, M. (1992) Breaking Boundaries: 
Towards a Feminist, Green Socialism, London, Virago. 
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