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			Preface

			We all hear the word ‘co-operative’ as a suffix in many companies, businesses and organizations, but we do not know exactly what it means. Co-operatives are popular in sectors such as agriculture and banking, but we do not know the difference between a private limited and a co-operative. This book aims to educate you about the co-operative meaning, principles and functions.

			Co-operatives throughout history have empowered common people, and there are many co-operative businesses established at the international level. 

			This book will make you understand the basics of co-operative, principles and structure of co-operatives and how it is run along with the financial aspects of it. 
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			Chapter 1. Introduction to 
Co-operatives Businesses

			1.1	Introdution

			Cooperatives are businesses that are owned and democratically controlled by their members—the people who buy their goods or use their services—not by investors. They operate on the Principle of “one member, one vote.” That is, unlike investor-owned businesses where voting rights are based on ownership share, each member of a cooperative has the same voting power. And unlike investor-owned businesses, they return profits to their members proportionate to their use of the cooperative, not proportionate to ownership share. 

			Cooperatives follow seven internationally recognized principles:

			1.	Voluntary and Open Membership

			2.	Democratic Member Control 

			3.	Member Economic Participation 

			4.	Autonomy and Independence 

			5.	Education, Training and Information 

			6.	Cooperation Among Cooperatives 

			7.	Concern for Community

			Cooperatives are businesses that operate in virtually every industry. More than 750,000 cooperatives serve some 730 million members in more than 100 countries. More than 40,000 cooperatives in the U.S. serve 150 million members. Cooperatives operate in every industry, including agriculture, childcare, energy, financial services, food retailing and distribution, health care, funeral care, insurance, housing, purchasing and shared services, telecommunications, and others. Cooperatives range in size from Fortune 500 companies to small local storefronts.

			Cooperatives are formed by their members when the marketplace fails to provide needed goods or services of acceptable quality or at affordable prices. Cooperatives empower people to improve their quality of life and enhance their economic opportunities through self-help. 

			Consumer cooperatives are owned by the people who buy the goods or use the services of the cooperative. They operate worldwide in areas of retailing, energy and other utilities, financial services (i.e., credit unions), health care, housing, insurance and others. Examples: 

			1.	Kooperativa Forbundet, Sweden: A network of consumer-owned cooperative retailers that enjoy 25 percent of the national retail market. 

			2.	Der Deutsche Genossenschafts- und Raiffeisenverband (Germany): A federated system of credit unions and other consumer cooperatives throughout Germany. 

			3.	Midcounties Co-operative Society (UK): The Midcounties Co-operative is the third-largest consumer co-op in the UK with a turnover of £712 million. 

			4.	Co-op Atlantic (Canada): The second-largest regional cooperative wholesaler in Canada with a membership of 136 cooperative enterprises and stores that serve over 200,000 member families.

			Producer cooperatives are owned by producers of farm commodities or crafts and band together to process and/or market their products. Examples: 

			1.	Land O’Lakes, Sunkist, SunMaid, Blue Diamond and Ocean Spray (US): All farmer-owned cooperatives with strong brand recognition and market power. 

			2.	Gujarat Cooperative Milk Marketing Federation (India): A federation of 12 milk cooperatives with 2 million farmer-members that is now the country’s largest food products marketing organization.

			Worker cooperatives are owned and governed by the employees. Examples: 

			1.	Mondragon (Spain): A major global producer of food and industrial products, owned and governed by some 50,000 worker-owners. It is the eighth largest corporation in Spain Equal 

			2.	Exchange (US): The oldest and largest for-profit Fair Trade company in the US and sells coffee, tea, chocolate, sugar and cocoa.

			Purchasing cooperatives are associations of for-profit businesses that band together to enhance their purchasing power and competitiveness. Examples: 

			1.	ACE Hardware (US): A national cooperative of independent hardware store owners that pools purchasing power and builds the national co-op brand. 

			2.	Carpet One (US): A national cooperative of independent floor covering retailers that now make up the largest seller of floor covering in the world.

			Before the Industrial Revolution, production was carried on without machinery. It was at the cottage level and on a small scale. Goods were produced by handicraftsmen as per order and usually for a local and limited market. Foreign trade was only in luxury articles. Under such circumstances, all business activities were generally carried on by sole trading and partnership organizations as needs of capital, ability and skill were limited, and all these could be fully satisfied by such simple organizations. The Industrial and Transport Revolutions brought about radical changes in the system of production and commerce. With the advent of the factory system, large-scale organizations and mass-scale production came into being. With the change in the scale of production from small-scale to large-scale and with the widening of the market from local to national and world boundaries, sole trader and firms as forms of organization naturally outlived their utility. In the second half of the 19th century, a new organization in the form of a Joint-stock Company was introduced in many countries.

			Industrial Revolution was brought about by the mechanization of industry, agriculture and transport. Factory industries gradually replaced cottage industries. In the era of cottage industries, there was an equitable distribution of wealth, but with the starting of huge factories and mills, wealth began to concentrate in few hands, and the economic power went into the hands of capitalists and industrial magnates. The firm establishment of capitalistic forms of the business organization led to evils of profiteering and very high rates of interest. Capital became the king in the economic world, and throughout the 19th century, there was regular exploitation of poorer classes of societies practically in every country. With the expansion of the market form the local to national and international boundaries, there appeared a very long chain of middlemen and intermediaries in the machinery of distribution, trying to link the primary producer and the ultimate consumer. This created extraordinary differences in the two prices, producer’s price and consumer price. In order to fight against the evils of middlemen’s profiteering, consumers united together and started their cooperative stores. It aimed at the abolition of the profits of intermediaries. Thus, the exploitation by capitalists compelled the exploited ones to join together for mutual help and establish cooperative societies as an alternative business organization.

			Cooperation is as old as human history. At the beginning of human civilization, cooperation was the biological necessity. Cooperation means living together and working together. Cooperative spirit means the development of an unselfish spirit where ‘each shall work for all and all for each.’ In today’s materialistic world also, the survival of mankind without cooperation is impossible. Even in modern business organizations, where employees have a clash of interests, achievements of organizations depend upon the level of team spirit. Despite the competitive struggle for existence among men, helping one another in difficult times enabled mankind to live together. Cooperation is a universal instrument of creation (Bowell). Both cooperation and competition have a role to play in the development of human society and civilization. However, it would still be correct to conclude that cooperative forces have contributed to development much more substantially as a result of group life and group activity. Thus, cooperation is older than cooperatives. 

			The present-day cooperatives, as a distinct business entity had emerged after the Industrial Revolution in the 18th century as a peaceful reaction to class exploitation. The modern cooperative movement, thus, can be traced back to the latter half of the industrial revolution, which was intended for the removal of the injustice of capitalism and was developed as an association or enterprise for the poor sections that experienced a direct economic difficulty for themselves. Though started as a reaction to class exploitation, and to protect the poor ones, cooperatives as an organization have found an important role in every economic system, i.e., developing economies, developed economies, capitalistic economies, socialistic economies or mixed economies. But their efficiency, role and operational contours are decided by the socio-economic system in which they operate. Therefore, the definition of cooperatives is also affected by the circumstances under which it is explained.

			The most comprehensive definition of a cooperative society is the one given by the International Cooperative Alliance as ‘An autonomous association of person united voluntarily to meet their economic, social and cultural needs and aspirations through a jointly-owned and democratically-controlled enterprise’ (ICA 1995). On the basis of the above discussion, it might be concluded that, as a company, a cooperative society is an incorporated body registered under the Cooperative Societies Act of the State. It is an association of persons on the basis of equality for the promotion or furtherance of their common economic interests. However, it has some fundamental differences with the company form of business organization.

			As discussed earlier, the roots of modern cooperative business organizations can be traced back to the peaceful reaction of exploited classes, which developed cooperatives as an association for the poorer sections who had experienced a direct economic difficulty for themselves. Therefore, the basic objective of cooperatives was to be an effective instrument of economic growth and to provide economic protection to relatively poor masses to improve their living standards. Nobel prize winner for Economics, Amartya Sen, recommended ‘intelligent and humane use of the notion of Cooperation because the market economy was heavily dependent on the psychological mechanism of reciprocal trust and cooperative growth and labeled lack of reciprocal trust as one of the most of the serious and evident causes of the present economic crisis.’ The ultimate aim of the cooperation is to develop a man with the spirit of self-help and mutual aid in order that individually he may rise to a full personal life and collectively to a full social life. Cooperatives working as a part of a structure have helped to realize production activities, distribution patterns and have improved the strength and capacities of the relatively weak sections of society by improving their savings and purchasing power side by side, promoting and protecting their interests. In this sense, cooperatives are an effective instrument for securing expeditious economic growth.

			Cooperation is one of the most important tools of social transformation, not resorting to revolution but a process of mutual cooperative effort. In the process, it aims at a social change that will ensure optimum economic welfare. The cooperative time movement has assumed great significance since there is no other potentially so powerful instrument for rural development. 

			1.2	Exercise 

			1.	What is cooperative?

			2.	What is a cooperative business?

			3.	How does cooperative business work?

			4.	What is the basic requirement to qualify a business as a cooperative?

			5.	Give some examples of cooperative business. 

			6.	What are the principles followed by cooperative businesses? 

			7.	Write a short note on the emergence of cooperative business. 

			

			Chapter 2. Principles of Co-operative Management

			2.1	Voluntary and Open Membership

			Cooperatives are voluntary organizations, 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.

			2.1.1	Introduction 

			Voluntary and open membership without discrimination to persons willing to accept the responsibilities of membership is a core principle and has been from the beginning of the cooperative movement in the first half of the 19th century. The statement that: “Cooperatives are voluntary organizations’ reaffirms the importance of people choosing voluntarily to participate in and make a commitment to their cooperative. People cannot be made to be co-operators. It is a voluntary act to join and to be involved with others to achieve shared economic, social and cultural needs and aspirations. The importance of voluntary and open membership is shown by the global cooperative movement’s accepting this as the 1st Co-operative Principle in the Alliance’s first formulation of the Co-operative Principles in Paris in 1937. It was reaffirmed in the re-statement of the Principles in Vienna in 1966 and again when the Principles were re-formulated and elaborated by the Alliance at the third review in Manchester in 1995. This first Principle is an expression of the right to freedom of association. This right of free association, namely to join or not to join with others to pursue common goals, is one of the fundamental rights in the United Nations Universal Declaration of Human Rights and in the 1966 United Nations International Covenant on Civil and Political Rights1 The 1st Principle asserts the right of any person to exercise free choice in deciding to join or leave a cooperative and take collective action to pursue the common economic, social and cultural interests of its members. Inclusiveness and the prohibition of discrimination are in the tradition of the founders of the cooperative movement. In the 1840s, the Rochdale Pioneers were socially progressive and radically ahead of their time in admitting women and all classes of society, irrespective of political persuasion or religious beliefs, as equal members of their cooperative. 

			2.1.2	Interpretation 

			“Cooperatives are a voluntary organization.” A “voluntary organization” is one that is formed by the free choice of the persons who are members of it. As voluntary organizations,’ cooperatives should have their rights and freedoms and the freedom of their members to form them, protected in law. “Open to all persons” affirms a general commitment to recognizing the fundamental dignity of every person and their right to involvement in a cooperative, which has been a basic commitment of all cooperatives since their emergence in the 19th century. It affirms that there should be no arbitrary restrictions placed on persons wishing to become members, the only limit on membership being the limit imposed by the purpose of the cooperative. “Able to use their services” acknowledges that cooperatives are organized for specific purposes. In many instances, they can only effectively serve a certain kind of member or a limited number of members. For example, fishery cooperatives essentially serve those engaged in commercial fishing, usually in a single port or area; housing cooperatives can house only so many members; worker cooperatives can employ only a limited number of members. In other words, there may be understandable and acceptable reasons why a cooperative may impose a limit on membership. Otherwise, a cooperative should not impose a limit on membership. Consumer cooperatives for food distribution, insurance and banking are open to all consumers of their services and/or the localities in which they operate. 

			“Willing to accept the responsibilities of membership” reminds members that while membership is open to them, members must also be willing to accept the duties that come with being a member. “Responsibility” is having a duty to deal with or having control over something. “Membership” is a central element of a cooperative enterprise that is jointly owned and democratically controlled by persons who chose to join it. A “member” will usually be an individual (natural) person in a primary cooperative but may also be a corporate (legal) person in a cooperative that provides services to other businesses or organizations.’

			Corporate persons may also be members of primary cooperatives where multiple stakeholders are members. Other cooperatives will normally be the members of secondary and tertiary cooperatives. “Discrimination” is the unjust or prejudicial treatment of different categories of people. In the phrase “without gender, social, racial, political or religious discrimination,” the preposition “without” governs the noun “discrimination.” The Principle, therefore, requires members to be open to all persons “without discrimination” irrespective of any personal characteristic.

			2.1.3	Guidance Note

			Voluntary organizations

			In the history of cooperatives, there are many examples where the Principle of voluntary association in cooperatives has not been observed. Cultural norms such as women being required to cease to be members of a cooperative when they marry or being denied membership because men are heads of households are a clear breach of this Principle. Some governments that used cooperatives as government-controlled engines of economic development made membership of cooperatives compulsory. This, too, breaches this 1st Principle. The right of a voluntary association to form cooperatives can also be frustrated by national legislative, tax and administrative systems which favor the investor-owned model of business enterprise and do not take account of the specific nature of the cooperative enterprise, hence the importance of cooperatives working politically to influence the legal, financial and administrative regimes in which their business enterprises operate. 

			Breaches of the 1st Principle of voluntary and open membership do not accord with the letter or spirit of the founding principles of our cooperative movement. They frustrate the growth of cooperatives as autonomous voluntary associations of persons uniting to meet their common needs and aspirations.

			If membership is compulsory, membership becomes tokenistic rather than an exercise of the fundamental human right to freedom of association. If members are forced to cease to be members, other than for breach of their responsibilities as members or because they no longer use the services of the cooperative, that too weakens cooperatives and is also a breach of this fundamental 1st Principle. 

			The voluntary nature of participation in cooperatives is an indispensable organizational trait that makes them viable and sustainable in competitive markets. Cooperatives cannot survive without the voluntary patronage of members who use the services of their cooperative and provide capital for it through membership shares, which grant voting rights, on which they receive only a limited return if any. The role of members as volunteers to serve as elected officers and on boards or committees is also a fundamental characteristic of cooperatives. In some cooperatives, the voluntary support of members for the daily operations of the cooperative is also essential to the success of the cooperative. The statement that “Cooperatives are voluntary organizations” reaffirms the fundamental importance of people choosing to make a commitment to their cooperative. People cannot be made to be co-operators, nor should they be forced by governments or others to become members. 

			Where economic pressures or government regulations encourage people to become members, cooperatives have a special responsibility to ensure that all members are fully involved and educated about the voluntary and open nature of their cooperative enterprise so that they voluntarily support it. In some countries, cooperatives, such as utility cooperatives, act as government-sanctioned monopoly enterprises. In these cases, membership is open to those residing within an authorized service territory. Within these service area boundaries, governments should not require individuals to become members in order to receive essential services. For example, cooperatives providing telephone or electric distribution services can provide a mechanism for those who seek service to obtain it while “opting out” of cooperative membership for religious or other reasons. Open, voluntary membership also means that members are free to cease to be members if they so choose. In some cooperatives, practical restrictions may need to be applied to members wishing to leave, though restrictions on leaving should be limited. For example, in a housing cooperative, a member may be required to assign the occupancy rights of the cooperative home they occupy to a new member. In an agricultural or worker cooperative, withdrawal of capital when a member leaves may need to be phased over time or subject to reasonable delays to avoid destabilizing the soundness of the cooperative’s finances, but the Principle of a member’s right to withdraw from membership should be respected.

			

			Membership 

			Members of a cooperative are individuals (natural persons) or corporate organizations (legal persons) who are users of a cooperative’s services or participate in its business enterprise as consumers, workers, producers or independent business owners. The type of members will depend on the nature of each cooperative. Members are also the cooperative’s stakeholders, co-owners and co-decision-makers with authority over major business decisions. The centrality of membership can be seen in all seven Co-operative Principles, and it is one of the most powerful concepts. In essence, membership means that there should be a special relationship between the cooperative and the people whose needs it is established to serve. 

			That relationship should define the business conducted by the cooperative, affect the way it does business, and shape its plans for the future. A recognition of the centrality of membership means that cooperatives will be committed to particularly high levels of service to members, who are the primary reason for their existence. The identity of members democratically in control of a cooperative is an organizational trait that differentiates cooperatives from shareholder-owned and/or joint-stock investor-owned companies where customers, investors, workers and managers are separate and distinct. Cooperatives are user-driven organizations’ (or worker-driven in worker cooperatives) established by, owned by and operating to meet their members’ common economic, social and cultural needs and aspirations. 

			Many commercial enterprises imitate membership by inviting customers to join wholesale clubs, commercial loyalty schemes, frequent flyer programs, or club card schemes. This demonstrates the business value of membership in competitive markets. Membership of a cooperative is fundamentally different from these arrangements, which are no more than marketing tools that do not grant ‘members’ rights of ownership or any involvement in business decision-making.

			Open to all persons

			Open membership to all persons implies that there should not be a high threshold to become a member. Generally, a member’s share in a consumer cooperative is set at a nominal rate, although members may also be encouraged to make a contribution to the cooperative’s capital. Membership shares that provide equity capital tend to be much higher to finance business operations in a producer or worker cooperatives. However, if the share capital required to become a member is set at a high level, it may be a barrier to people joining a cooperative. Where significant share capital is necessarily required from new members, arrangements for payment over time, such as installment payments, or credit facilities from an associated cooperative bank or credit union, should be made available. Membership of secondary cooperatives, which are cooperatives that provide services to other cooperatives, should also be open without arbitrary restriction to any cooperative able to use the services the secondary cooperative provides. In some jurisdictions, membership in secondary organizations is mandatory. Like primary cooperatives, membership share capital required to become a member should not be set in a way that restricts membership or is unaffordable to new or smaller cooperatives.

			Willing to accept the responsibilities of membership 

			The duties and commitments required of cooperative members vary from cooperative to cooperative, but they include exercising voting rights, participating in meetings, using the cooperative’s services, providing capital and, in some cases, where members’ liabilities are not limited by law or design, sharing losses if necessary. Membership responsibilities require constant emphasis, but they should be borne by members freely and willingly. For example, an agricultural cooperative may require that members enter into exclusive use contracts in which members are obliged to market crops, to buy inputs from the cooperative and to use its farming machinery. These user responsibilities strengthen the competitiveness of cooperatives by generating market power. 

			Cooperatives will be required to comply with national anti-trust and competition laws, but such laws which restrict the competitiveness of cooperatives can themselves distort the freedom of markets. Some cooperatives have experience of members who want to be members and share the benefits of membership when market conditions are bad, but who are not willing to accept the responsibilities of participating as members when the market for their goods and services is good. Such members may reasonably be excluded or expelled from membership because, by their actions, they have shown that they are not willing to accept the responsibilities of membership.

			Without discrimination 

			Since its earliest years, the cooperative movement has celebrated the diversity of human society and sought to bring together people of different social groups and classes, different races, different political affiliations and different religious beliefs. This welcoming of human diversity, in all its forms, is a key characteristic of cooperatives and finds expression in the 1st Principle. No person applying for membership of a cooperative should be refused membership because of any personal characteristics. The 1st Principle’s prohibition against discrimination is absolute. The inclusion of the words “gender, social, racial, political or religious discrimination” to illustrate the categories of people who may be unjustly treated does not limit the Principle of granting membership rights without discrimination. Listing examples of categories of people who may be discriminated against in an unequivocal statement is an ancient rhetorical way of illustrating the 1st Principle’s broad scope and extent. The United Nations’ Universal Declaration of Human Rights and the 1966 International Covenant on Civil and Political Rights take a similar form. 

			Society has changed since the Co-operative Principles were last re-formulated in 1995. There is a welcome global trend to celebrate human diversity and a growing commitment to the right to equality of treatment for all people. “Without discrimination” in this Principle imposes a duty on cooperatives to rise to the challenge of including all people in membership, a challenge that is particularly acute in countries and cultures where discrimination on grounds such as religious belief, ethnicity or race, gender or sexual orientation is a cultural norm. In order to be open to all people, cooperatives may need to take positive action to be inclusive. Cooperative premises may need adaptations to be accessible to people with disabilities. People who suffer blindness or sight impairment may need special assistance to use a cooperative’s services. New members who have not had the benefit of formal education may need to be given opportunities to develop literacy and numeracy skills in order fully to participate as members.

			Any form of discrimination based on age also needs to be challenged. Democratic renewal through training opportunities to encourage younger members to stand for election is preferable to arbitrary age barriers designed to exclude older members from active participation. Cooperative membership is in need of constant renewal. Every cooperative business needs new, younger members in order to be sustainable. The danger of control by older members, effectively stifling the engagement of a younger generation, should be recognized. A cooperative is only as strong as its next generation of members. Democratic structures and representation should reflect the demographics of a cooperative’s membership. The cooperative movement in some countries has specifically encouraged the development of youth and student cooperatives to engage the next generation. Establishing cooperatives in schools and universities may be a way of encouraging young people to experience and appreciate the benefits of cooperative enterprise that will lead to their subsequent engagement in the wider cooperative movement.

			Gender equality 

			Special efforts to ensure gender equality in cooperatives have been made at local, regional, national, and international levels in the last three decades, but the tangible progress has been very slow. For example, in consumer cooperatives, women often constitute a majority of members because of their traditional role in families, while most executives and managers in many cooperatives are men. In producer cooperatives, women are often excluded from membership mainly due to lack of property rights, although a large part of farming work is borne by women. Cooperatives should ensure that women participate equally in education and leadership development programs. 

			In some countries and cultures where women are still perceived as subservient to men, women may set up women’s cooperatives to overcome discrimination and gain a voice and a place for women that is not accessible to them because of religious or cultural gender discrimination. They operate credit and banking services, consumer shops, agriculture, handicrafts and small industries. 

			Such cooperatives, where membership is only open to women, do not breach the 1st Principle where they are established to overcome gender discrimination and disadvantage. They can help create opportunities for women in training on cooperative business and management, the building of capital, and help overcome lack of gender equality in cultures where women are traditionally excluded from entrepreneurial and/or leadership positions and activities. In these circumstances, women-only cooperatives enable women to gain the skills and experience necessary to participate in larger cooperatives. 

			Where restricting membership is a direct response to wider gender discrimination and disadvantage women face in society, restricting membership to women only does not breach this 1st Principle. In this 21st century, the binary concept of sex and gender as singularly male or female is no longer sufficient to reflect the gender realities of all people. Gender is not just about men and women. It is about how people identify themselves and includes people who are transgender or have chosen gender re-assignment. The 1st Principle of nondiscrimination on the grounds of gender extends to all persons.

			Open without social, racial or religious discrimination 

			The 1st Principle specifically asserts the Principle of open membership without social, racial, political or religious discrimination. Some cooperatives are organized specifically to serve minority cultural, ethnic or religious groups. Faith-based cooperatives and faith leaders, in particular, have a proud history of promoting the development of cooperatives to tackle poverty and promote financial inclusiveness, many of these cooperatives being open to people of other faiths. Faith-based cooperatives have every right to exist where they are established in order to overcome the exclusion and disadvantage that minority groups suffer so long as they do not discriminate against others, do not impede the organization of like cooperatives among other cultural groups, do not exploit non-members in their communities, and so long as they accept responsibility for participating in and fostering the development of the wider cooperative movement. While cooperative members are free to affiliate to any political party, religious or cultural group, they are not free to discriminate against other members. From its earliest foundation from the ideals of Robert Owen, the cooperative movement has always been open to people of all political persuasions. The Arenite Co-operative Congress in 1832 passed the following resolution, which was clearly picked up in the 1937 review of the Principles in the Principle of ‘political and religious neutrality’: 

			“Whereas the cooperative world contains persons of all religious sects, and of all political parties, it is unanimously resolved that co-operators as such, are not identified with any religious, irreligious, or political tenets whatever; neither those of Mr. Owen nor of any other individual.” 

			Likewise, the Rochdale Pioneers’ 1860 Rules of Conduct included an introductory paragraph which said: 

			“The present cooperative movement does not intend to meddle with the various religious or political differences which now exist in society, but by a common bond, namely that of self-interest, to join together the means energies and the talents of all for the common benefit of each.”

			This Principle of political and religious neutrality has been maintained in every review and reformulation of these Cooperative Principles. 

			Political engagement by cooperatives does not interfere with the political neutrality inherent in this 1st Principle if membership of a cooperative remains opens irrespective of each member’s personal political persuasion. Political neutrality is not the same as political indifference. In the interests of their members, cooperatives need to behave as ‘citizens’ engaging with other civil society organizations or having contacts with political institutions in order to ensure that national laws, tax regimes and business regulations do not disadvantage them in comparison with investor-owned businesses. Engagement may be direct or through national cooperative federations or apex organizations. As the eminent French economist and tireless early champion of the cooperative movement, Charles Gide, said: “cooperatives ought never to abstain from taking up an attitude in discussions on the big economic and social problems which interest Cooperation.”

			

			Social class or caste has no bearing on the right of individuals to be members. Cooperatives are open to rich and poor alike. Other social distinctions or personal characteristics should not be used to restrict the principle of open membership. The race is also not a characteristic that can be used to discriminate against those who wish to become members. Racial characteristics are superficial and do not constitute grounds for discrimination. Cultural differences are more significant, but these differences should be celebrated as the glorious rainbow of human diversity and not used to limit membership. Cooperatives have always been socially progressive organizations. Where they encounter prejudice, which manifests itself in exclusivity and discrimination, they should, in the tradition of their founders, challenge it. This should be done, in particular, in every cooperative by the application of the 1st Principle of open membership without discrimination. All cooperatives are encouraged to take steps to remove barriers to membership and facilitate the participation of all excluded groups in society.

			2.1.4	Future Scope 

			Trade with non-members 

			The scale of non-member trade needs to be discussed in cooperatives that provide members with services and also trade with non-members. While improving the cooperative economy through non-member trade is acceptable, if non-member trade exceeds trading with members, the reasons for it should be examined, in particular, whether the cooperative is applying this 1st Principle of open and voluntary membership in practice. If users of a cooperative’s services are choosing not to become members, new approaches should be adopted to encourage them to become members. In accordance with Principle, cooperatives should educate people on the benefits of membership and develop exclusive advantages for members. Similarly, if members are not users of a cooperative’s services, the reasons for them not being users should be analyzed, and their right to remain members should be considered. 

			Maintaining the 1st Principle in larger co-operative groups 

			How do larger, more complex groups, which may include other businesses as subsidiaries and trade with non-members, maintain the Principle of open and voluntary membership? While such cooperatives have freedom of choice as to how this 1st Principle is applied, they need to consider how to account openly to their users and stakeholders for their application of the open membership and non-discriminatory provisions of this 1st Principle.

			2.2	2nd Principle: Democratic Member Control

			Cooperatives are democratic organizations 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 cooperatives, members have equal voting rights (one member, one vote), and cooperatives at other levels are also organized in a democratic manner.

			2.2.1	Introduction 

			Democracy is a simple concept: the governance or control of an organization by its members through majority decision-making. In practice, the democratic governance of any human institution is a complex task. Sound democratic governance of cooperatives is no exception. The struggle for democratic rights on a political level is a common theme of the history of the last two centuries and remains so in many parts of the world today. Democracy can usefully be thought of as a set of rights: rights to participate in the government of a state or organization. 

			The Principle of member democratic control was very radical when the first cooperatives were founded in the mid-19th century, particularly its universal application to all members, including women. It predates the extension of suffrage, having no ties to gender or property ownership. In cooperatives, ‘democracy’ includes considerations of rights and the responsibilities which attend such rights. But it also means fostering the spirit of democracy within cooperatives, a never-ending difficult, but socially valuable and essential task. One of the key benefits of cooperatives is that they help plant deep democratic roots within the fertile soil of civil society. It should be recognized that the democratic process, by itself, does not guarantee competence. A key characteristic of all sustainable democratic systems is that democracy needs the protection of sound democratic laws, governance codes, procedures and processes, such as formalized models of organization and business management. Democracy is also not just linked to voting in elections and general assemblies. It also requires the separation of democratic and executive powers, with checks and balances under the control of members. These should be established through different bodies in the cooperative responsible for the administration of elections, setting governance strategy and overseeing governance audits and governance reports to members. Since the earliest days of the cooperative movement, this 2nd democratic Principle has been a key characteristic of cooperatives. 

			It is the heart and soul of cooperative governance. Members acting within democratic procedures agreed by them in the exercise of their right to the voluntary and free association are sovereign. Democratic control by members animates each and every cooperative. In democratic systems, there is a spectrum of democratic engagement: from representative democracy through the election of representatives every few years, through deliberative democracy on major issues, to participatory democracy with continuous engagement of members in day to day decision-making. Cooperatives tend towards the deliberative and participatory end of the democratic spectrum. Members should be engaged in proposing and approving key strategic policy decisions and regularly, in a general assembly, holding elected representatives on boards or committees and senior executives to account. 
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