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WWHHYY AA PPUUBBLLIICCAATTIIOONN OONN CCOO--OOPPEERRAATTIIVVEE

GGOOVVEERRNNAANNCCEE

The idea to write this short booklet comes from the interest shown by Euro Coop
members towards this current and controversial issue.

As jointly-owned and democratically-controlled
enterprises, consumer co-operatives follow the specific
principle of consumer representation: each co-operative
member has in fact a right to vote under the clause "1
member, 1 vote". This basic principle, which
characterizes the governance of co-operative enterprises,
has raised several considerations on the best way to
manage co-operatives.

The aim of this booklet is to present the current reflections undertaken and to
analyse the future stakes of the co-operative governance. Of course, it will not
constitute a ready-to-go solution to all co-operative problems but it will hopefully
be a good starting point to raise a fruitful debate around the identified issues.

CCOO--OOPPEERRAATTIIVVEE GGOOVVEERRNNAANNCCEE:: AA DDEEFFIINNIITTIIOONN

The term "governance" is a very adaptable one. It is used in connection with
several contemporary social sciences, especially economics and political science.
It comes from the need of economics and political science for an all-embracing
concept capable of conveying diverse meanings not covered by the traditional term
"government".

Referring to the exercise of power overall, the term "governance", in both
corporate and State contexts, embraces action by executive bodies, assemblies
and judicial bodies.

Corporate governance refers to the way in which organisations are governed and
powers are distributed and exercised by different groups.

Co-operative governance implies therefore rules, tools and concrete procedures
through which co-operative societies are managed. Governance must be consistent
with values, principles and the mission of consumer co-operation, in order to
allow their correct implementation.
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GGEENNEERRAALL PPRRIINNCCIIPPLLEESS OOFF GGOOOODD GGOOVVEERRNNAANNCCEE

FFOORR CCOO--OOPPEERRAATTIIVVEESS

Co-operatives are organisations that belong to the members, who influence and
control co-operatives’ activities at every level. They run a particular type of
business which is aimed at conciliating the need to be healthy commercial
enterprises with the primary objective to be of use to its members and defend
their interests.

Co-operatives are based on the values of democracy, equality, social
responsibility, equity and solidarity and the co-operatives general principles of
good governance are guidelines by which co-operatives put those values into
practice. All co-operatives should manage their business following these 5
principles:

1) Openness _______________________________
Co-operatives are organisations which membership is open to any person able to
use their services and willing to accept the responsibility of it. They follow an
equal opportunity policy, promoting non-discriminatory employment procedures
and practices (religious belief, gender, ethnic origin…).

2)  Participation ___________________________________________

Members’ involvement is key to a successful co-operative
enterprise and members should be encouraged to
actively participate to the co-operative democratic life.
Members’ democratic participation represents indeed a
fundamental part of the co-operative identity, as co-
operatives found their power in a strong member base.

In addition to that, members’ economic participation constitutes a further
obligation for co-operatives to meet members’ needs.

3)  Member representation and democratic
principle________________________________

Members’ participation in the management of their co-operatives is ensured
through a complex process of representation, which can differ from one country
to another or from one co-operative enterprise to another, but which is always
seeking to ensure that co-operatives’ activities meet consumers needs and
interests.
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The basic principle of consumer representation is that each co-operative member
has a right to vote. Co-operatives belong to their members and this is the reason
why members should be fully integrated and represented in the policy process.

4)  Transparency ___________________________
Employees and members should be regularly informed and made participative
through active explanations about policies and actions undertaken. Top managers
have a high responsibility vis-à-vis co-operative members and must therefore
ensure that those policies and actions are coherent with the co-operative
philosophy and values and satisfy member needs.

TTHHEE CCOO--OOPPEERRAATTIIVVEE SSPPEECCIIFFIICCIITTYY:: IISSSSUUEESS TTOO

TTAACCKKLLEE AANNDD PPOOSSSSIIBBLLEE SSOOLLUUTTIIOONNSS

1) Real participation of members __________
Real participation of members to co-operative life is a point
of capital importance as in co-operatives the link between
the base (members - owners) and top management structures
has to be constantly assured.

As co-operatives grow in size, number of members and
geographic implantation, it becomes more and more difficult
to ensure there is a constant link between the base
(members – owners) and top management positions and
therefore real participation of members to co-operative life
could be jeopardised.

GGUUIIDDEELLIINNEESS __________________________________________________________

Members’ participation should be supported by all means. General assemblies
must be organised at least once a year, and members should be encouraged to
actively participate in them.

It is vital for co-operatives to establish a system guaranteeing that local members
can participate in the general assemblies or at least of ensuring that their
opinions are duly taken into account, as co-operatives find their specificity in
their local implantation.

A two-layer or three-layer system with national, regional or local assemblies
should be established if the geographic dispersion of the co-operative hinders
participation.
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Representatives or delegates from the lower layers should be able to participate
in the upper layers to guarantee that the democratic system is maintained at each
level and that members are able to effectively monitor co-operatives’ activities.

During election processes, voting practices should be made easier and more
flexible in time and technique, in order to allow a great number of members to
participate.

Ballot boxes should be fixed in different places such as co-operative stores and
head offices and posting voting should be organised for members unable to attend
the election. Moreover, new voting practices through IT-tools should be promoted
such as on-line or telephone voting, in order to facilitate members participation.

Members should be also informed of the place and addresses of election early
enough through post, information in co-operatives stores (posters, leaflets…) or
internet (email, website…).

2)  Social reporting_______________________
Social reporting is the systematic communication of a company’s
social, environmental and ethical impact and its commitments
to enhance that capacity in the future. Consumer co-operatives
are increasingly involved in elaborating this kind of publications,
which loyally reflect their general objectives and philosophy.

Taking care of social aspects has always been a prerogative of
consumer co-operatives, which, for their specific nature, see in

society their most important value and strength.

Social reporting is not yet a widespread practice. Although social activities
constitute a considerable part of their action, some co-operatives still include
social indicators in their annual report without however dedicating a specific
section to them.

GGUUIIDDEELLIINNEESS __________________________________________________________

A yearly Social Report should be elaborated reflecting the co-operatives’ activities
in the social area. This is a great opportunity for co-operatives to express
themselves as an alternative business and societal model.

Most co-operatives carry out a big number of social activities. For this reason, it
is advisable to let this strong co-operative specificity emerge and then start
enucleating and classifying social parameters in which to include, for example,
also environmental indicators.

These first steps could be then beneficially strengthened through the setting up of
specific co-operative indicators, so as to underline the difference between co-
operatives and other kind of businesses.
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Another aspect that could be constructively included in social reports is
benchmarking with other co-operative organisations: this would result in a
feeling of transparency and openness towards the general public and would
contribute to a reinforcement of the “co-op brand”. This would then turn out to
be a solid communication tool to express co-operative values and diversity.

3)  Recruitment of top manager positions ___
Top manager positions are the leading engines of every company and, even if in
co-operatives there should be a strong control of the base over managing positions,
their role remains nevertheless of capital importance.

In some co-operatives recruitment at the highest levels does not take into due
consideration skills and experience but rather personal trust and reliability. Besides
that, managers hired generally lack co-operative knowledge due to their previous
academic and/or professional experience. Another aspect that is often neglected
relates to criteria like religion, age, sex, and ethnic origin, which are seldom taken
into consideration.

GGUUIIDDEELLIINNEESS __________________________________________________________

Skills and experience should be the first criteria to be taken into consideration
when recruiting top managers.

Specific training should be provided for the development of a solid co-operative
knowledge, as this is fundamental to make managers aware of the particular
philosophy inspiring the co-operative business.

A responsibility scheme should though be put in place to ensure accountability of
the managers to the board.

Elements relating to religion, age, sex, and ethnic origin should also be
included in the selection criteria especially in countries where the preservation of
diversity and pluralism represents a particularly sensitive issue.

4)  Composition of the board ______________
The board is the executive body of a company and therefore the competences and
composition of its members are matters of the utmost importance.

Some of the problems that emerged from the discussions are particularly related to
the size and composition of the board. In fact, in a number of cases boards result
to be too large and therefore ineffective or too slow in relation to the tasks they
are called to fulfil.
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GGUUIIDDEELLIINNEESS __________________________________________________________

The board size should reflect the co-operative societies’ nature, complexity and
scale. It must not be too large in order to ensure the necessary flexibility in
seeking compromise.

The board should retain a full and effective control over the co-operative society
and the executive management should refer to it. Directors should examine the
performance of the executive management in meeting co-operatives’ objectives
and should have the necessary competences and powers to challenge it, if
necessary.

The board should remain independent from the management team and thus hold a
part of the meetings not at its presence.

The board meetings should have a regularity and periodicity that enables it to
respond adequately and timely to the problems that arise.

5) Training provided to board members _____
Training is an essential part of a company’s activities as it allows
members to constantly keep up with the times and be ready to
face new challenges in a fast-changing world. Due to the
executive tasks they fulfil, a specific training to board members
has to be regularly provided for.

Some co-operatives still do not have specific training courses,
while others find it difficult to establish a real programme of
training activities or training is not given the attention it would
deserve. Besides that, it occurs that board members lack
knowledge of co-operative issues as well as business issues.

GGUUIIDDEELLIINNEESS __________________________________________________________

Co-operatives should establish training courses to the board members.

The kind of training to be provided should not only be linked to business issues
but also has to tackle aspects related to developing a co-operative sensitivity
and knowledge. A co-operative mindset is in fact fundamental to carry out a co-
operative business.
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6)  Involvement of independent advisors in co-
operative board meetings _______________

Independent advisors are more and more used to
manage company’s activities. This occurs because of
the complexity and specificity of the tasks big
companies are called to accomplish. Besides that, their
employment is often synonym of independence of
advice and professionalism beyond any possible
political constraint.

It is still very rare to employ independent advisors in co-operative board activities
and it is preferred to train board members to specific skills than to call for
independent advice.

GGUUIIDDEELLIINNEESS __________________________________________________________

The employment of independent advisors should not be source of prejudice from
the co-operative management side as it can provide a real added value on a
number of issues which, for example, require a very specific competence.

Training to board members is equally important and has to be taken into the
utmost consideration. In any case, ultimate decisions have to be left to the board
responsibility.

7)  Compliance to co-operative principles of
the acquired businesses_________________

Co-operatives are a very specific kind of business as they are based on the
principles of democracy, equality, social responsibility, equity and solidarity.
Acquired businesses have then to respond to requirements which go beyond
commercial profitability and are therefore sometimes difficult to meet.

Compliance with co-operative principles by acquired businesses is not always
looked for and when this kind of provision exists there is a loose control over it.

Co-operative businesses carry a sound reputation which has differentiated them in
time from other kinds of commercial activities. However this reputation could be
endangered if co-operatives opt for an acquisition policy unable to maintain the
necessary compliance with co-operative principles.
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GGUUIIDDEELLIINNEESS __________________________________________________________

It is fundamental to train employees and managers working for the acquired
businesses to the co-operative culture.

A strong system to assess compliance of the acquired businesses with the co-
operative principles should be established until the co-operative culture has
definitively been implanted in those organisations.

8)  Inspection of external bodies in the co-
operative activities ____________________

The use of external bodies to carry out inspection activities is
synonym of professionalism and good health for a business
which has no fear to interchange with external world.

The recourse to the inspection by external bodies over co-
operative businesses does not constitute a widespread praxis
and in some cases they are just used in special circumstances.

GGUUIIDDEELLIINNEESS

To accept inspection from external bodies is surely an advisable action co-
operatives should put in place to improve co-operative governance. This
accomplishment will in fact engender a healthy perception of transparency from
the general public side and, from a technical point of view, lead to better
managing.

9) Employment and remuneration policy ___
Caring about a fair remuneration policy and employment policies are, in general, of
extreme importance for businesses which are deeply concerned about social issues.
In spite of this, they represent - especially for remuneration - a chapter of sensitive
importance as they touch the private sphere of every employee and, besides that,
they constitute a kind of taboo element in many cultures.

Transparency in these kinds of policies is seldom outspokenly expressed, especially
for what relates to top management positions. In addition to that, discrepancies
between co-operative social objectives and a number of policies adopted by co-
operatives towards employees have been registered and need to be carefully
monitored and eventually adapted.
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GGUUIIDDEELLIINNEESS __________________________________________________________

Co-operative social values are at the core of co-operative businesses and therefore
a strong attention has to be drawn to them when implementing employment and
remuneration policies.

Employment policies should ensure highly protective standards to employees, with
particular attention to sensitive categories such as people bearing handicaps, or
women having small children. In this regard, provisions like architectural
adjustments of co-operative buildings to people bearing handicaps is an immediate
effort to be made. Another practical hint could be to provide co-operative
buildings with kindergartens to help women having small children.

The remuneration policy has to be transparent at all levels and should not leave
top manager positions aside. This device would represent an element of high
transparency in internal as well as in external corporate policies and would be an
effective tool of good governance.

CCOONNCCLLUUSSIIOONNSS

A debate on governance is symptomatic of a widespread sensitivity coming from
the co-operative world about its role, objectives and, above
all, of its willingness to discuss about itself, to better
progress and to always satisfy consumer – members needs and
expectations. The transmission belt between consumer –
members and top managing positions is the richness that
makes co-operatives businesses so different from all other
commercial activities and constitutes the privileged channel
to be always in touch with people’s needs and expectations.

This value has allowed co-operatives to feel society’s pulse but, in some cases, it
has led to slowness and reluctance to change because of difficulties encountered,
for example, in long representation processes.

This guide is meant to be a rapid blink over consumer co-operative’s most relevant
problems and it is aimed at giving a few hints to start solving them. For co-
operatives there is nothing more relevant than consumer – members, their
participation, needs and satisfaction. For this reason, when they are put at the
very centre of the business, all policies and decisions will follow. Keeping consumer
– members at the very centre of their business is actually the real challenge co-
operatives are called to take up: a challenge which is worth engaging and to which
co-operatives are surely among the best business and social actors to respond to.



EEUURROO CCOOOOPP MMEEMMBBEERR OORRGGAANNIISSAATTIIOONNSS

Italy
AANNCCCC--CCOOOOPP

Associazione Nazionale Cooperative di
Consumatori-COOP

Via Guattani, 9  I-00161 ROMA
Web-site : http://www.e-coop.it

Germany
ZDK

Zentralverband deutscher Konsumgenossenschaften
e.V.

Sitz Hamburg
Baumeisterstraße 2
D- 20099 Hamburg

Web-site : http://www.zdk.coop/

United Kingdom Co-operative Group
New Century House

P.O. Box 53
UK - Manchester M60 4ES

Web-site : http://www.co-op.co.uk

Netherlands CoopCodis u.a.
Postbox 87

NL-6880 AB VELP
Web-site : http://www.coop.nl

Finland SOKL Association
Suomen Osuuskauppojen Keskuskunta

P.O. Box 1, FI-00088 S-Group
Visiting address : Fleminginkatu 34, FI-00510 Helsinki

Web-site : http://www.s-kanava.fi

Denmark FDB
Faellesfoeningen for Danmarks Brugsforeninger

Fanøgade 15
DK - 2100 København Ø

Web-site : http://www.fdb.dk

Portugal FENACOOP
Federaçao Nacional das Cooperativas de Consumo

Rua da Guiné, 8 R/o,Dto.
P-1100 LISBOA

Web-site : http://www.consumo-pt.coop/

Spain
HISPACOOP

Confederacion Espanola de Cooperativas de
Consumidores y Usuarios

Via Laietana 59 3.1a.
E-08003 BARCELONA

Web-site : http://www.hispacoop.es

Sweden KF
Kooperativa Förbundet

P.O. Box 15200
S-10465 STOCKHOLM 15

Web-site : http://www.kf.se

Hungary
CO-OP HUNGARY (in Hungarian ÁFEOSZ)

National Federation of Consumer Co-operatives and
Trade Associations
V. Szabadság tér 14

H-1054 Budapest
Web-site : http://www.afeosz.hu/

Czech Republic
Union of Czech and Moravian Consumer

Cooperatives
U Rajské zahrady No.3/1912

CZ - 130 00 Prague 3
Web-site : http://www.scmsd.cz

Cyprus
ESEL-Spolp LTD

Union of Limassol co-operative societies and
Cooperative supply organisation of Limassol-Paphos

13 Gladstonos Str.
P.O. Box 50311 - CY-3603 Limassol

Web-Site: http://www.eands.com.cy

Estonia
ETK

Eesti Tarbijateühistute Keskühistu
Kalda 7c

EE-11625 Tallinn
Web-site : http://www.etk.ee

Slovak Republic
COOP Jednota Slovakia

Slovenská republika
sd, Bajkalská 25

SK - 827 18 BRATISLAVA
Web-Site : http://www.coop.sk

Bulgaria C.C.U.
Central Cooperative Union
RAKOVSKY STREET 99

BUL- 1000 SOFIA
Web-Site : http://www.ccu-bg.com

Romania CENTROCOOP
National Union of Consumer Co-operatives

31-33, Brezoianu St. Sector 1
RO- BUCAREST 70711

Web-Site : http://www.centrocoop.com


