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1 Introduction

The Western Cape Co-operatives Strategy is a critical component of government’s enterprise development strategy to both grow and increase participation in the economy. It adapts the national strategy for application in the Western Cape. The strategy focuses on increasing the formation, number and spread of cooperatives operating in the Western Cape economy through a set of sector based priorities and programmes. 
The strategy impacts on the work of multiple divisions within the Department of Economic Development and Tourism, sister departments in the province and local authorities all of whom have enterprise development programmes that need to be aligned with this strategy. 

The strategy was preceded by a review of the co-operative sector in the Western Cape. Using the findings from this review this document outlines a strategy for the Western Cape. The document begins with this introduction. It is followed by a section on definitions. Section 3 provides a brief overview of the context, both national and provincial. In section 4 the strategy is outlined. Section 6 details the respective roles and responsibilities of stakeholders. The document concludes with a proposal around implementation. 
2 Definitions

The national Co-operative Act, No 14 of 2005, and the Department of Trade and Industry Co-operative Enterprise Development Strategy of South Africa, 2006, provide the overarching frameworks for provincial strategies. 

Using their definitions of a co-operative it is described as an autonomous associations of persons united voluntarily to meet their common economic, social and cultural needs and aspirations through jointly owned and democratically controlled enterprises. (DTI, 2006)

The Act distinguishes between primary, secondary and tertiary co-operatives.

A primary co-operative means a co-operative formed by a minimum of five natural persons whose object is to provide employment or services to its members and to facilitate community development. 

A secondary co-operative means a co-operative formed by two or more primary co-operatives to provide sectoral services to its members, and may include juristic persons. 

A tertiary co-operative means a co-operative whose members are secondary co-operatives and whose object is to advocate and engage organs of state, the private sector and stakeholders on behalf of its members, and may also be referred to as a co-operative apex. 

Cooperatives are based on the values of democracy, equality, equity and solidarity. These have been translated into a set of universally accepted guidelines by which co-operatives put their values into practice namely:
· Composition: A co-operative must comprise five or more persons. 
· Voluntary and open membership: Voluntary means that members choose to, and cannot be forced to, become members. Open membership means that anyone who is able to use their services and willing to accept the responsibilities of membership should be entitled to become a member. Discrimination on whatever basis therefore has no place in a co-operative. 

· Democratic member control: Members actively participate in setting policies and making decisions in a cooperative either on the basis of proportionality linked to the volume of business undertaken with the co-operative, or one person one vote. The highest authority in a co-operative is vested in the members in a general meeting. 
· Member economic participation: Co-operatives are set up to service the economic needs of their members. While some co-operatives do business with non-members for economic reasons it is the members who determine the economic activities of co-operatives. 
· Autonomy and independence: Co-operatives are organisations controlled and owned by their members. If a co-operative enters into agreements with other organisations, including government, they do so on terms which ensure democratic control by members. 
· Finances. Co-operatives raise funds from membership fees, shares and loans often referred to as members’ funds. Co-operatives hold to the principle of paying a limited return on shares and loans, although economic realities demand that this is competitive with market rates. 
· 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 the co-operative. 
· Co-operation among co-operatives: Co-operatives serve their members most effectively and strengthen the co-operative movement by working together with other co-operatives locally, provincially, nationally and internationally. 
· Reserves: At least 5% of the co-operative’s surplus must be set aside for reserves for future investments and may not be distributed to members. 

There are several types of co-operatives. Without limiting the possible variety of co-operatives the Co-operative Act defines the following types of co-operatives:

· Housing co-operatives

· Worker co-operative

· Social co-operative

· Agricultural co-operative

· Co-operative burial society

· Financial services co-operative

· Consumer co-operative

· Marketing and supply co-operative

· Service co-operative

In this strategy this list forms the basis for our sector based approach. 

3 Context

3.1 National 

Co-operatives are a well established economic vehicle in South Africa dating back to the early 1900s. Broadly one can define five experiences of co-operatives in South Africa’s history. The first existed in organised white agriculture where co-operatives were used to develop and build the farming community. The second emerged in the 1980s when trade unions attempted to develop co-operatives as a vehicle to address retrenched and redundant workers’ economic needs. The third was in the former homelands were co-operatives were used as a vehicle for supporting economic activity in these areas. The fourth experience is in the informal sector where several associations, most of which are not formally registered, have operated as co-operatives and the fifth and final experience is the recent government and donor support for co-operatives as a vehicle for enterprise development. Regardless of the circumstances of the experiences over the years co-operatives have proved to be a successful vehicle for empowering people. 

This has been recognised by the South African Government and co-operatives have been identified as a priority instrument for facilitating empowerment and for bridging the divide between the first and second economies. Originally the Department of Agriculture was the lead government department for providing government support to co-operatives.  Following the work of a Co-operative Policy Task Team this responsibility shifted to the Department of Trade and Industry. This shift recognised the potential of co-operatives as a vehicle for transforming the economy across sectors.    The Department then continued the consultative process initiated by the task team culminating in the release of the A Co-operative Development Policy for South Africa in 2004. 
Currently under review, this policy laid the basis for the establishment of a legislative framework and at the same time facilitated the provision of support programmes that target co-operatives specifically. The policy identifies eight different kinds of co-operatives namely housing, workers, non profit social, agricultural, financial services, consumer, marketing and supply and transport co-operatives. The policy also highlights the important role for co-operatives in formalising the informal economy and increasing the participation of targeted groups. 
Finally the policy identifies six functions for the dti namely legislation, policy and strategy; coordination; education and training; promotion; registration and de-registration through CIPRO and a regulatory function. 

The Co-operative Act, No 14 of 2005 followed giving effect to the legislation role of dti. It governs the work of co-operatives in South Africa. The purpose of the Act is to:

· Promote the development of sustainable co-operatives that comply with co-operative principles, thereby increasing the number and a variety of economic enterprises operating in the formal economy;

· Encourage persons and groups who subscribe to values of self-reliance and self-help, and who choose to work together in democratically controlled enterprises, to register co-operatives;
· Enable such enterprises to acquire legal status separate from their members;
· Promote equity and greater participation by black persons in the formation and management of co-operatives;
· Establish a legislative framework that preserves a co-operative as a distinct legal entity;

· Facilitate the provision of support programmes that target emerging co-operatives;

· Ensure the design and implementation of co-operative development support programmes by all agencies of national departments;

· Ensure the design and implementation of co-operative support measures across all spheres of government;

· Facilitate the effective co-ordination and reporting mechanisms across all spheres of government.

The Act provides:

· A clear definition of co-operatives based on internationally recognised principles of co-operatives;
· Clear regulations for the registration of co-operatives by defining requirements and procedures;
· Rules for the functioning and operations of co-operatives;
· Clear rules for the capital and ownership structure of co-operatives;
· Regulations to govern audits, conversions, amalgamations, transfer, division and winding up of co-operatives;

· Clear procedures for the administration of co-operatives by the registrar of co-operatives and the national Minister;

· For a Co-operative Advisory Board to play the role of a policy forum at a national level to ensure the implementation and realisation of the policy;

· Transitional measures to ensure all existing co-operatives are realigned to the new law; and
· Special schedules that relate to housing co-operatives, worker co-operatives, financial services co-operatives and agricultural co-operatives.

At a lower level the commitment towards co-operatives is reflected in an array of policies and strategies of different spheres of government and different departments. In the text that follows a few of these are highlighted as demonstration of the array of opportunities for co-operative development. 
Promoting co-operatives enterprises is a key programme component of the Government’s Broad Based Black Economic Empowerment (BBBEE) strategy that seeks to address the imbalance of the past and equitably transfer ownership and control of economic resources to the majority of citizens.

The small and medium enterprise strategy at national level and various provincial and local SMME policies provide a framework through which co-operatives can be supported as another business form in the existing suite of options. 

In the Integrated Manufacturing Strategy opportunities for worker and consumer co-operatives are highlighted that could be supported. 

In the Department of Provincial and Local Government’s local economic development policy documents co-operatives are recognised as an important vehicle for growing the local economy and broadening participation.
 In the Accelerated and Shared Growth Strategy of South Africa SMMEs and co-operatives are identified as an important vehicle for bridging the divide between the first and second economies and for broadening participation in the economy. The strategy makes explicit reference to intensifying the youth co-operative programme.
In line with these policy shifts between 2000 and 2004 there was increased donor activity in the co-operative sector.  However, expectations of increasing government interventions resulted in a tailing off of this support in 2005 and 2006.  
In addition to the largely economic policies some of the sectoral policies, for example the housing policy, also enable the establishment of co-operatives.

At a programmatic level there is a host of support instruments for co-operative driven by national government. Within the Presidency, following out of the Asgisa strategy is the Jobs for Growth Programme which has co-operative development as one of its targets.

The dti, as the lead department, offers an incentive scheme. This targets registered co-operatives in the emerging economy and offers a 90% matching grant of up to R300 000 per co-operative for an expenditure incurred or to be incurred. It also provides the South African Micro-Finance Apex Fun, a wholesale financial institution that provides funds for micro, small and survivalist businesses to grow their income and asset base. In order to qualify for the micro-finance credit loan, one of the products offered by the fund, institutions must be registered as a co-operative. Also, in partnership with the National Co-operative Association of South Africa dti will provide pre-incorporation education to prospective co-operatives and training to existing co-operatives. 
There is a suite of SMME programmes that provide finance and other support to emerging businesses including co-operatives. This includes the Small enterprise development agency (SEDA) and the Local Enterprise Development Fund, Khula, all under dti, the Tourism Enterprise Programme under the Department of Environmental Affairs and Tourism, the social housing subsidy and top up grant under the Department of Housing, the Land Redistribution for Agricultural Development (LRAD) and Comprehensive Agricultural Support Programme (CASP both with the Department of Agriculture and the poverty relief programmes under the Department of Social Development which has supported service co-operatives and worker co-operatives. 

In addition, Umsobomvu Youth Fund has a targeted youth co-operative funding and support programme promoting young people to set up co-operatives. 

3.2 Western Cape Overview

3.2.1 History

Co-ops have existed in the Western Cape from as early as 1912 with the establishment of some of the large agricultural co-ops.  In the late 1970s, early 1980s, the province saw the emergence of savings and credit unions and the first Savings and Credit Co-operative (SACCO).  Most of these co-ops had a strong social orientation.  During the mid eighties and into the early nineties there was a substantial expansion in the numbers of social co-operative entities, such as stokvels and burial societies.  Religious bodies, such as the Moravian Church and the Catholic Welfare and Development Agency were particularly active in the sector at this time.  Post 1994 more attention and support has been directed towards SMMEs including co-operatives, which are encouraged to operate according to business principles. 
As with national policy the Department of Agriculture has been the lead Department in respect of Co-operatives until recently. The Department of Economic Development and Tourism is now the provincial champion. This strategy aims to guide their work and that of other government departments, spheres and agencies in the Western Cape. 
3.2.2 Overview of the sector
The exact data on the number and type of co-operatives in the Western Cape is not available. As part of the review of the sector 60 co-operatives identified. In addition a list of a further 46 new co-operatives registered on the CIPRO database in the last year have been added. Many of these are not listed in the phone book and only have postal addresses. Based on the consolidation of these two lists the following profile of Co-operatives in the Western Cape has emerged:  
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The profile is unsurprising in some respects.  The agricultural sector is the oldest and most developed co-operative sector in the province and one would expect it to have the largest numerical representation.  This includes both old established co-operatives and new emerging co-operatives. The traditional support of the Department of Agriculture has helped grow this sector of the co-operative movement. 

Interestingly, the services and retail sector is growing fast in a range of activities such as events and logistics management, entertainment, hawking and trading, catering and ICT.  Another important sector is productive activity representing 9.6% of all co-ops.  A relatively significant number of co-ops are registered but not operative.
However, the profile is simply based on numbers of firms and does not reflect the qualitative contribution nor the significance of the various sectors to the co-operative movement.  For example, the social housing and savings and credit unions are relatively few in numbers but particularly important in terms of embedding the principles of the co-operative movement.  They have many more members, both individuals and groups, than other kinds of co-operatives.  Furthermore, the profile does not address the pre-co-operative movement in the form of stokvels and burial societies.  Currently, there is no accurate data on these activities, although it is well recognised that these are extremely active sectors with huge potential to formalise into recognised co-ops. 
3.2.3 Government support programmes

Provincially a range of programmes are operational that support co-operatives based on the national policy frameworks. Within the Department of Economic Development and Tourism a voucher programme has been initiated, in partnership with CASIDRA that provides assistance through a voucher programme. Elsenburg provides support to co-operatives through its emerging farmer support programme. This includes support around setting up and registering co-operatives, developing business plans and technical assistance. 
In addition to the specific co-operative support programmes there is a myriad of SMME support programmes, all of which also provide support to co-operatives namely Red door and finance, Die Plek Plan, Integrated Tourism Entrepreneurship Support Programme and the Ikapa Entrepreneurial programme. There are also national programmes with regional programmes such as the Umsobomvu Youth Fund and Seda covered in the earlier section. 
Also at the provincial level there are a host of special purpose vehicles who provide sector based support to co-operatives. One such example is the Cape Craft and Design Institute which has recently opened a co-operatives shop to support enterprises in the craft sector. Within the clothing sector there are opportunities for co-operatives to add value to the Cut, Make and Trim operators and in the fashion sector.  
Local government level most authorities explicitly support SMMEs and co-operatives as part of this. Interestingly, the Drakenstein LED strategy makes specific mention of co-operative support as one of its key interventions. 
4 Lessons and critical success factors


The history of co-operatives in South Africa and the Western Cape is a chequered one with some high profile failures, divisions and scandals.  However, as illustrated through case studies in this strategy document there have also been powerful success stories.  Furthermore, the case for co-operatives and collective action remains strong.  In a country where there are large numbers of people excluded from the formal economy, where there are low levels of social trust, and where many small firms battle to compete alone.  

In order to build a strong co-operative movement, one has to understand the pitfalls of why co-operatives fail and the critical factors impacting on success. This section extracts the lessons from past experience. 

· Trust and social cohesion: Co-operatives rely on high levels of trust between members. In the absence of a shared vision, approach, financial trust and strong social ties the relationships binding members together often unravel. Trust is particularly important in primary productive and service co-operatives where members often have to deal with difficult business decisions and management challenges. 

· Decision Making Skills in democratic systems:  Democracy requires skills in decision making processes. In South Africa the commitment to democracy is often accompanied by a lack of clarity or consensus on the scope of decision-making authority. As a result, this has been an area of high contestation and tension within co-operatives. When Boards overstep their mandate and do not keep members informed trust is eroded. This is not surprising given the management complexity of even the simplest democratic process. Boards of directors may lack corporate governance skills.
· Management skills: Management of an enterprise involves a complex range of skills. As soon as an enterprise involves the collective management of resources, the complexity of management escalates exponentially, along with the need for transparency. This is particularly challenging when you are working with unemployed people with little or no prior work experience, let alone management experience. In addition the participatory nature of decision-making means that all members need some understanding and capacity in financial management. Failure to recognise this need is often the start of tensions in a co-operative.  
· Technical skills: Many co-operatives are initiated with unemployed people, often with low skills levels, and no prior business experience, in economically marginal areas. Certain co-operatives, such as agricultural, housing and productive, require specialist technical knowledge, which is not always available within the co-operative itself. A lack of both management and technical skills by individual members will undermine the chances of success. Therefore it is critical that in the business planning process the required skills are identified and a strategy to source these skills planned into the programme. This may include buying in short-term technical skills while members are being trained or employing people with the required skills.
· Collective interest above individual interest: A co-operative is premised on always placing the collective interest before individual interests. ‘Free riders’, opportunism, greed and self-interest have been at the heart of many promising co-operatives demise. This requires that clear systems and policies be designed to protect the co-operative from being hijacked by individual interests. 

· A culture of self sufficiency.  It is acknowledged that  different types of co-ops require different subsidy levels at different stages of their development.  For example, a social housing co-operative may have high subsidy requirements during construction.  However, post construction the aim should be self sufficiency.  A consumer co-operative may require capital subsidisation to assist in the acquiring of assets, but then should be self sufficient.  A primary productive co-operative should be encouraged to be as self sufficient as possible from its start up.  

· Avoid perverse incentives.  Sadly the way in which start up funding has been managed has resulted in a number of people viewing co-operatives as a quick source of money, with no real commitment to self sufficiency. The current design of the co-operative Incentive Grant can be abused by opportunists if the necessary screening process is inadequate.
· Need for champions. Social entrepreneurs and champions who are committed to the principles of the co-operative movement are essential in ensuring that the co-op is not hijacked by personal ambitions and greed.  These people can ensure that the co-operative accomplishes its vision and that democratic practices are developed in the process.

· Leadership: The Board of Directors and co-op managers are required to ensure that the co-op maintains high ethical standards and remains accountable to its members. If the leaders act in self or corrupt interests, the co-op will not succeed.
· Value of diversity: Co-ops that have a mix of members with diverse backgrounds, incomes and skills often tend to be more successful as there is greater sharing of knowledge and resources.

· Networks: As with any business co-operatives that have a broad network of support, including technical, managerial, legal, administrative and financial, appear to be more successful.

· Membership numbers. Being realistic about how many people a primary co-operative can support is important for its success. A common problem in primary co-operatives, especially agricultural or worker ones, is that they start with an oversupply of labour, relative to their productive base, and relative to the absorption capacity of the markets they are targeting. This arises partly as a result of the social goals of the group and also from the conditionalities imposed by donors and external agencies.

· Clear social and economic rationale. It’s obvious that for a co-op to survive, the business must be viable. This means there must be a clear social and economic rationale underpinning the co-operative. Achieving business viability is a complex challenge in any business – and is that much more complex in the context of a group enterprise or co-operative where one needs to bring all the members on board through a shared understanding.
· Secondary co-operative easier starting point. Experience has shown that secondary co-operatives are often easier to manage as the parameters of their operatives and the relationship between members and managers is often clearer. As such they are a useful vehicle to expose people to co-operatives. 

· Clear business strategy: A sound strategy and business plan is critical to ensure the viability of the co-op. The business plan should clearly spell out what products or services are to be generated, the required inputs, which markets are being targeted and what technical or other support is needed to achieve the goals of the business. Good business planning will ensure that co-operatives that are not economically viable are not launched or supported, and in this manner help to manage unrealistic expectations. 

· A lack of appropriate support. Many co-ops struggle on survivalist margins with no or limited access to services, support, finance, credit, suppliers, markets, skills & information.  Most co-ops require multi dimensional support that changes over time as they develop. The danger is to create perverse incentives through the kinds of support offered.  For example, offering higher levels of start up financial subsidy to other forms of productive enterprises.  Co-operative principles of self reliance and autonomy must be encouraged.  Incentives could be linked to firm performance both in terms of profit and turnover, and in terms of practising co-operative values.   

5 Western Cape Co-operative Strategy

Building on the rich national tradition around co-operatives Gauteng was the first province to develop a provincial co-operative strategy. This strategy draws on the Gauteng experience and outlines a strategy for the Western Cape Province. It starts by detailing the overall aims of a strategy and the objectives. Within each objective a range of proposed priorities and interventions are proposed. The section is followed by sections on the roles and responsibilities and implementation in sections 6 and 7. 
5.1 Aim and objectives

The aim of the Western Cape Co-operative Strategy is to facilitate a recognised, vibrant and diversified co-operative sector and movement in the Western Cape that contributes to: 
· bridging the divide between the first and second economies; 
· broad based black economic empowerment; 
· a reduction in unemployment; and 
· sustainable communities. 

This will be achieved through a six-pronged strategy as reflected in the diagram below. 
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The multi-pronged strategy will:
i. Create an enabling environment for co-operatives to develop and function in the Western Cape;
ii. Co-ordinate co-operative activity both within government in the province and between government and the co-operative movement;
iii. Develop the co-operative sector through resourcing the establishment of co-operatives, especially secondary co-ops and the formalisation of pre co-operative activities;

iv. Strengthen the co-operative movement through facilitating networks, partnerships and exchanges;
v. Develop a toolbox of appropriate instruments and tools to support the development of co-operatives;
vi. Monitor the sector and share lessons aimed at strengthening its functioning.
5.2 Strategy in brief

	Objective
	Interventions

	1
Create an enabling environment for co-operatives to develop and function
	· Champion an awareness raising campaign in the Province that provides information on co-operatives as a business vehicle, requirements, strengths and weaknesses
· Compile and maintain a database of co-operatives in the province 
· Ensure each sector department and local authorities develop co-operative strategies and programmes
· Ensure efficient and effective functioning of the Western Cape registrar’s offices

· Capacitate the Red Door Offices and other SMME support centres to provide business advice to co-operatives
· Lobby for resources to support co-operatives at provincial and local levels

· Review and input into redesign of national co-operative financing instruments
· Mobilise resources and use these to leverage additional funds to support the sector


	2
Co-ordinate co-operative activity both within government in the province and between government and the co-operative movement


	· Identify all provincial and local policies, strategies and programmes that impact on co-operatives
· Facilitate development of sector strategies with lead departments, e.g. agriculture, social development, local government & housing, public works & transport, and economic development
· Encourage establishment of sector based co-operative structures linked to provincial co-operative forum

· Sharing of information

· Regular meetings

	3
Develop the co-operative sector through resourcing the establishment of co-operatives, especially secondary co-ops and the formalisation of pre co-operative activities
	· Mobilise resources (technical and financial) for the development of the sector

· Develop programmes to support the establishment of secondary co-operatives

· Identify pre co-op activity in various sectors & engage with role players e.g. stokvels, burial societies, informal networks in construction sector etc
· Provide resources to pre co-ops to formalise and register



	4
Strengthen the co-operative movement through facilitating networks, partnerships and exchanges
	· Provide resources for exchanges and learning events within the co-operative movement

· Engage with industry representatives e.g. agriculture, SAFOBs, insurance etc to facilitate partnerships with emerging co-ops


	5
Develop a toolbox of appropriate instruments and tools to support the development of co-operatives


	· Develop appropriate instruments to support registration, business planning, business development, financing and marketing of co-operatives
· Development of appropriate generic training – both materials and accreditation of providers
· Set milestones for co-operative development linked to specific support instruments

	6
Monitor the sector
	· Annual survey of the sector to determine constraints to growth, needs and blockages

· Undertake case study and sector based research aimed at strengthening the functioning of co-operatives in the Province

· Case study research into successes and failures to determine the reasons and extract the lessons




5.3 Target groups
In order to achieve the strategy interventions and sector based development processes have been prioritised in a 3-year plan. Year One demonstrates the quick wins that can be generated in respect of co-operatives in the Western Cape. In addition geographic target areas have been proposed that align to the fifteen provincial priority areas for action.
5.3.1 Sector based targets

There are two ways to approach sector targets, the first is to identify economic sectors using the priorities of the Micro Economic Development Strategy and the second is to focus on sectors in the co-operative movement as outlined in the Policy and Act. In this strategy a combination of both has been used to arrive at the sector based targets detailed below. 

Within the MEDS priority sectors the tourism, agriculture and craft sectors all offer particular opportunities for co-operatives. Within the tourism sector there are opportunities for secondary businesses around marketing, service provision and development of local community resources. Within the agricultural sector the trend towards larger farms presents opportunities at a secondary level for co-operative buying, selling, marketing and value adding. The craft sector also offers opportunities in respect of marketing and services for co-operatives. 
In the traditional sectors that co-operatives operate there are opportunities in retail, transport and service sectors for co-operatives. There are also pre-co-operatives I the burial society and social sectors which present opportunities. 

	Year one
	Year two
	Year three

	· Tourism
· Retail

· Agriculture

· Craft
	· Manufacturing
· Transport

· Services
	· Burial societies
· Social


5.3.2 Geographic target areas
The implementation of this strategy will be spatially focused. The formation of primary co-operatives will target rural and peri-urban areas with tight knit communities. The establishment of secondary co-operatives will be focused on areas where there is a geographic concentration of businesses and will not be limited to rural and peri-urban areas. 

In addition to this broad focus the implementation of the strategy will focus on government’s 15 priority areas for action.  These areas have been prioritised owing to high levels of poverty and crime.  They are: Mitchells Plain, Khayelitsha, Manenburg, Hanover Park, Nyanga, Elsies River, Bishop Lavis, Delft, Kleinvlei, Gugulethu, Phillipi, Muizenberg, and in the rural areas, Vredenburg, Paarl and Oudtshoorn.  

6 Implementation programme

6.1 Stages of co-operative development

The table below details five stages of co-operative development to guide the development of support mechanisms and tools. 

	Activities
	Support provided by Province
	Outcomes

	Stage 1: Exploration

	· Organisational development: Form an organising committee with potential members to identify your mission and core values

· Business development: Define your key business concept and plan and schedule each phase and  secure any funding needed 

· Market research: Source of if it does not exist conduct market research to determine the need for your products and services and complete your feasibility analysis

· Membership: Help potential members understand the pros and cons of setting up a cooperative and the lessons from other projects  and workshop the feasibility results with members 


	· Guidelines for establishing an organising committee and for defining your mission and value

· Business concept checklist
· Feasibility study guideline
· List of potential donors for feasibility studies  

· Market research business voucher
· Introductory materials on cooperatives

· Introductory workshop on co-operatives and the lessons from other cooperatives
	A committed group of people who agree on what they want the co-operative business to do

Broad plan and timeline and funding for market research

Market research that demonstrated the market potential

Common understanding of the business and the pros and cons of co-operatives



	Stage 2: Business planning

	· Business plan: Creating a business plan that describes how you will launch your business, what it will cost 

· Organisational development: : Set up the co-operative, draw up and adopt a constitution and agree on operating principles to guide the work

· Membership: Recruit members for your co-operative

· Fund-raising: Secure funds to launch and operationalise the co-operative


	· Business plan guideline

· Business planning voucher
· Sample constitution

· Sample operating guidelines

· Training voucher to train the Board and members

· Loan funds

· List of other funding sources
	· A business plan

· A legally constituted entity that is compliant with the Act

· Capacitated members

· Funds raised to cover the costs

	Stage 3: Co-operative launch

	· Organisational development: Set up office and hire staff. Set up financial systems.

· Business development: secure contracts for sale of services/ products

· Membership: Train members in roles and responsibilities. If secondary organisation set up legal agreements with primary members
	· Voucher for start up accounting services

· Sample job descriptions

· Legal services voucher

· Training voucher

· Sample membership agreement


	· An office set up and operational

· Customers signed up for products and services

· Members educated about rights and responsibilities of members

	Stage 4: Business development

	· Business development: Engage in sales and marketing and ongoing business development

· Organisational development: Provide staff and management on-going education

· Member development: On-going membership education


	· Additional research and development grants
· Voucher to update business plan

· Training vouchers

· Training vouchers


	· Thriving business

· Satisfied members

	Stage 5: Sustainability

	· Business development: Develop linkages and collaborative partnerships

· Celebration: Acknowledge your achievements

· Marketing: Publicise what you are doing to a broader market
	· Networking forums
· Events grant
· Publicity specialist voucher

	· Profile

· Partnerships




6.2 3-year work plan

	Year one (08/09)
	Year two (09/10)
	Year three (10/11)

	1 Create an enabling environment for co-operatives to develop and function



	· Awareness raising campaigns targeting social, construction & consumer sectors

· Work with CIPRO to ensure WC registrar’s offices established in Cape Town

· 1/4 of Red Doors with dedicated co-operative support

· Review of existing financial instruments complete

· Database of existing co-operatives completed

· Facilitate discussions with municipalities re access to procurement opportunities

	· Awareness raising in service, housing, productive  and savings and credit sectors

· Functioning offices in every district

· Half Red Doors with dedicated co-op support

· Resource mobilisation of targeted R10 million

· All relevant sector based departments co-operative strategies in place


	· Awareness raising in the burial and transport sectors
· All Red Doors with dedicated co-op support

· Every municipality has a co-operative strategy included in their LED/SMME strategy

· Resource mobilisation of targeted R20 million

	2  Co-ordinate co-operative activity both within government in Province and between government and the co-operative movement



	· Provincial co-operative forum established

· Communication network in place


	· Regular meetings between government and the co-operative movement in place

	· District based co-operative forums established



	3 Develop the co-operative sector through resourcing the establishment of co-operatives, especially secondary co-ops and the formalisation of pre co-operative activities


	· Strength existing co-operatives and grow the number of co-operatives in priority sectors through supporting the establishment of an additional 10 co-operatives

	· Strength existing co-operatives and grow the number of co-operatives in priority sectors through supporting the establishment of an additional 20 co-operatives
	· Strength existing co-operatives and grow the number of co-operatives in priority sectors through supporting the establishment of an additional 30 co-operatives 

	4  Strengthen the co-operative movement through facilitating networks, partnerships and exchanges



	· Set up network of co-operatives and technical experts and arrange at least 2 exchanges


	· Facilitate 2 co-operation agreements between emerging and established co-operatives


	· Network operational in every district

· Partnerships agreements secured in every sector

· Co-operative apex organisation for the Western Cape established 


	5   Develop appropriate instruments and tools to support the development of co-operatives



	· Design registration support mechanism

· Design business plan development support mechanism

· Design business development mechanism

· Design training materials and support mechanisms

· Hold workshops with sectors to identify sector specific needs


	· Design training materials 

· Design financial mechanism

· Design marketing mechanism

· Design sector specific support mechanisms
	· Finance and roll out toolbox across the province

	6 Monitor the sector


	· Annual survey

· Engage with research institutions re R&D support to co-ops


	· Annual survey

· Case studies & sector based research completed and disseminated
	· Annual survey

· Additional case studies & sector based research completed and disseminated



6.3 Roles and responsibilities
6.3.1 Provincial Department of Economic Development and Tourism

The Provincial Department of Economic Development and Tourism will lead the Western Cape Co-operative Strategy. This includes championing the strategy in province, co-ordinating provincial activity, resource mobilisation and monitoring the sector. The management of the strategy will fall under the Enterprise Development Unit. It will require a dedicated person to manage the programme. In addition the Unit will provide support through the Red programme, through training of all Red Door staff in the strategy and instruments and offering introductory workshops on co-operatives via the Red Door offices. The Enterprise Unit will be supported by the rest of the Department. 

The Local Economic Development Unit will champion the strategy with local authorities and ensure co-operatives are appropriately prioritised in LED strategies. In addition, the unit will build up a database of best practice co-operatives in each area.  The Economic Empowerment Unit will use co-operatives to further Broad Based Black Economic Empowerment. The Sector Development Unit will identify sectors that present opportunities for co-operatives and develop programmes within each of these sectors. The Industry Development Unit will identify industries that present opportunities for co-operatives and develop programmes within each of these industries. Within the Tourism Chief Directorate the Tourism Participation Unit will identify opportunities for co-operatives to add value to emerging businesses in an area while the tourism growth unit will focus on opportunities for growing the sector through co-operatives. It is recommended each unit sets targets in respect of co-operatives. 
6.3.2 Other provincial departments

Several other provincial departments have a role to play implementing the strategy in their sectors. 
· The Department of Agriculture has traditionally played an important role in promoting the sector. This role needs to continue with a special focus on secondary business opportunities. 

· The Department of Social Development has a role to play in promotoing social co-operatives. In addition, through its poverty relief programmes its also creates opportunities for worker co-operatives. 
· The Department of Housing’s social housing unit offers the co-operative model as one of the models for social housing. 

· The Department of Public Works and Transport has a role to play in the transport and construction sectors. 

Each sector lead department will be responsible for the development of the sector specific strategy, championing the sector strategy, co-ordinating the sector strategy and monitoring the activities in the sector. 
6.3.3 Municipalities

Municipalities on the coal face of service delivery have a role to play promoting co-operatives as a possible enterprise vehicle and creating opportunities for co-operatives through procurement policies and LED strategies.
6.3.4 Agencies

The various economic agencies, in particular SEDA, CASIDRA and Red Door, have a role of play promoting and supporting co-operatives and ensuring all their existing enterprise development instruments accommodate co-operatives. 
6.3.5 NGOs

NGOs are already engaged in setting up and supporting co-operatives. This role needs to be strengthened if the targets of the strategy are to be achieved. 
6.3.6 Existing co-operative movement

Finally, the existing co-operative movement has a role to play promoting and strengthening the sector through networking and sharing information and lessons. 
6.3.7 Donors

Donors have historically played an important role funding and supporting the sector. This role needs to be maintained and aligned with the provincial strategy where possible. Annexure four provides an overview of existing donor support for co-operatives. 

7 Next steps
This draft strategy will be circulated to stakeholders for comments, additions and subtractions. Once the consultations are concluded the strategy will be revised and finalized. It will be used to inform planning in various departments for roll out from April 2008. 
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Appendix One: Western Cape Co-operative Database
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Appendix Two:  Advantages and Disadvantages of Companies and Co-operatives
The table below provides a comparison between companies and co-operatives and attempts to highlight some of the advantages and disadvantages. 

	
	Company

Advantages
	Co-operative Advantage
	Company Disadvantage
	Co-operative Disadvantage

	Shares
	· Can grow in value

· Investment realised fully on retirement

· Members own full value of undertaking

· Indirectly reflect value of reserves

· Permanent capital in the form of shares & reserves

· No limitation on who may serve on the Board

· Staff shareholding is possible

· Control of assets in hands of current shareholders
	
	· Danger of third party take overs

· Price may fall – not guaranteed – below nominal value

· Voting rights do not take account of supplies

· Transfer costs
	· No growth in value

· Reserves not owned

· Upon retirement member does not receive full interest

· Members never realise full value of the undertaking

· Voting rights do not take account of capital interests

· Larger members prejudiced by limited voting rights

· No interest needs to be paid on members’ funds

	Profit sharing
	· No tax implications for the member

· According to member’s interest
	· Full profit reverts to member

· Profit before tax (bonuses)

· Profits after tax may be larger

· Insured investment

· Member has more say in the product – price & sale
	· Production supplies not taken into account
	· Members’ fund an asset over which the member has no control – may possibly not realise in cash

· Allotments before tax cause cash flow problems

· Distribution in accordance with production and not shareholding and member’s funds – may result in inequality amongst members.

	Entries
	· Capital not necessarily obtained from members only

· Interests of existing members not prejudiced by new entries
	· Low capital requirements

· Fairly easy
	· Entries by third parties may cause conflict owing to diverse objectives

· Members make investment before profit sharing

· May require substantial capital
	· No proper capital input

	Financing
	· Security value for loan purposes

· Reserve formation easier
	· Land Bank fairly accessible
	· No access to Land Bank financing
	· Limited to security

	Death
	
	
	· Company’s shares may have higher value
	· No increased estate tax liability


 Appendix Four:  Donor support for co-operatives

	Country/ Institution
	Kind of Support Activities

	Swedish Co-operative Centre
	Promotes the establishment of units in municipalities to support co-ops on a full time basis.  It advocates the establishment of co-op resource centres.  Provides support to savings and credit co-ops.

	Canadian Co-operative Association
	Government regards co-ops as a vehicle for broad based economic development.  Information on co-operatives is made available at libraries and schools.  Kenya shares a similar approach.

	Rooftops Canada
	Supports housing co-ops.

	Germany e.g. German Federation DGRV
	Large agricultural producers have established their own centre and network for support.  DGRV channels funding through local co-operative, which provides a variety of services to its members, including advice and counselling, training, financial services and bulk purchasing of consumables and commodities.

	Italy
	Establishment of incubators and linking firms for co-operative activities such as purchasing and marketing.

	Argentina
	200 factories draw from collective capital.

	Cuba & Israel
	Enabling legislation, supportive state and other institutions, access by co-ops to means of production and economic assets, credit, favourable interest rates, credit extension, access to markets, R&D and support in product innovation.  State involvement characterized by strong ideological support and decisive actions.

	Norwegian Federation of Housing Associations
	Supports housing co-ops

	Irish League of Credit Unions (ICULF)
	Supports development of credit unions in Ireland and internationally

	USAID
	Supports establishment of savings and credit unions internationally.

	Ford Foundation
	Supports establishment of savings and credit unions internationally.

	COPAC, South Africa
	Successfully established a co-op that manages an eco village focused on organic farming, waste recycling, eco building and paper making.

Also established a sustainable manufacturing hive in conjunction with the Ekhurhuleni municipality run by a co-op.


� This section is drawn from the DTI National Co-operative Strategy 2006 and Co-operatives South Africa website. 


� Cooper & Lybrand
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