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Who we are

Aaron Dawson Joe Marraffino

* Equal Exchange » Arizmendi Bakery /

Arizmendi Association
« U.S. Federation of

Worker Cooperatives  * Network of Bay Area

Worker Cooperatives
 Democracy at Work

Network  Democracy at Work
Network



Who you are

* Occupy Wall Street Worker Cooperative Working Group
 Emerging Occupy worker cooperatives
* Others...

> W n e

Goals

Offer highly practical information to start-ups

Connect startups with existing worker cooperatives
Connect startups with technical assistance

Broadcast the worker cooperative message as a useful
strategy to the wider Occupy movement



Context: Definitions

« Cooperative: a business that is owned and
democratically controlled by its members for
their common good or to accomplish a
shared economic or social purpose

e Democratic: “One member, one vote”



Context: Other types of cooperatives

Cooperative members
are not always workers

members are

« Park Slope Food Coop consumers

* Co-op City residents

* Credit Unions depositors

* Ace Hardware purchasers

* Ocean Spray farmers

* Associated Press newspapers
But always

Owned and controlled by members
One member, one vote



300+ worker cooperatives in the United States
6 regional federations, 1 national federation, 30 CDCs
Largest worker cooperative in U.S. has over 1,600 workers,

several have over 100 workers
Oldest operating worker cooperatives in the U.S. 40+ years

Keigwna o Regina Winnipeg
o
rwe Thet 150 ~ Thunder Bay
Katsped Willston River Fals Py Q7 L .
o o (+] o L. . i ~ Chicoutim
Mnot o N
h. . Great Fals Noﬂh | » y , N
Washington : 5
g Wessoda Dekrson  Dakota Faigo 9 N Sault Ste Québec
Yakima o Helera  Montana ° Pt o \ Marie Sudbun o
Kennewck o = Bsmarck Jomestonn " Duna 0, R 5 Tros Riviéres
e aun 3 - /
€ s.r % Bilnos et > . North Bay Sant-Jérdme ~ Drummondvibe
o o~ ott o o A oii""ll»hsclr
Eau Clae 'VaUS T L aMa v T Maine
Spearfish South " Wi Bame / 9
S : Barme g
o Dakota Lakevile . - on 1
O ¢ p O La Crosse Oshkosh L -
Eugene  Oregon 8 daho Fals Rapid City Sioux Falis Rochester ° Michigan Toronto o 4
°" Idah o O
ano o Ma Milwaukee < / )
: ; anaw, Hamilton O
° Wyoming ; L@ o
Grants Par Pocatelo L v Waterioo o nosh y "B
) Kamat Twn Fals Alkance O Sicux Cay ° e o Det@@) Buffalo
Vf‘d'gld Fals Scottsbiufl O lowa (] Chicago ledo & oS
; Scottsd Cedar 1 o g Scranton
Yreka Salt Lake Olaramie North Platte Nebraska Omoaha Des '.?c‘m-» Rapids © Davenport °Ju|~‘ Fort a
£ ko City O ) el Loran
Reddin o J’ Stering et o o r Yy Q nnsylvama
(+] Grand l¢and Lincoln Ohio
: o - J el Ilinois Indnana Pmsburgn
OChco Reno Nevada o !um Wikmn ; o
g,‘ L Colorado Topek sas City Spangheld Incxanapous
& | e o o Sicoumbie Cincinnati Hrost r Delaware
R Sacramento Colorado Kansas b e Missouri O Bellevle \frgima
vill
Stockton Springs Hutchinson © % O Louisville o
O Wichita Girardeau  Evansvile t D»stnct of
R 51 George Jopin ey Kentucky aacksbao  Virginia ;
Callfoorma 5 / —— P e '?]“m mt L scksburg %% Columbia
on end ohrson Cty -
Fresno ovissa S8 Vooa ""@ ' R~ s Jonesboro Knoxville ' Rocky Mt \g;g;nmm
Santa Fe O Jackson Nort
S \laakers'lem Bullhe ac Flagstaft @ Amarilo Oklahoma 9 annesses Ashevile Carolina eenvi
ants Ashev oo
O  arcastes e chy Albuguerque © o FotSmeh  Arkansas  ©Memphis OChattanc °
LompacO Sanea " Clovis ° Huntsvil Rome Greenvlle Rock Hik iy
Clarta O - Riverside Arizona New Wichta Fats . Lawton Untevite ! South oo
A MHemet Mexico Lubbock Pine Bt Birmingham O Athens .
Los’Angeles emat : i o roli
9 \ B o o Namogardo ORoEwel 2 ° Mississippi o Atlanta o.ﬁi.cjl na
Ponside . oenix Alamogordo Augus
" o 9 Fort Worth 0 © Dallas '/agce o %ma Georgia O Charleston
Tijuana Mexicali__ ©Tucson 958 Crus s 1,94:' Sesvapod & ‘/D"-lj’(lnr'v
e Q Waco A L ! Savamnoh
. 0 Sy Vista - Alexandra {atiesbur, [+]
Ensenada fres. ey Juarez Texas Y O ol Albary
- Caborca Heroica \ Lufkn oV ¢
o Nogales Austin ] Ve L L Mobile 5 vacesiaJacksonville
sesgrent Louisiana ew © Tatahassee °

Panama
PSR,

Orleans

Houston 00.

Lisansnallls

Ne
Bruns

1 Sant



Union Cab
Madison (1979-present)




Port Townsend Shipwrights
Washington (1981-present)




Cooperative Home Care Associlates
New York City (1985-present)




Equal Exchange
Massachusetts (1986-present)
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5 WAGES Cooperatives
Bay Area (1994-present)




5 Arizmendi Bakeries
Bay Area (1997-present)
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The Lusty Lady
San Francisco (2003)




COLORS Restaurant
New York City (2005-present)




Select Machine
Ohio (2005-present)

* SELECT MACHINE INC. »




Evergreen Laundry
Cleveland (2009-present)




Worker cooperative organizing waves

They are emergent throughout American history,
but especially in waves that correspond to

* Periods of unemployment as a result of poor
economic conditions

« Periods of rapid technological change which
engender social dislocation

» Periods of social upheaval which call into question
conventional world views about the nature and
proper structure of work

- Jackall and Levin, Worker Cooperatives in America,
1984



Steps to starting
a worker cooperative

Who Initiates the cooperative?
Some are Incubator-initiated,
Some are employee buyouts

Some are spin-offs

Our focus is Member-initiated co-ops



Reflect at each step: should we continue?

1.Assemble an organizing group

2.Research business idea(s)' feasibility

3. Define membership and governance structure
4.Write a business plan

5.Incorporate legally

6.Set up financial systems

/.Raise start up capital

8. Start operating and implement business plan
9. Connect with your market and grow
10.Educate workers for participation (ongoing)
11.Adapt to the business climate (ongoing)



Worker Cooperative
Business Planning
and FIinances



Create a meaningful business plan

What is your business setting out to do?

Serve an economic need?

Benefit a specific community?

Change an economic sector?

Change a supply chain or trade pattern?
Fill an under-served market niche?

* Create jobs? Better jobs? Jobs for certain people?

Build local / regional assets? Stabilize an economy?

“Use internal democracy to benefit the external world”



Example
Equal Exchange

Mission

Equal Exchange's mission is to build long-term trade partnerships that are
economically just and environmentally sound, to foster mutually beneficial
relationships between farmers and consumers and to demonstrate, through
our success, the contribution of worker co-operatives and Fair Trade to a
more equitable, democratic and sustainable world.

Guiding Principles

Trade directly with democratically organized small farmer cooperatives.
Facilitate access to credit for producer organizations.

Pay producers a guaranteed minimum price that provides a stable source
of income as well as improved social services.

Provide high quality food products.

Support sustainable farming practices.

Build a democratically-run cooperative workplace.

Develop more environmentally-sound business practices.



Example
Cooperative Home Care Assoclates

Cooperative Home Care Associates (CHCA) is a nationally
recognized, South Bronx-based owner home care agency.
Founded in 1985 to provide quality home care to clients by
providing quality jobs for paraprofessionals, CHCA now anchors a
national cooperative network generating over $60 million annually
In revenue and creating quality jobs for over 1600 individuals.

Goals

« Offer the highest possible salaries and benefits while building a
profitable worker-owned company;

« Give workers opportunities to learn and grow as members of a
health care team; and in doing so

* Provide reliable, high-quality home health care services to
Individuals who are elderly, chronically ill, or living with
disabilities.
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Plan for growth

Grow to serve your market, or to serve your mission

Most start-ups operate at a loss for some period

External forces may force growth: demand, market change
Better to plan for change than react to it

/ — Expenses

/r Income
A o »N & N > S & ¢
FEEE &N GFE TS
& b o o ¢ &



Getting start-up capital

Member equity: initial capital contribution

Cooperatives can pool member money as equity

Equity gives membership rights, not property rights
Co-op can lend equity to members, repaid through payroll
withholding over some period

Equity is "skin in the game" — it can be lost

Equity level should be accessible to future members
Question: should value of the equity grow?

Debt

Investor equity is hon-standard

Debt from lenders is available from some sources
Lenders will want some member equity at risk

Lending can be shared - primary / subordinate
Supporters sometimes will lend unsecured capital

5 Cs: Character, Collateral, Cash flow, Conditions, Capital



"Profit sharing"

Is it “Profit,” or “Surplus?”

* Business profits become equity as Retained Income - and
the value of the business increases

« Cooperative surpluses can be refunded to members as a
Patronage.

Member equity

 (Initial capital contribution, as mentioned previously)
 Retained patronage: member equity, held in the company
 The indivisible account: collectively owned equity

Sharing losses
* Net income, positive or negative, is distributed to members.



Income

The fIOW Of [ Profit } [ dSll;jrplus X }
surplus through the ”
cooperative

Patronage

[ Collective Allocation ] [Patmnage Allocation ]

/

{ Reported as Net Income Reported as Expense
Taxed as corporate mcome Taxed as personal income
Retained Patronage /
Retained Earnings / I Individual g Cash Payout
i at least 20%
Collective Account Capital Accounts

N\

[ Equity for operating capital J

Cash Payout

over time




Models for Everyday
Democratic Management



Governance

Matrix

Equal Exchange Governance Matrix
(approved by the Board of Directors, October 12, 2005)

While Equal Exchange encourages participation on many issues at all levels of the

company, this matrix describes the required roles in governance decisions.

The matrix is maintained by the Governance Committee; material changes are ratified by the Board

Key: | D | Decision Maker, also responsible for decision making process

R—| Ratifier, must formally approve or reject the decision
I | Required Input, decision maker must seek their input and counsel

e s 2 —
28| e8| 88| =3
- g 5 5§ g, = Recqmn!end places / people where you can
Decision oo | @6 | =6 | =8 ||provide input.
FINANCIAL
Create Annual Budgst D R 1 Department Head
Change Budget > 7% D R I Department Head
Out of Budget Borrowing > $15% of Equity D R OED, Board Member
Allocate Annual Class A Patronage Rebate I D | W/O Coordinator, Board Member
Allocate Annual Class B Dividend I D Investor Coord., OED, Board Member
PERSONNEL
Set/Amend Personnel Policy | D Personnel Committee, OED
Change Salary Max:Min Ratio 1 D | W/O Cocrdinator, Board Rep
Define Compensation Structure D R Department Head, Board Member
Define Compensation Philosophy I D |
CORPORATE ORGANIZATION
Amend Articles of Incorporation* D W/O meeting, Board Member
Amend By-Laws* D D W/O meeting, Board Member
Elect Directors to the Board D W/O meeting
Elect Chair of the Board of Directors D Board Member
Hire Executive Director(s) D | Board Member
Elect Company Officers D Board Member
Appoint Education Committee Chair D
Appoint Perconnel Committee Chair D
Appoint Governance Committee Chair D
Approve Szle of Class A Stock (Memberghip) D WI/O Meeting
Approve Sale of Class B Stock ] D
OPERATIONS
Change Organization Location D I R W/O Meeting
Add New Service or Operation D I R W/O Meeting
Add/Remove Producer Groups D
Add Product Line D | R I Product Mgmt Comm.

* By intent, either the Board, or the Worker-Owners may amend the Articles of Incorporation and By-laws.

you should ask.

Five Elements of Decision Making

When frying to understand a decision
to be made, these are five questions

nNhLn -

What is decision 1o be made ?

When will be made?

What are the forums for input and debate ?
Who makes the dacision?

What body, if any, ratifies the decision?




Accountability

360 Transparent Peer Reviews
Monthly Work Plans

Annual Goals

Measures of Success

Annual Elections

Responsibility



Fostering Cooperative Participation

« Board of Directors

* Worker Owner Cabinet
* Education Committee
 Exchange Time

* Owners Manual

* Mentor/buddy Program
* Library

* 10% Time




Pitfalls of Democratic Management

« QOverstepping authority
 Slipping through the cracks

 Whose job Is it, anyways?

YOUR NEHW OFFICE




Legal Form

Harvey Epstein
Director, Urban Justice Center



Why not go without legal form?

« Ambiguous financial and legal relationships lead to

problems down the line
* Unincorporated form can hampers growth and limit
the relationships you can form

« Default legal form leaves you open to liability



Choosing a legal entity

Sole proprietorship

Partnership

C Corporation

S Corporation

LLC

Cooperative
Corporation

Liability

Personal

Personal

Limited

Limited

Limited

Limited

Ownership

Proprietor

Partners

Shareholders

Shareholders

Members

Members

Transfer of
interest

No

As agreed

Yes

Yes

As agreed

As agreed

Corporate
income tax

No

No

Yes

No

No

Yes and no

Governance

Sole

As agreed

Shareholders

Shareholders

As agreed

Democratic



Steps to incorporation:

1.Decide Membership and governance structure
o Who can be a member?
o What are members’ rights and responsibilities?
o Who decides what? Committees? Elections?
o How are decisions made?

2. Decide Financial structure (equity? patronage? debt?)
o Do members contribute initial equity?

o Does the cooperative need start-up capital?

o How will patronage be distributed?

3. Create plain language bylaws

4. Consult with an attorney who is familiar with
cooperatives



Challenges and failures
In the worker cooperative development



Missteps happen...

1.Assemble an organizing group

2.Research business idea(s)' feasibility

3. Define membership and governance structure
4.Write a business plan

5.Incorporate legally

6. Set up financial systems

/.Raise start up capital

8. Start operating and implement business plan
9. Connect with your market and grow
10.Educate workers for participation (ongoing)
11.Adapt to the business climate (ongoing)



Presenters

Aaron Dawson - adawson@edqualexchange.coop
Equal Exchange W/O Manual:

Joe Marraffino - joe@american.coop

Democracy at Work Network - dawn.coop

Sponsors

Eastern Conference for Workplace Democracy - usworker.coop/east
Fund for Democratic Communities - f4dc.org

NYC Network of Worker Cooperatives - nycworker.coop

Occupy Wall Street Worker Co-operative Working Group
SolidarityNYC - solidaritynyc.org

Urban Justice Center Community Development Project -
urbanjustice.org

U.S. Federation of Worker Cooperatives - usworker.coop


https://public.me.com/starspeed

