100 million jobs

The contribution of cooperatives to
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Thank you for inviting the ILO to share with youfanmation on the important
contribution that cooperatives making to employneeation today and in the future and
why the ILO supports and works closely with the pa@tive movement.

Significant Employers

ILO estimates that 100 million jobs are provided by
cooperatives — more than 20% more than MNCs
Significant employers in many countries

Largest private employer in Switzerland

Second largest employer in Colombia

Indian dairy co-ops generate jobs for 12.96 million families

Over one million jobs in France and ltaly

Largest employer in province of Quebec (Canada)

Provide 71% of all jobs in the state of Wisconsin (USA)

Jobs are created are through self-employment,
salaried, indirect and induced employment &’ﬁ@
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The cooperative form of enterprise despite its iigant and positive impact on
economic and social development continues to benuitised and poorly understood.



Few today are aware that an estimated 100 millatns jare provided by cooperatives to
salaried employment — which is 20% more than maftomal corporations. This is in
fact a conservative figure considering that coopera provide not only direct
employment, but also self-employment, indirect amliced employment. For example,
in agriculture where the majority of cooperatives atill found, cooperatives maintain
farmers’ ability to be self-employed given that foany farmers the fact that they are
members of a cooperative and derive income fronmsémeices, allows them to continue
to farm and contribute to rural community developiméAnd in both urban and rural
contexts, the impact of cooperatives in providingome to members creates additional
employment through multiplier effects including bhiag other enterprises to grow and
in turn provide local jobs — the indirect employrheapacity of cooperatives.

Many are also unaware of the significant impact tt@operatives have on national
economies and in particular their impact on empleytm In a number of countries,
cooperatives are sizable employers, for examplep@&atives are the largest private
employer in Switzerland, the second largest employ€olombia; in India the dairy co-
operatives alone generate nearly 13 million jobrsféom families, while in France and
Italy they provide for over a million jobs to cite few salient facts At the state,
provincial and local levels, they too are signifitas is the case in Quebec, Canada
where a financial cooperative, The Desjardins Grizufhe leading employer, or in the
US State of Wisconsin where 71% of all jobs arelatted to the cooperative sector.

Flexible form of enterprise

Bring together individuals, a group of enterprises
(shared-service co-ops) or a multi-stakeholder
group (individuals, enterprises, local authorities,
etc) in community-based co-ops

Finds renewed resonance in today'’s globalized
world to address today’s challenges —
unemployment, youth employment, informal
economy, gaps in social protection, rural
employment .....
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From an employment perspective and indeed a dewenpperspective in general, the
cooperative form of enterprise is particularly netting as it is an entrepreneurial form
that is flexible; it can be used for virtually atype of economic activities — agriculture,



finance, insurance, consumer, social care, hettrjsm, biofuel, child care, funeral
services, orchestras, football clubs, etc. Thetsp®f cooperative activity is wide.

Although principally set up by individuals who owand democratically control the
enterprise, the model has shown it adaptabilitypbyng used as a means for enterprises
to also pool capital and create commonly controbediness — for example auditing
firms forming KPMG; hotel chains creating a cooperato handle reservations, etc.
More recently, new forms of cooperative enterprisage been set up as a response to
community development opportunities or challengéene individuals, enterprises and
local authorities form cooperatives to provide go@ehd services that otherwise would
not be provided by other forms of enterprise. Thewsdti-stakeholder cooperatives or
community interest cooperatives are often the opigvider of services in rural
communities given that commercial companies mag firtoo costly to invest in these
areas or expect insufficient return.

There is also a renewed interest in the cooperéive of enterprise in recognition of its
potential to address today’s challenges.

For example an area of concern for the ILO is thewihg informal economy. It

estimates that between one-half to two-thirds efwlorld’s workforce is in the informal

economy. Organizing these workers to ensure béttelihoods and access to social
protection is a global challenge and one which dbeperative form of enterprise can
address.

Cooperatives have proven to be a means for infoeoahomy actors to join the formal
economy in many countries around the world asnititeto be more easily accessible to
informal actors than other forms of enterprise.capital requirements are minimal for
cooperatives — at least for the starting phased- @ an initial lack of skills can be
overcome by information, training and educationgpams offered in most countries by
governments, cooperative movements, and other@rnial economy actors have
relatively easy access to a form of organizationctvimay be registered in most, if not
all countries, and thereby acquire legal statusa ekample of a recent initiative of
transitioning informal workers is the ILO joint trative, Syndicoop. The ILO is working
together with trade unions and cooperatives to &ize informal workers through
cooperatives. It has been successful in East &faied is now being expanded to also
include Asia.

The ILO too is concerned about rural unemploymeiat laow to ensure that decent jobs
are available in rural areas. Here too, the cadper model is an option by virtue of the
integral relationship between a cooperative andotemunity. Cooperatives are rooted
in their communities. They offer jobs to local p&n They tend to be more stable
employers especially in rural areas as their meséex in the community where they are
located. As individuals and enterprises in a palar community form cooperatives to
serve their needs, cooperatives are less likekelmcate to lower wage areas, but find
innovative ways to retain jobs and remain competiti They also assist in circulating



financial resources locally. The services and petgloffered assist in keeping money in
the community and so promote further employmenoapipities in other enterprises.

With regard to youth employment, cooperative toovjate an option. A few years ago,
the Ford Foundation asked college aged people thbgtwanted in a work environment.
They spoke of accomplishing something worthwhilelebrating community, learning
new skills and expanding knowledge, feeling needed able to make a real
contribution. Young cooperators have echoed thid have found that cooperatives
provide the basis for attaining their goals. Intfat the International Co-operative
Alliance Youth Conference held in Oslo in 2003, §oao-operators noted

“Young people are passionate about cooperation VBecause it puts people first and
cares about the environment in which we live. Cerapive values and principles make
peoples’ right to enjoy life in a decent way, alitgd

A more recent study on youth and cooperatives ooefil the sentiments expressed by
these cooperators. It noted that young cooperdimuad that cooperatives allow
creativity and innovation and the opportunity sfadductive enterprises.

Enterprises with a difference

The cooperative organizational model and
the decent work paradigm are based on
common values

Fair wages

Secure jobs

Social protection

Voice and participation

Equality of opportunity
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However, for the ILO and indeed the internationammunity, the key is not just to
provide any kind of job, but to provide decent jolds this regard, the ILO recognises
that the cooperative organizational model and theedt work paradigm are based on
common values. These values are translated in&tilmgeand maintaining quality jobs in
cooperatives worldwide — jobs that are productind deliver a fair income, security in
the workplace, social protection for families, ketprospects for personal development,
social integration, freedom for people to exprdssrtconcerns and participate in the



decisions that affect their lives, and equalityopportunity and treatment for all women
and men.

A recent Fortune survey on the top employers of theted States confirms that
cooperatives are among the best employers. Thrabeo1l00 enterprises listed are
cooperatives. Considering the vast number of priges in the US, this is indicative of
the how cooperative put their values and principtes practice by providing their
employees with superior conditions of work in terwfsbenefits outside of salaried
remuneration including excellent pension plans)dclkare, full coverage health care,
access to health improvement facilities and flexibbnditions of work to name only a
few.

The social protection capacity of cooperativesnigther area of particular interest to the
ILO; and with 80% of the workers not covered byiabprotection today, this remains a
pressing issue. In line with the self-help pritejgooperatives have traditionally catered
for the social security of their members and tli@milies. They do so by setting aside
money for the access to health care, educatioricariie payment of pensions, for group
insurance schemes for their members and by neiggtisisurance conditions on behalf
of their members.

Indeed some cooperative legislation even providethe usage of surplus to be spent for
these purposes, if not by prescribing it, at I&gsgiving incentives to cooperatives to act
in this manner. Worthy of note too is the initvatibeing taken in Latin America in the
development a model cooperative law, where socakption will be included.

Sustainable enterprises

Stability and longevity of enterprises

Rooted in community, do not delocalise to
lower wages

Contribute to community development
especially in rural areas

Tried and tested model
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Cooperatives have in many cases also proven tlegt thve the capacity to maintain
employment as sustainable enterprises. A Canadiagrgment study concluded that:

» Co-operative businesses tend to last longer thher diusinesses in the private
sector.

* More than 6 out of 10 cooperatives survive more the years, as compared to
almost 4 businesses out of 10 for the private seotQuébec and in Canada in
general.

e More than 4 out of 10 cooperatives survive morenth@ years, compared to 2
businesses out of 10 for the private sector

The stability of the cooperative enterprise indechby a low number of bankruptcies and
the longevity of cooperatives is attributed in garthe fact that they are locally rooted in
their communities. As mentioned previously, coopees are less likely to relocate to
lower wage areas, but find innovative ways to rejabs.

A 2007 International Monetary Fund research studygaoperative financial institutions
has equally noted the stability of cooperativesconcluded that cooperative banks are
more stable than commercial and savings banks. i$hdse to much lower volatility of
cooperative bank returns which offsets their re&yi lower profitability and
capitalization. Lower variability is thought to lie to cooperative banks passing on
most of their returns to customers but are ableetoup that surplus in weaker periods.
This result also reflects the mutual support medmas that many cooperative banks
have created. As sound financial institutions, @vapve banks enable small
entrepreneurs to access financing for growth, tbosindirectly creating conditions for
employment creation.

Others studies note that cooperative stability resalt of a number of features, among
which include:

* low transaction costs because cooperatives are sremsier driven.

» strong user loyalty and commitment as they are neeshiip organisations.

» cooperative specific social management and finarmimlit and professional
advice by cooperative auditors

» avoiding the negative sides of the investor versamber user conflict

* emphasis on creating surplus instead of profit

» identification of member employees with the emptospecially in the worker
cooperative context

» people-centred focus of cooperatives in relatiamghie fact that increasingly
knowledge drives productivity.

* inter-cooperative solidarity, for example fund &yst to operate in case of
financial difficulties

» that main constituent parts of capital are not neobnember shares cannot be
traded; and that

» the reserve fund is indivisible.



These are all factors which result in cooperatiVesgevity and stability in the
marketplace.

ILO mandate

Cooperative mandate in ILO Constitution
since 1919

ILO participation in interagency coordination
on cooperatives through COPAC since 1969

ILO Recommendation 193 on the Promotion
of Cooperatives
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However, the recognition that cooperatives arenaportant model of enterprise is not
new to the ILO. Its activities in promoting and popting cooperatives are long-standing.
In fact the ILO constitution since 1919 mandates trganisation to work with
employers, workers and co-operators. Cooperativesefore, are not a new form of
entrepreneurship but a tried and tested model wittcess as well as an interesting
innovation capacity to enable it to address thengimy needs of society. Therefore, the
fact that cooperatives are already currently progdl100 million jobs in direct
employment shows the potential of the model togasingly serving peoples needs for
goods, services and livelihoods including providmgre jobs.

It is also worthy of note that the ILO is not aldeeddressing the cooperative issue. It is
is one of the founders of the international intgeracy committee, the Committee for the
Promotion and Advancement of Cooperatives, COPA@vas founded in 1971. The
members of COPAC include the ILO, UN, Food and égiture Organization of the
United Nations, the International Co-operative &iice and the International Federation
of Agricultural Producers. Together they work @uf strategic areas: policy, information
exchange, inter-agency technical cooperation aradevess-raising.

COPAC’'s work is on-going as there continues to bescanceptions about the
cooperative enterprise. As the World Bank DevelepmReport 2008 notes that so
called cooperatives that were government controlesle rarely successful and that



political interference and elite capture resultecpoor performance and discredited the
movement. It states, Governments’ interference doperatives management must be
removed, a difficult process that requires confraptpowerful, vested individual and
political interests. True cooperatives, those #i& autonomous, member-owned and
controlled, and democratically operated have tpacidy to make real contributions.

However, policy makers too need to be remindechefdpecificities of the cooperative
form of enterprises and that these require apprtgpolicies to address their distinctive
nature — capital issues, social concerns, audisisiges - policies that will not hinder the
formation or growth of cooperatives or compromibkeirt existing contribution to job
creation and retention and development in general.

ILO focus

ILO Recommendation 193, « The Promotion
of Cooperatives » to increased awareness
and understanding of cooperative model of
enterprise
Appropriate policy and legislation and its
application
Cooperative education in national curricula
Statistical information
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Here the instruments approved by the UN and theda@assist in providing guidance to
policy makers. Both the UN Guidelines aimed atting a supportive environment for
the development of cooperatives and the ILO Recamdaigon 193 on the Promotion of
Cooperatives pinpoint key areas in policy that easure that cooperatives are able to
develop and contribute to national economic andasdevelopment including particular
guidance on policy and legislation which impacteperatives and the need for a broader
knowledge on cooperatives. In this regard, botkemaference to including the teaching
of cooperatives in national school curricula atlallels, as well as the integration of
collection of statistical information on cooperatvin national statistical programmes as
a means to better understand and take appropoéty pneasures to enable cooperatives
to contribute to national economies. The ILO haheady assisted more than 70
countries in the revision of legislation, but stilbre work is needed.



There are many ways of organizing economic acdisiti The cooperative form of
enterprise provides one option for people throughilslp, to serve their needs, improve
their livelihoods, offer job opportunities and prot@ national economic and social
development. It is one form of enterprise thatiteevur full attention to ensure that
people around the world have the option to make thees better through cooperative
enterprise.

Thank you.

More Information

COOP

International Labour Office (ILO)
Geneva, Switzerland

Web: www.ilo.org/coop

Email: coop@ilo.org
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