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International Labour Organization
In its Promotion of Co-operatives Recommendation, 2002 (ILO 
Recommendation 193), the International Labour Organization 
recommends (amongst other things)

•	 Governments should provide a supportive policy and legal 
framework consistent with the nature and function of 
co-operatives and guided by the co-operative values and 
principles

•	 The adoption of measures to promote the potential of 
co-operatives in all countries, irrespective of their level of 
development, for a range of purposes including the creation of 
income-generating activities and employment, the development 
of human resource capacities and knowledge of co-operation, 
the development of business potential, the increase of savings 
and investment, and the improvement of social and economic 
well-being

•	 The promotion of co-operatives as one of the pillars of national 
and international economic and social development

•	 That Governments should facilitate access of co-operatives to 
support services, investment finance and credit.
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In 2009, the Indian government amended its constitution through its 
Constitution (111th) Bill, which made the right to form co-operative 
societies a fundamental right. The House also accorded the right to set up 
a specialised agency on the lines of the Election Commission which can 
conduct election of the co-operative societies. 
http://agricoop.nic.in/cooperation/hpcc2009new.pdf

One of the great successes of the 2012 International Year is that 
policy-makers and regulators are finally waking up to the difference that 
co-operatives make and the benefits they deliver. There is much already 
to celebrate here. However, assistance must be provided to law-makers 
and regulators, if the growing enthusiasm for the co-operative form 
of enterprise is to be translated into the types of supportive legal 
frameworks that will unleash the co-operative growth from which 
everyone will benefit.

We must stress at the outset that pursuing this agenda does not mean 
pleading for special treatment, subsidies or favours. Co-operatives are 
no more dependent on government assistance than any other business 
form. But no business exists in a regulatory vacuum, and business growth 
always depends on an infrastructure of rules and policies. For much of 
their history, co-operatives have succeeded in spite of legal frameworks 
that tend to be designed with limited companies in mind. The 
co-operative sector does not now expect or ask to tip the balance in its 
favour. It seeks a proper understanding by governments and law-makers 
of the economic and social benefits which the co-operative form can 
bring,32 and an appropriate legal framework which takes account of these 
benefits and speaks to a broader diversity of ownership forms than is 
currently the case.33
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The goal
There can be no one-size-fits-all, optimal regulatory or legal framework for co-operatives. Legislation 
both about the registration of co-operatives and about how they are treated in comparison with 
other entities is part of and specific to national jurisdictions and must be analysed as such. Therefore 
specific improvements must be identified and lobbied for at the level of nations, building directly 
on UN recommendations. However, good national registration and regulatory environments can be 
celebrated and highlighted, and national bodies supported by the ICA can engage with bad ones to 
promote change.

In addition to assessing the 
respective qualities of jurisdictional 
frameworks for registration, 
there is a role for the ICA in 
producing evidence for the public/
social value and sustainability of 
co-operatives (see Sustainability 
above), which will strengthen the 
case for government reform to 
support co-operatives, especially 
at a time of fiscal crisis when 
many states are looking for new 
forms of social security and 
public provision. A convincing 
case can be developed that 
co-operatives are more efficient 
than investor-owned businesses, 
once ‘social’ value is accounted 
for, and contribute significantly to 
public good.

Making this argument then 
provides a basis for considering 
how current national laws apply 
to co-operatives in a number 
of areas, and whether the 
contribution made to the national 
public good justify a different 
treatment for co-operatives. 
For example, this might justify 
different treatment in tax law34, 
or in competition and anti-trust 
law. It might also affect regulatory 
law applying, for example to 
the raising of capital, and the 
laws that cover contracting with 
governments.

The significance of this area 
should not be overlooked, 
because currently co-operatives 
can be disadvantaged as against 
other business entities. To provide 
a simple example, competition 
and anti-trust laws have gradually 

been introduced in many 
jurisdictions primarily to prevent 
private businesses trading for 
private benefit from exploiting a 
dominant or monopoly position 
and damaging the community’s 
interest by controlling access to 
goods and services. But whether 
it is appropriate that such laws 
should be applied in the same 
way to co-operatives, which have 

been established by communities 
to secure their own access to 
goods and services, is a matter for 
separate consideration. Another 
example is procurement laws 
applying to the outsourcing of 
public services: rules designed to 
promote open and transparent 
competition for providing such 
services should take account of all 
relevant factors.



legal framework     |     30

How might these goals be achieved?
Possible or indicative actions

•	 Assistance can be provided to registrars and 
regulators through

·	 the creation of an International Network for 
registrars and regulators35

·	 the development of Guidelines on how to 
apply the Principles

•	 Assistance can be provided to national 
parliamentarians, legislators and 
policy-makers through the comparative study of 
the way laws apply to co-operatives in different 
jurisdictions. 

·	F or example, in 2009 ICA Americas 
published a document setting out a 
Framework Law for Latin American 
countries, updating a previous version 
dating back to 1988.36 The Framework 
Law is not intended to be a model to copy 
by the lawmakers of other countries. Its 
purpose is to provide guidance on key 
aspects of co-operative legislation as derived 
from jurisprudence, academic studies, and 
comparative law.

·	A  further illustration is a recent initiative 
to establish a Study Group on European 
Co-operative Law (SGECOL), which will 
be looking at Principles of European 
Co-operative Law (PECOL) as its first research 
project.37 SGECOL’s general objective 
is to conduct comparative research on 
co-operative law in Europe, thus promoting 
increased awareness and understanding of 
co-operative law within the legal, academic 
and governmental communities at national, 
European and international level. SGECOL 
intends to achieve this objective through 
various research initiatives on co-operative 
law, beginning with the drafting of PECOL.

•	 Integrate the co-operative agenda into global 
development institutions, such as the World 
Bank, and with intergovernmental policy-setting 
bodies, such as G8 and G20.

•	 Develop the capacity to respond to co-operative 
opportunities created by global and regional 
political events and changes.

•	 Evidence could be published for the social and 
public benefit of co-operatives. This evidence and 
a body of literature should be built up to support 
arguments for the appropriate treatment of 
co-operatives in law in different jurisdictions and 
different stages of economic development.

•	 As referred to above under Identity, there is 
a need to establish an “irreducible core” 
of what it means to be a co-operative. This is 
clearly important as a basis for securing different 
treatment of co-operatives within national legal 
systems, because there needs to be a robust 
connection between the evidence of social and 
public benefit and the minimum criteria for being 
treated as a co-operative. This will be essential 
where, for example, different fiscal or regulatory 
treatment is afforded to co-operatives, because 
otherwise there will be false claims to entitlement. 
This is a particularly difficult area to address, as 
is highlighted in a recently published paper by 
Antonio Fici.38

•	 A mechanism or tool should be developed to 
evaluate national legal frameworks and the 
extent to which they are enabling and supportive 
of co-operatives. A league table of jurisdictions 
could be compiled to highlight the stronger and 
weaker ones, which would be a good way to 
highlight the poorer performers and provide an 
opportunity to engage with them in political 
advocacy based on demonstrable factors

•	 Establish a co-operative knowledge databank 
to measure and demonstrate impact and facilitate 
knowledge transfer.

“a body of literature 
should be built up to 
support arguments 
for the appropriate 
treatment of 
co-operatives”



5. CAPITAL
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“Secure reliable co-operative 
capital while guaranteeing member 
control”
Businesses cannot function without capital, and co-operatives are no exception. Whilst they have 
the ability to borrow (loan capital), as well as meeting working-capital requirements they need to 
fund their long-term business for which purpose they generally need some form of long-term risk or 
loss-absorbing capital. Co-operative capital generally comes from either members by way of share 
capital, or retained earnings (reserves).39 By definition, retained earnings take time to build up, and 
are obviously not available at start-up. Historically, co-operatives were funded by cash deposited 
by members, at a time before high street banks met this need. Members kept their savings at the 
co-operative, and could withdraw them as and when needed.

Withdrawable share capital, with 
limited exceptions, no longer 
provides the capital needed. The 
wide-spread availability of financial 
institutions and services means 
that people no longer need their 
co-operative to be a safe-haven 
for their cash. Capital that can be 
withdrawn at will in the modern 
context will not usually provide a 
sufficiently stable basis for funding 
a business. Co-operatives in 
many jurisdictions therefore face 
a problem in terms of access to 
capital.40

Investor-owned businesses raise 
capital from those who are 
looking for a financial return. This 
may be in terms of income from 
dividends, or capital growth in 
the value of the business over a 
period of time, or a combination 
of the two. Traditional “equity 
capital” provides these benefits, 
and is based on the principle that 
ownership of a share entitles the 
investor to a proportionate share 
of the underlying capital value of 
the company, and a proportionate 
share of any profits distributed by 
way of dividend.

Co-operative capital is different in 
relation to both of these principles.41 
First, a member is generally only 
entitled to receive back from the 
society the amount of money 
deposited or subscribed for shares. 
So there is no entitlement to a share 

in underlying value. Second, whilst 
co-operatives can pay interest on 
capital, under the 3rd Co-operative 
Principle members receive “limited 
compensation, if any, on capital 
subscribed as a condition of 
membership”. To the extent that 
profits or surplus is distributed to 
members, that distribution is in 
proportion to the members’ trade 
with the society.

When compared with company 
equity capital, co-operative 
capital does not offer to investors 
comparable economic benefits. As 
a result, it is not as economically 
attractive, and of little interest to 
investors.

But what co-operatives have to 
offer society at large (rather than 
just to profit-seeking investors) 
clearly is attractive, when 
compared to the wider impacts of 
investor-owned businesses, for all 
the reasons set out above. How 
do we bridge this gap?

“We need capital that is socially constructive rather than destructive 
and more stabilising rather than destabilizing.  We need capital 
that is restrained, limited and controlled and directed to meeting 
human need rather than human greed.  Co-operative capital is 
constructive, stabilising and restrained.  The world needs more 
co-operative capital and ways of diverting savings from becoming 
investor to becoming co-operative capital.” 
Webb and others (2010) Co-operative Capital: What it is and Why 
our World Needs it
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What is the goal?
It is easy to make this subject complex, technical, even somewhat mysterious – a search for the Holy 
Grail. Essentially, it involves matching our needs as citizens for a safe place to keep the money we 
don’t need right now but which we will need in the future, with the needs of businesses which require 
capital to develop and to meet our changing needs.

The history of the last 150 years or 
so has been one of turning people 
into investors. “Invest” generally 
means placing money somewhere 
where it seeks to get the best 
return. It is the word generally 
used in relation to putting money 
into company shares. Most 
people in developed economies 
have become investors, whether 
intentionally or not, through 
their retirement savings and 
other financial products such 
as insurance provided by the 
investor-ownership model. 
Maximising profits with our 
savings has become the norm, 
and we are addicted to it. But 
over the last four years, economic 
volatility has revealed the 
weakness of this model – there is 
now a clear need for something 
better.

Finding a successful model 
means not just changing 
how businesses operate, by 
establishing businesses which, like 
co-operatives, are more likely in 
the longer-term to meet human 
needs; it also means changing 
how people behave. We all need 
to stop behaving as investors 
looking to maximise gain; if we 
want a better world, we need to 
place our funds where they are 
more likely to build a better world. 
They won’t do that if we invest 
them in equity shares.

If it was not for the fact that there 
is powerful evidence that people 
are already changing what they 
do with their money, this might 
seem to be a hopelessly idealistic 
proposition. But attitudes to 
wealth, money and where people 
keep it are changing dramatically. 

From the Giving Pledge of Bill 
Gates and 30 other US billionaires 
to give away at least 50% of their 
wealth to charity, to the response 
of ordinary people to the tsunami 
in 2004, the earthquake and 
tsunami in Japan in 2011 and 
other major disasters. From the 
outrage in the financial pages 
of leading newspapers at the 
behaviour and remuneration of 
bankers, to the Move Your Money 
campaign,42 and the Occupy 
movement. We are living through 
a time of great change, where 
popular attitudes and motivation 
are changing.

Capital instruments need to be 
in tune with the attitudes and 
motivations of the day. So the goal 
is to provide a credible proposition 
for a co-operative future which 
people can recognise, understand 
and believe in (see Chapter 3 
above), and then provide the right 
mechanism through which they 
can use their funds to secure that 
future. This means a financial 
proposition which provides a 
return, but without destroying 
co-operative identity; and which 
enables people to access their 
funds when they need them. 
It also means exploring wider 
options for access to capital 
outside traditional membership, 
but without compromising on 
member control.

This is the context in which 
appropriate financial instruments, 
through which people can fund 
co-operatives, are essential. This 
is territory already much explored 
by companies, but similar time 
and energy has not been applied 
in the co-operative sphere. 

Instruments are needed, which 
provide the facility for money 
to be put into and paid out of 
co-operatives, and which

•	 Provide a stable basis 
for the business of the 
co-operative

•	 Provide an appropriate 
“exit” for the provider of 
funds, in a context where 
a market in shares is not 
really appropriate, and

•	 Do not impair or 
undermine the 
co-operative nature of 
the entity, including 
control by members 
and commitment to the 
co-operative identity.
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How might these goals be achieved?
Possible or indicative actions

•	 Promoting and encouraging 
generally the funding of co-
operatives by existing members

•	 Ensuring that co-operatives 
have a clear proposition to 
make to providers of funds

•	 Promoting the inter-change 
of ideas and experiences 
between jurisdictions in 
relation to capital and financial 
instruments

•	 Developing a modern generic 
financial instrument which 
is classed as risk capital 
and meets the needs of 
co-operative businesses and 
co-operative funders

•	 Developing a range of variations 
to the generic model to suit 
different sizes of co-operative 
and sectors

•	 Identifying institutions which 
can act as aggregators or 
intermediaries for businesses 
(large and small) needing 
capital

•	 Utilising the Global 
Development Co-operative 
Fund to demonstrate 
establishment of the 
co-operative as an asset class

•	 Undertaking research on 
changing attitudes and 
motivation for funding, and 
for new financial instruments

•	 Reviewing risks and 
opportunities created by the 
use of subsidiary corporate 
entities, and other group 
structure arrangements, and 
the creation of co-operative 
groups or clusters to address 
capital accumulation

•	 Building the case for 
co-operative capital as 
an inspirational model, 
compared with debt and 
profit-seeking capital

•	 Creating a co-operative specific 
index to measure growth and 
performance

•	 Advocating for accounting 
standards that recognise 
the unique attributes of the 
co-operative model.

•	 Accelerating global trade 
between co-operatives 
through broker arrangements 
and shared service structures 



CONCLUSION
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2020 Vision: Blueprint for a 
Co-operative Decade is unashamedly 
ambitious.
When the co-operative pioneers first implemented their new ideas, those ideas provided a way for 
people to meet their needs where investor-owned businesses were failing them. 

Today, those ideas are needed 
by all people. It is the global 
community which has been 
failed by the traditional way of 
doing business, where profits 
and growth are more important 
than sustainability, and the 
private interest of some is more 
important than the public interest 
of everyone. 

Co-operative ideas work; but 
most people do not know that 
today. That is why this Blueprint 
is an ambitious plan to clarify 
the co-operative message and 
broadcast it to a world community 
which currently cannot imagine 
what it can achieve. 

But it is also an ambitious plan to 
equip people with the means to 
do what their imagination will tell 
them is possible; and a plan to 
enable all people – women and 
men, older and younger people – 
to overcome the obstacles which 
might hinder them from realising 
what they know is possible.

The International Year of 
Co-operatives was a catalyst for 
co-operatives and for people who 
believe in the idea of co-operation. 
It became the platform to launch 
a Co-operative Decade. The 
time and the situation call for 
an ambitious plan, and that is 
why the ICA is adopting such a 
challenging Blueprint.

This is a document which the ICA 
cannot take forward on its own. 
The ICA certainly has its own role 
to play, and has every intention of 
rising to the challenges presented. 

But for this Blueprint to be 
meaningful and effective, it needs 
to be taken up and endorsed 
by national bodies, by individual 
societies, and by all people who 
believe in the co-operative way 

of doing business. Co-operatives 
must lead the way by co-operating 
amongst themselves.

All of us now have a role to 
play to secure the 2020 Vision.



International 
Co-operative 
Alliance



Policy makers, academics and citizens more generally 
are showing increasing interest in the participatory 
approach to stakeholder involvement created by 
co-operative and mutual enterprise. Sea changes in 
the UK and global economies have reinforced the 
importance of the co-operative and mutual business 
sectors, with their high standards of corporate 
ethics and community responsibility and long-term 
sustainable strategies. This changed environment 
offers an unprecedented opportunity for thought 
leadership, provided it is empirically based, grounded 
in world-class research and analysis, and validated 
through a rigorous curriculum reflective of the sectors’ 
performance needs.

The principal activities of the Oxford Centre for 
Mutual and Employee-owned Business are thus 
research and professional development via tailored 
short courses and educational programmes focused 
on the business needs of the co-operative and mutual 

sectors. With a commitment to applied knowledge 
and dissemination, the Centre runs conferences, 
seminars and guest lectures and promotes networking 
and partnering within and beyond Oxford. The aims 
of the Centre are to:

•	 Provide research into the performance of the 
co-operative and mutual sectors

•	 Deliver a curriculum that is closely matched to the 
needs of relevant businesses and the development 
of their current and future leaders

•	 Encourage debate and advance new thinking 
about co-operation and mutuality 

•	 Work with existing co-operative and mutual sector 
experts to create a global network of academics, 
practitioners and policy makers

International Co-operative Alliance     |     38

The International Co-operative Alliance (ICA) is an independent, non-governmental organisation established in 
1895 to unite, represent and serve co-operatives worldwide. It provides a global voice and forum for knowledge, 
expertise and co-ordinated action for and about co-operatives.

ICA’s members are international and national co-operative organisations from all sectors of the economy, 
including agriculture, banking, consumer, fisheries, health, housing, insurance, and workers. ICA has members 
from one hundred countries, representing one billion individuals worldwide. One hundred million people work 
for a co-operative locally.

The Centre for Mutual and 
Employee-owned Business

The Centre is based at Kellogg, one of the University of Oxford’s largest and most international graduate 
colleges. Kellogg College supports the lifelong learning work of the University, giving opportunities for 
the continuing education and professional development of mature and part-time students.
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Statement on the Co-operative 
Identity
Definition
A co-operative is an autonomous association of persons united voluntarily to meet their common 
economic, social, and cultural needs and aspirations through a jointly-owned and democratically-
controlled enterprise.

Values
Co-operatives are based on the values of self-help, self-responsibility, democracy, equality, equity and 
solidarity. In the tradition of their founders, co-operative members believe in the ethical values of 
honesty, openness, social responsibility and caring for others.

Principles
The co-operative principles are guidelines by which co-operatives put their values into practice.

1. Voluntary and Open Membership
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 religious discrimination.

2. Democratic Member Control
Co-operatives are democratic organisations controlled by their members, who actively participate in 
setting their policies and making decisions. Men and women serving as elected representatives are 
accountable to the membership. In primary co-operatives members have equal voting rights (one 
member, one vote) and co-operatives at other levels are also organised in a democratic manner.

3. Member Economic Participation
Members contribute equitably to, and democratically control, the capital of their co-operative. At least 
part of that capital is usually the common property of the co-operative. Members usually receive limited 
compensation, if any, on capital subscribed as a condition of membership. Members allocate surpluses 
for any or all of the following purposes: developing their co-operative, possibly by setting up reserves, 
part of which at least would be indivisible; benefiting members in proportion to their transactions with 
the co-operative; and supporting other activities approved by the membership.

4. Autonomy and Independence
Co-operatives are autonomous, self-help organisations controlled by their members. If they enter into 
agreements with other organisations, including governments, or raise capital from external sources, they do 
so on terms that ensure democratic control by their members and maintain their co-operative autonomy.

5. Education, Training and Information
Co-operatives provide education and training for their members, elected representatives, managers, 
and employees so they can contribute effectively to the development of their co-operatives. They 
inform the general public - particularly young people and opinion leaders - about the nature and 
benefits of co-operation.

6. Co-operation among Co-operatives
Co-operatives serve their members most effectively and strengthen the co-operative movement by 
working together through local, national, regional and international structures.

7. Concern for Community
Co-operatives work for the sustainable development of their communities through policies approved by 
their members.


