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[Interagency Working Group on Cooperative Development
October 29, 2021; 10:30am – 12:00pm EST (Microsoft Teams)


Moderator: Andy Jermolowicz (4 minutes); First Speaker: Xochitl Torres Small (4 minutes); Second Speaker: Dr. Karama Neal (7 minutes); Third Speaker: Mark Brodziski or AJ (7 minutes); Jim Wadsworth, Debbie Rausch, Margaret Bau, Meegan Moriarty (15 minutes); and a video (5 minutes); then potential words from NCBA, NCFC, any others if time permits (20 minutes); answer some of the chat questions/comments (20 minutes), wrap up (3-5 minutes).

Chat will include a multiple-choice quiz on cooperatives to engage the attendees and provide some cooperative basics while the program is starting.



Welcome

* Andrew Jermolowicz
* Director Business Develoment Division

e USDA Rural Business-Cooperative
Service
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Thank you for attending the Interagency Working Group on Cooperative Development. Please note that this will be a recorded meeting.

My name is Andy Jermolowicz and I am the director of the Business Development Division of Rural Business-Cooperative Service. The cooperative services branch is within my division and they are assisting the agency in this effort of engaging federal agencies and outside cooperative stakeholders as a means to promote cooperative development and assistance to cooperatives in the United States. 

If you have not already, please take a minute to take the coop quiz in the chat. 
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Tohono O’'odham Nation Cooperative Market in Arizona
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Presentation Notes
To preface today’s meeting, the Interagency Working Group on Cooperative Development first convened in 2014 and met a number of times over several years to discuss cooperative development, the needs of the cooperative community, and how the federal government can further assist cooperatives and cooperative development. Unfortunately, there was a break in this effort and today we are moving to re-establish the group by involving those, all of you, that can potentially assist cooperative development and the success of cooperatives.

This morning, our attendance consists of people from USDA, from other federal agencies, and from various outside cooperative stakeholders. For Rural Development, three of our esteemed leaders will lead off today’s discussion to set the stage for going forward. We hope this will clarify and help establish the mission and goals of this effort, and what we hope this meeting will spark. We will then have some short presentations from our cooperative services branch staff. Then, we’d like to open it up to comments, thoughts and questions from our attendees and finally, we hope to provide a means for more engagement going forward. 



Introductions

* Please write in the chat your:

* Name

* Affiliation

 EMAIL ADDRESS (or send it to
Meegan.Moriarty@usda.gov)

* A few words about your

interest in cooperatives
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Let me provide a few ground rules for this session: given the time constraint we’re under and the number of people involved, we won’t be able to do comprehensive introductions. However, if you’d like to provide your name and association in the chat, we will be grateful for that. Also, if you have questions, we ask that you put them in the chat as well, and if we can get to them after we have our speakers, we will. And if we don’t get to all the questions or comments, we’ll certainly try to answer them afterwards via email or phone.





Welcome

Xochitl Torres Small, Dr. Karama Neal, Administrator, Mark Brodziski, Deputy
Undersecretary for Rural USDA Rural Business Administrator, USDA Rural
Development, USDA Cooperative Service Business Cooperative Service
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Now, I would like to introduce our Undersecretary for Rural Development Xochitl Torres Small; Rural Business Cooperative Service Administrator Dr. Karama Neal; and Deputy Administrator Mark Brodziski. Undersecretary Torres Small. 


Interagency Working Group on Cooperative Development

The Agriculture Secretary “shall coordinate and chair an

interagency working group to foster cooperative development
and ensure coordination with federal agencies and national
and local cooperative organizations that have cooperative
programs and interests.” 7 U.S.C. section 1932(e)(12).
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[Undersecretary Torres Small] 

Good morning and thank you for attending the inaugural Biden administration convening of the Interagency Working Group on Cooperative Development. The 2014 Farm Bill authorized the Secretary of Agriculture to chair this working group to ensure coordination on cooperative development among federal agencies and private sector organizations. We are honored to have such an important role in supporting cooperative development. The cooperative form of business can be an effective tool to provide economic opportunities to underrepresented people and cooperatives have taken a prominent role in addressing the challenges posed by the COVID-19 pandemic.

We are so pleased to have so many of our partner organizations join us, both within and outside the federal government. One of the many partner organizations represented here today, the National Cooperative Business Association, deserves thanks for its efforts to make this group a reality. 



UNITED STATES
DEPARTMENT OF AGRICULTURE
Office of the Secretary
Washington, D.C. 20250

NATIONAL COOPERATIVE MONTH
October 2021

By the Secretary of Agriculture of the United States of America
A PROCLAMATION

WHEREAS the United States Department of Agriculture has designated “Build Back for
Impact™ as its theme for National Cooperative Month 2021, recognizing cooperatives as a
trusted, democratic, time-tested way to conduct business and build communities; and

WHEREAS more than 30,000 cooperatives—including agricultural, utility, financial services,
purchasing, food/grocery, housing, and retail co-ops—operate at 73,000 places of business
throughout the U.S., account for more than 2 million jobs, boast about 350 million memberships,
and generate $654 billion in annual revenue; and

WHEREAS 1,746 agricultural cooperatives operate at more than 9,500 locations in 50 States,
employ 186 thousand people, generate more than $200 billion in revenue from farmer-owned
assets of $102 billion, and earn more than $8 billion, much of which is returned to farmer-
member-owners in the form of patronage; and

WHEREAS rural electrical co-ops provide power to three-quarters of the Nation’s landmass
and, along with rural telecommunications co-ops, are helping to expand broadband Internet
service, thus making rural America more competitive by promoting job creation and improved
education and healthcare services: and

NOW, THEREFORE, in recognition of the vital role that cooperatives play in improving
economic opportunity and the quality of life in America, I, Thomas Vilsack, Secretary of
Agriculture, do hereby proclaim October 2021 as National Cooperative Month. I encourage all
Americans to learn more about cooperatives and celebrate cooperatives® accomplishments with
appropriate ceremonies and activities.

IN WITNESS WHEREOF, | have hereunto set my hand this 28 day of October 2021, the
two-hundred forty-fifth year of the Independence of the United States of America.

(é«' MJ‘/‘-L\

Secretary

BUILD BACK FOR
IMPACT

HAPPY CO-OP MONT
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It is fitting that we reconvene the working group in October during Cooperative Month. The theme of the 2021 Cooperative Month is “Build Back for Impact.” Cooperatives have withstood the COVID-19 crisis with agility and resiliency. 

Here are just a few examples, among the many, of cooperatives providing a solution during the COVID crisis: 
•The Neighboring Food Co-op Association bought pecans and watermelons from farmer members of the Federation of Southern Cooperatives who lost 85 percent of their market
•Palmetto Electric Cooperative members added money to their electric bills to go toward social service agencies to help people who needed funds to pay rent, mortgage, food, and utility bills
•The employees of Baltimore’s Joe Squared Pizza reopened the restaurant as a worker cooperative after it went out of business
	


Cooperative Resiliency During COVID-19

Sunrise

E
COOPERATIVE

from your vehicle!

Many coops provided free WiiFi to their communities Bedford REC Builds Movie Theater (photo provided with permission from the Bedford
Chamber of Commerce)
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•Land O’ Lakes provided free Wi-Fi so that students in the community could do schoolwork

•Worker cooperative Opportunity Threads sewed personal protective gear to assure that Cooperative Home Care Associates’ health aides remained safe.

•Bedford Rural Electric Cooperative in Pennsylvania helped to build a drive-in movie theater to salvage a summer tourism season



Cooperative Resiliency
During COVID-19

Cooperatives provided vaccine clinics

for their communities including:
* Organic Valley (shown here)
* Alabama Farmers Cooperative

* Riceland Cooperative
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Organic Valley, Alabama Farmers Cooperative, and Riceland Agricultural Cooperative provided vaccine clinics for their communities
Dairy Farmers of America cooperative donated via their DFA Cares Foundation to food banks across the country
Green Top Cooperative Grocery in Illinois helped dairy operation Kilgus Farmstead to avoid dumping milk by advertising two-for-one milk specials


And there are many more examples of cooperatives showing care for their communities.

Cooperatives really do “build back better.” They are a model of economic sustainability and an economic bedrock for rural areas.  They are a building block for a more prosperous future.

Thank you for your attendance and for your work to further cooperative development.



Dr. Karama Neal

USDA Deputy Under
Secretary for Rural
Development
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Hello, thank you for participating in the Interagency Cooperative Working Group. It is an honor to address this gathering. Just as Mr. Maxson alluded to, cooperatives provide solutions during tough times and invest in their communities when times are good.
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Part of the reason the cooperatives have such an impact is that there are so many of them and there are cooperative businesses of of all sizes and sectors.  For example, please take a look at these familiar logos and enter the names of the cooperatives into the chat.

Some of these businesses are widely recognized as cooperatives, but it some may be surprised to learn that Organic Valley, Florida’s Natural, Equal Exchanges, Welch’s, and Self Help Credit Union are the cooperatives among this group.

These are just some of the more than 30,000 cooperatives in the US which account for more than 2 million jobs, boast about 350 million memberships, and generate $654 billion in annual revenue.


http://www.google.com/imgres?imgurl=http://weblogs.baltimoresun.com/business/consuminginterests/blog/samsclub.jpg&imgrefurl=http://weblogs.baltimoresun.com/business/consuminginterests/blog/shopping/&h=312&w=412&sz=18&tbnid=cp7dkfjYtxLhxM::&tbnh=95&tbnw=125&prev=/images?q=Sam's+Club+logo&hl=en&usg=__eFQt56Ky79eShqzlnMzdDeXsLBw=&ei=WzKsSYmJENWDtweKsMT1Dw&sa=X&oi=image_result&resnum=2&ct=image&cd=1
https://www.self-help.org/

Cooperatives Are Successful

* 30,000 cooperatives

e 2 million jobs

* 350 memberships

* S654 billion in annual revenue

* Operating in every sector of the
economy

» 76% of agricultural coops in existence
for >50 years

Benjamin Franklin’s Mutual Fire Insurance
Company established in 1752 is still in operation
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 Cooperatives are found in various forms around the world and have a long history in the US. In recognition of the value of the cooperative model, in the 1920s, USDA created a “division of cooperative research and assistance” for farmer co-ops. About a decade later, we helped rural electric co-ops bring electricity to America’s farms, small towns, and byways. 

And as you just saw, cooperatives are not just limited to agriculture and utilities but are seen in the food service, energy, financial services, insurance, education, health care, construction, and housing sectors. 

A close look at agricultural cooperatives shows that 76 percent have been in existence for 50 years or more.  This level of resiliency is particularly important given today’s economic, health, and other shocks. Cooperatives of all forms – worker coops, producer coops, and consumer coops -  remain an important form of business because their form facilitates resiliency and can weather such shocks. 





User-Owned, User Controlled, User-Benefit

e User-Owned

— The people who own and finance the
cooperative are those who use it

e User-Controlled

— The people who use the cooperative
are those who control the cooperative

e User-Benefits

— The cooperative’s sole purpose is to
provide and distribute benefits to its
members on the basis of patronage

T R e e R 00 AT TR R (U ALY
Landscape Cooperative Members
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The member-patrons of the cooperative own, finance, use, and democratically control the cooperative. Financial benefits from the cooperative’s business remain with the member-patrons in the form of patronage refunds and thereby stay in the local community where the members live. 


Cooperative Principles

. Voluntary and Open Membership 5. Education, Training, and Information
. Democratic Member Control 6. Cooperation among Cooperatives
. Member Economic Participation 7. Concern for Community

. Autonomy and Independence
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Cooperatives are not subject to a profit maximization imperative; they can focus on multiple goals including helping their members, employees, suppliers, community, other cooperatives, and the environment.  Goals that are similar to many of the priorities of this administration. 


After Joe Squared Pizza’s
owner closed the
restaurant, former
employees reopened it
and formed a worker
cooperative

Photo courtesy of Joe Squared Pizza Worker Cooperative
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Since cooperatives are democratic organizations whose members have a voice in how the business is run, cooperatives produce creative solutions, particularly in times of crisis. In the case of worker cooperatives, members can change their operations or opt to take smaller paychecks rather than dismiss workers or go out of business. Farmers can change how they market and process their produce. Cooperative grocers can rely on their relationships with locally sourced producers and flexibly address supply chain issues. Co-op retailers can move quickly to take advantage of e-commerce.


Coops fill market gaps and
power % of the Nation’s
landmass

* NRECA partnered with seven
electric cooperatives to provide
solar power to low- and moderate-
income members

Photo courtesy of Oklahoma Electric Cooperative
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These values allow cooperatives to fill market gaps  broadband, electric, rural grocery, and farmer co-operatives are examples of businesses that address community needs that would otherwise go unmet. Utility cooperatives bring power to three-quarters of the Nation’s landmass and are working to provide broadband access. Utility coops are also addressing climate change through the use of solar power and other climate-smart technologies.


Next Steps

Identify Opportunities and Challenges

Chichisnd, ectic

* Federal program resources
* |dentify barriers to coops

e Opportunities for

* Cooperative conversions
* Food chain facilitation

* Care economy coops
% %
LA

- — —

Drive-in coop member meeting during the COVID-19 pandemic
Photo courtesy of NRECA photographer Alexis Dunnum
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We have convened this meeting today to foster cooperative development and ensure coordination with Federal agencies and national and local cooperative organizations that have cooperative programs and interests. We hope this group can seize the opportunity to make programs across the federal government better known and understood, and bring people within and outside government together for greater synergy in cooperative development. 
   
For example, a Federal cooperative resource webpage would facilitate cooperative development. We hope that this working group can contribute to that resource.

Also, we often get questions about cooperatives roles in food production, aggregation, processing, and distribution. Given this administration’s focus on food and other supply chains, we hope this working group can find ways to remove barriers that may limit cooperative participation in federal programs.

We’ve provided assistance to groups working on cooperative transition as a means of preserving jobs and markets. Again, this aligns well with this administration’s priorities. How might the members of this working group identify other sectoral opportunities for these job saving transitions?

And we understand the importance of the care economy in our overall economic recovery. Cooperative care businesses can help meet that need while providing better jobs for those providing the care. How can federal agencies and others in this working group facilitate this opportunity for aspiring worker-owners? 

By working on these and other projects some of which you all might suggest today, we anticipate that these meetings will:

•             Develop a platform for sharing information on available government and stakeholder programs and resources for cooperatives,
•             Foster the working relationship among government agencies and cooperative stakeholders to facilitate the use of the cooperative model to solve problems, and
•             Continue to educate federal and nonfederal participants regarding the operation of cooperatives and the value of cooperative development

So let’s get started! Thanks for being here and thank you in advance for the important work you will do.

Now I will turn the program over to (Andy or Mark), 



Welcome

Mark Brodziski
Deputy Administrator,
Rural Business-Cooperative Service
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Good morning, I am Mark Brodziski, Deputy Administrator, Rural Business Cooperative Service, and I too welcome you to this interagency working group on cooperative development and thank all of you for attending. To set the stage further, I want to provide a brief history of cooperatives in the United States and the Federal Government’s work with them.
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Congress has repeatedly recognized cooperatives’ role in aiding the success of vulnerable but critically important industries and populations. In 1922, Congress passed the Capper Volstead Act, which allowed farmer to market their products collectively. Prior to enactment, purchasers knew they could command an untenably low price for agricultural products because farmers would be forced to sell before their product spoiled. Now, farmers can unite in an agricultural cooperative, which can guarantee a buyer to process and market their patrons’ produce. In the case of dairy industry, cooperatives provide an essential “balancing” service when they process excess milk into less perishable cheese, butter, whey, and dried milk. This critical antitrust shield remains an important tool for farmers but has been challenged in court in recent years by large purchasers of agricultural products.



Cooperative Marketing

Act of 1926

Authorized the Cooperative Services
Branch at USDA

Confers with groups forming
cooperatives

Promotes the knowledge of coop
principles and practices

Analyzes and disseminates
cooperative information

https://www.rd.usda.gov Search
“USDA Cooperative Services”

Home

About RD
Programs & Services
All Programs
Browse by State
Business Programs
Community Facilities Programs
Cooperative Services
Electric Programs
Energy Programs
Single Family Housing Programs
Telecommunications Programs
Water & Environmental Programs
Multi-Family Housing Programs
USDA LINC Training
Services

Newsroom

Contact Us

Cooperative Services

Cooperatives are a world-class business development tool for creating robust, sustainable communities. Organized to
meet the economic needs of its member-owners, a cooperative is a particularly resilient business form. It embodies the
concept of self-help: members use the cooperative, own it, and control it.

Cooperatives are essential to the U.5. economy, especially in rural communities where they often fill market gaps.
Agricultural cooperatives provide effective marketing, low-cost supplies and services to their member owners, and
cooperatives bring electricity, e-connectivity, affordable housing, capital, financial services, telecommunications, health
care, food, hardware, building supplies, and countless other goods and services to rural America.

The function of Cooperative Services is to foster and sustain this uniquely resilient and flexible structure. We strive to
help rural residents form new cooperatives and improve the operations of existing ones by:

* Fostering cooperative development through the dissemination of co-op principles and practices

& Acquiring, analyzing, and disseminating cooperative economic, statistical, and historic information

* Describing cooperative legal and economic ecosystems

* Providing educational materials and conducting cooperative research
Fostering Cooperative Development---Cooperative Services provides support and information for people deciding

whether and how to form a co-op. Many of these materials are used by economic development professionals, trade

associations, extension agents, youth groups, and agriculture and business schools. USDA’s library of cooperative

information and research publications include co-op primers such as:

* How to Start a Cooperative (en espanol)

» Feasibility Study Guide

® Co-ops 101 (en espanol)

To seek technical assistance help for forming cooperatives or for new cooperative development issues, please reach out

to a Rural Cooperative Development Center, many of which are partially funded through USDA’s Rural Cooperative

Development Grant.
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In 1926, Congress again recognized the importance of cooperatives when it enacted The Cooperative Marketing Act. This law authorized a unit within USDA to:
•	Confer with groups interested in forming cooperatives
•	Promote the knowledge of cooperative principles and practices and 
•	Analyze and disseminate cooperative information
This group continues to reside in the USDA Rural Development Cooperative Programs Branch where they promote cooperative development with resources, technical assistance, and outreach and are available to consult on all aspects of cooperative development. Its annual survey of cooperatives has been ongoing for close to 100 years.



Rural Electrification Act of 1936

* Earlier executive order created predecessor to
USDA Rural Utilities Service

Farm Credit Act of 1933

* Created Farm Credit Administration and
System of Cooperative Banks

Farm Credit System District Territories
As of January 1, 2021
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utilities-service
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With the Great Depression, Congress continued their recognition of the value of cooperatives by enacting several programs that exist to this day. The Farm Credit Act in 1933 created a system of banks to provide financing for cooperatives, and the Rural Electrification Act of 1937 authorized loans to rural electric and telephone cooperatives. Prior to enactment of the Rural Electrification Act, only 11 out of every 100 farms had access to electricity. The USDA Rural Utilities Service, the successor organization to the Rural Electrification Administration, continues to provide grants and loans to the rural electric cooperatives established in the 1930s and ‘40s.


!Grant Programs for Cooperatives

https://www.rd.usda.gov/sites/default/files/fact-

— —

USDA Rural Development

sl U-S. DEPARTMENT OF AGRICULTURE

Together, America Prospers

Rural Cooperative Development Grants

What does this
program do?

The primary objective of the
RCDG program is to improve
the economic condition

of rural areas by assisting
individuals and businesses
in the startup, expansion, or

operational improvement of rural

« Non-profit corporations

« Institutions of higher education

and individuals are not eligible

Matching funds requirement:

Who may apply for this program?

« Public bodies, for-profit businesses,

-

sheet/508 RD _FS_RBS_RCDG.pdf

How do we get started?

Before you apply:

Request a Data Universal Number
System (DUNS) n
organization doesn't alre
one. It should not take
a few business days to ¢ )
you should plan
at least a month befol
the application deadline b
you'll need that number for

pre-application step (see below)

: ~
_a_-__h

USDA Rural Development

sl U-S. DEPARTMENT OF AGRICULTURE

Together, America Prospers

Socially Disadvantaged Groups Grant

What does this
program do?

The primary objective of the
SDGG program is to provide
technical assistance to socially-
disadvantaged groups through
cooperatives and Cooperative
Development Centers. Each

fiscal year, applications are

How may funds be used?

Grant funds must be used to provide
technical assistance to social
disadvantaged groups in rural areas.

Examples of technical assistance are
* Feasibility studies

» Business plans

« Strategic planning

» Leadership training

How do we get started?

Before you start the registration
proce

through t

id and p:
your organi
number to
> your registration. Also,
make a note of your C

expiration date bec

https://www.rd.usda.gov/sites/default/files/fact-
sheet/508 RD FS RBS_SDGG.pdf
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Successive Farm Bills have given cooperatives access to various grant and loan opportunities. 
USDA Rural Development’s Rural Cooperative Development Grant and Socially Disadvantaged Groups Grant fund cooperative development centers around the country. These centers often work in underserved communities and create jobs and opportunities that might not be available otherwise. 



Co-op use of Rural Development Programs
FY 2016-2020*

* Corona Virus Relief loans $12.0 mil
* B&I Guaranteed loans (all) $23.5 mil
* Energy Programs (loan + grant) $3.5 mil
* REDL $133 mil
« of that Per. Poverty $7.9 mil
* REDG $18.6 mil
* VAPG $5.9 mil
* SSGD $1.6 mil

* numbers are approximate
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Cooperatives are eligible for many other Rural Development grants, and direct and guaranteed loans including the ones on this list. The Value-Added Producer Grant program helps cooperatives add value to crops that their members produce. An existing business can convert to a cooperative using the Business & Industry Loan Guarantee Program. Cooperatives may be eligible for other Rural Development business and community development programs, including COVID relief, energy, housing, water, environmental, and broadband programs.




Main Street Employee
Ownership Act

* Cooperative education role for SBDCs

* Expanded access to SBA loans for some
employee-owned businesses
e Education on conversion to cooperatives

* Over the next two decades, 70% of privately
held businesses will change hands

 Nicknamed the “Silver Tsunami”
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Recently, Congress passed the Main Street Employee Ownership Act as part of the Defense Authorization Act of 2019. This legislation expanded access to SBA loans for some employee owed businesses and directed SBA to work with Small Business Development Centers across the nation to provide outreach and education on cooperatives. We welcome the many SBDCs that are participating in the meeting today
The Main Street Act also directed SBA to engage retiring business owners on the opportunity to convert their businesses to employee-owned cooperatives or ESOPs. With the large number of baby boomers retiring, the legislation acknowledges an opportunity to preserve many small businesses by giving employees the opportunity to become owners and keep the businesses in the community.
Cooperatives play a vital role in helping to improve economic opportunity and the quality of life in America. At USDA, we are so happy to help celebrate their accomplishments during cooperative month. Now I will turn the program over to Jim Wadsworth, who will talk about USDA’s history with agricultural cooperatives. 



Agricultural Cooperatives

James Wadsworth
Branch Chief

Cooperative Programs
USDA Rural Business
Cooperative Service




Agricultural Cooperatives

A brief statistical review of ag co-ops
resiliency, longevity, and economic impact
on the food and fiber industry of the
United States



Ag co-ops impact and resilience:

* 1,744 co-ops operating 9,545 locations to serve 1.9 million producer
members

» $201 billion in revenue and a record $102.4 billion in assets
* A record $47.5 billion in member equity

* 185,000 employees paid $11.1 billion in wages and benefits
* Record $8.3 billion in net earnings in 2020

* Fewest losses reported during 2020 than in a long time

Ag co-ops longevity:

* 18 percent of ag co-ops in existence 100 years or more

* 54 percent 75 years old or more; 76 percent more than 50 years
Some ag co-ops you’'ve likely heard of or know:

* Sunkist, Land O’Lakes, Florida’s Natural, Ocean Spray, CHS, Inc., Cabot, and
many more...

Statistics available by request: coopinfo@usda.gov



mailto:coopinfo@usda.gov
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Food Systems

Debbie Rausch

Loan and Grant Analyst
Cooperative Programs
USDA Rural Business
Cooperative Service
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Good morning, I am Debbie Rausch and thank you for this opportunity to highlight current issues in the food systems in rural communities.   And think about how cooperatives can address access to healthy food and stronger rural businesses by building relationships and awareness among government agencies and our public partners also engaged in community and economic development. 

https://usdagcc-my.sharepoint.com/personal/meegan_moriarty_usda_gov/_layouts/15/onedrive.aspx?id=%2Fpersonal%2Fmeegan%5Fmoriarty%5Fusda%5Fgov%2FDocuments%2FRecordings%2FCoop%20Group%20Records%20IAWGCD%20Segments%2D20211022%5F113448%2DMeeting%20Recording%2Emp4&parent=%2Fpersonal%2Fmeegan%5Fmoriarty%5Fusda%5Fgov%2FDocuments%2FRecordings

Save Man ey
L

ML anid matoral foody 31 5o

y T and recelye 38
[.nmm.m:t-,.- owned Invest in a madel that

B aperated



Presenter
Presentation Notes
Many rural communities are struggling to retain a local grocery.  Closures have led communities to look at alternate structures for their food supply and distribution, ranging from buying clubs to the traditional cooperative grocery model and other innovative solutions in between.  Ten years ago, and handful of residents in Sitka Alaska wanted affordable organic food in their community.  A group of likeminded residents formed a buying club, which continued to grow leading to incorporation as the Sitka Food Co-op in May 2011.  Today they continue to grow, remain flexible and responsive to the needs of their local community.   
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Another example, in North Dakota 66% of the population resides in rural communities, 343 of which have less than 1000 residents. Groceries in those communities face challenges due to fewer distributors, and meeting volumes required for price breaks resulting in limited selection of shelf stable products, fresh meats and produce.  North Dakota Association of Rural Electric Cooperatives has been investigating potential solutions to the loss of rural groceries, as this has a significant impact on health and growth of communities.  They looked at similar food distribution systems in Alaska; however, have decided to pilot a model cooperative distribution hub.  Grocers aggregate orders which then are delivered to a single site and stored in individual lockers.  Grocers are notified when their orders are available for pick-up.  Formalizing this structure will depend on the outcome of the pilot.
The consumer side of the equation is not the only aspect of the food system affected.  Small to medium sized farm operations are also facing many issues related to access to the food system.  Livestock producers are finding it difficult to access timely processing and receive a price that reflects the value of their production and providing the ability to maintain a financially sustainable operation. Animal agriculture is not alone, fruit and vegetable producers are faced with issues around labor, and processing options as well.
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The cooperative model is well known in the agricultural community. Farmers without access to a processor have historically come together to build and own a facility to process their raw product.  Some familiar examples include Land o Lakes, Sunkist, Blue Diamond Almonds, Musselmans, Welch’s and Ocean Spray. Producers contribute the equity necessary to purchase or construct a facility to process and market the products of their members. Members share in the risk and reward of owning the processing facility.  This allows producers to gain access to markets that they otherwise could not serve as an individual farmer.  Returns are then shared amongst members based on quantity delivered to the cooperative.  
However, with the ever-increasing cost of constructing and operating processing facilities more equity may be necessary than producers are able to contribute.  One alternative is to issue preferred stock bringing in the necessary equity.  While also allowing participation and support of local community members without diluting the producer control of the cooperative.   
Another alternative that has been used by grocery co-ops and food hub projects is the multi-stake holder cooperative.  This allows for different classes of voting membership, who have a vested interest in the end purpose of the cooperative.  For example, a grocery would have membership classes for consumers, processors, and farmers.  Each has a reason to see the cooperative be successful.  Consumers want availability of food, smaller local processors want access to customers, and produce famers want access to customers interested in their product.  The voting remains democratic, and the returns are distributed among members based on use of the cooperative.
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The final example of cooperatives in the local food system is assisting beginning farmers, many of whom have limited resources.  Production co-ops while uncommon in the US, could be an option.  New Roots Cooperative Farm in Maine is an example of how this can work.  Four former Somali farmers arrived in Lewiston Maine to build a new life after leaving war torn Somalia.  Beginning in 2006, they spent time learning how to farm and market produce in their new surroundings. In 2016, with the assistance of Cooperative Development Institute and Cooperative Maine Business Alliance they formed a worker cooperative and are in the process of purchasing the 30 acres they have been farming under a lease arrangement.  
As with any economic development endeavor there are many moving parts and no one program can serve every aspect of a project.  However, by building working relationships and an awareness of each other’s assets, rural residents can receive the quality assistance needed to develop wealth and preserve the well being of their communities 

Now Margaret Bau, cooperative development specialist with USDA Cooperative Programs, will discuss the cooperative care economy.


Cooperatives in the Care Economy

“Together, America Prospers”

Margaret M. Bau
Cooperative Development
Specialist

Cooperative Programs
USDA Rural Business
Cooperative Service
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Thank you Debbie. 

Good morning. I’m Margaret Bau, and I am going to discuss cooperatives in the care economy.
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APPY CO-OP Mom'l-l 2021

isit coopmonth.coop to learn more /
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Caregivers who assist the elderly and people with disabilities to live independently in their own homes is the fastest growing job category in the US.  Unfortunately, low pay and no benefits make these already difficult jobs daunting, leading to an industry turnover rate of 64% annually.  When caregivers – 90% who are women and 50% are people of color - own their homecare agencies as worker co-ops, average pay increases by $1.93/hour and the turnover rate stabilizes to 36%.  



_ US Home Care Cooperatives

Port Angeles Homecare Co-op

Peninsula Homecare Co-op f——
Port Townsend, WA 2015

Port Angeles, WA 2019
Capital Homecare

Olympia, WA 2018

il Cooperative Home Care Associates
Heartsong Home Care Co-op Bronx, NY 1985

Mt. Vernon, WA 2018 Soaring Independent
Madison, WI, 2018 ]

Home Care Associates Golden Steps Home Care
Philadelphia, PA 1993 Brooklyn, NY 2014

[ - J/’g

Everyday Details
Asheville, NC, 2019

Courage Home Care
Los Angeles, CA 2017 4 J

Heart is Home
Hobbs & Bernalillo, NM, 2016
]

E-Quality Home Care Co-op
New Braunsfels, Texas, 2014

W

: 2020 list of caregiver co-ops courtesy of the Cooperative Development Foundation,
The ICA Group, and the Northwest Cooperative Development Center
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Six co-op development centers use RCDG and SDGG funds to deliver hands on technical assistance.  One grant recipient, the Cooperative Development Foundation, coordinates a national strategy for expansion and best practices, including the annual Home Care Cooperative conference and an annual benchmarking survey.  Currently there are 14 homecare worker co-ops operating across the country with several more under development.  In the fallout from COVID, agency owners who wish to exit the industry are being actively encouraged to sell their businesses to caregiver co-ops.  A national shared services co-op called Elevate Cooperative recently launched to provide bookkeeping, group purchasing, marketing, training, and platform support.  



Bellevue College Cooperative Preschools, Seattle, Washington
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The cooperative model is also used to deliver quality childcare.  There are several approaches to ownership.  There is a century long tradition of parent-owned childcare co-ops – with varying degrees of parent involvement in governance, parent education, and directly providing care.  Rebecca Allen, founder of Parent Cooperative Preschools International and an inductee into the Cooperative Hall of Fame, helped develop the federal government’s Head Start Program.  She made sure that Head Start included parents as decision makers and staff.
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With the difficulty in making center-based childcare economically viable, worker cooperatives are a less common option.  Childspace in Philadelphia is a worker cooperative of early education teachers.  With locations in three Philly neighborhoods, Childspace has been in operation since 1988.  

An increasing number of childcare providers offer care in their homes.  Home based providers may join a shared services cooperative such as CoRise Cooperative in Chicago and Springfield, Illinois.  The co-op handles administrative tasks such as billing parents, group purchasing, coordinating substitute care, and identifying new revenue streams.  CoRise Cooperative allows providers to focus on what matters:  caring for children.
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Local news program on Energy Capital Cooperative Child Care, Hazen, North Dakota
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Another option is the employer-assisted cooperative childcare.  Together several businesses offer childcare near the worksite for their employees. Businesses may contribute a site at low or no cost, in-kind services (such as utilities, accounting, meals), help with start-up expenses, subsidies to offset childcare costs to their employees, or directly employ childcare teachers or extend benefits similar to those offered to other employees.  One recent example is the Energy Capital Cooperative Child Care in the central North Dakota town of Hazen.  

(control click to view news clip)

And now I am going to introduce Meegan Moriarty, cooperative legal policy analyst with USDA Cooperative Programs, to discuss cooperative conversions.


https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.youtube.com%2Fwatch%3Fv%3DLQkXBYGvxes&data=04%7C01%7C%7C9f2f3727723845b7bd8208d995682b66%7Ced5b36e701ee4ebc867ee03cfa0d4697%7C0%7C0%7C637705096897370183%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=wUs3%2F9mXwCc0xSJahUYkg%2F713UjCNs6k%2B80Q4QyYH2g%3D&reserved=0

Cooperative Conversions

Meegan Moriarty
Legal Policy Analyst
Cooperative Programs
USDA Rural Business
Cooperative Service
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 Hello, my name is Meegan Moriarty, and I would like to discuss a powerful cooperative development strategy to build ownership, wealth, and local control, cooperative conversions.



Cooperative Conversions

70% of businesses will change ownership in the next
decade due to:

» The “Silver Tsunami” of baby boomer retirements
» Businesses sold to a competitor or private equity firm
which may:
« Take customer lists
 Remove equipment
» Lay off employees
* Move or close the business

* Business closures.

Real Pickles Cooperative, Greenfield, MA
Co-founders sold to employees, became co-op
.members. Co-op raised $400K in equity from

community.in 2 months '
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Over the next decade, 70% of businesses will change ownership.

While older generations passed the family business to their adult children, many baby boomer business owners are retiring without a succession plan. Their children have their own careers and are not interested in taking over the family busines.

Some of these businesses will be sold to competitors or private equity firm. Usually competitors are more interested in the customer list and cherry picking the equipment. Usually within 1.5-2 years, those acquired businesses lay-off employees.    
  
Unfortunately most of these businesses will simply close.  
  


Cooperative Conversions

* Encourage owners to sell viable businesses to:
 Employees — OR -
« The Community

« Using the cooperative model:

« Employees can purchase business

over time — and with coaching — become
a WORKER COOPERATIVE

« Vital services (like a grocery) could
be purchased by the community
and operated as a
CONSUMER COOPERATIVE

1 Island Employele Cooﬁr er Isle, ME
—Owrer of 42 years retiréd,\se 0 employees

Ih&ls la nﬂ’s*only groc e oKy, gas , variety store
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Instead of going out of business, these businesses can be sold to employees or the community.

The employees can purchase and own the business as a worker cooperative.  This allows employees to share the risks and rewards of ownership.  It will take time and coaching to go from an employee mindset to a co-owner mindset.  But the rewards are wealth building, personal empowerment, and leadership skills.

The community can purchase the business as a consumer cooperative.  This strategy allows for raising a wider pool of equity and for more “buy-in” in the business.  


A win-win-win
resiliency strategy

« Employees
» Retain jobs
 Active role in governance
» Create long term local wealth

« Community
* Local ownership
» Local decision making
* Maintain tax base, property values

 Owner

« Equitable price
 Exit the business with equity
» Legacy after lifetime of work

ofar Cooperative, Stevens Point, Wi
Transitioned in 2017
jéar old founder stayed, becoming a co:
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Cooperatives build resiliency - Because they are owned and controlled by people who live and work in the community, cooperative businesses are:

more resilient in economic downturns, 

more likely to make modifications to keep staff (rather than layoffs) and 

innovate quickly to meet evolving demands. 




Ward Lumber
Cooperative
Conversion

* 131-year-old business

* Jay Ward’s children had their own
careers
* Assisted in conversion by:

* New York Small Business Development
Center

* Cooperative Development Institute

* Cooperative Fund of New England

* Capital Impact Partners

* Adirondack North Country Association

* Ward Lumber Cooperative Conversion
Story
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I want to tell you about a recent cooperative conversion involving Ward Lumber, a 131-year-old business that has been in the Ward family for 4 generations.

The owner, Jay Ward, has children who were not interested in taking on the responsibilities of the business, so he decided, with the help of his employees and a number of development experts, to convert it to a worker cooperative.

I am going to play a video describing their conversion story. Jay and one of the workers at the worker cooperative, Alex Pond, are attending the meeting today.

(play video)

https://vimeo.com/573086443

Questions and Comments

* Please enter your questions and comments in the chat
* If we can, we will ask you to unmute yourself so you can speak

* If we are unable to get to your question, we will reply to you via email
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Thank you everyone for listening to what we’ve presented. Now we’d like to open it up to a few outside comments. First, we go to Doug O’Brien, CEO of National Cooperative Business Associatio.

Next, we’d like to hear from Kevin Natz of National Council of Farmer Cooperatives.

We’d like to you enter your questions and comments in the chat, and we may ask you to unmute yourself so you can speak.




Selileledlcoopinfo@usda.gov @IN

Jim Wadsworth: James.\Wadsworth@usda.gov

Deborah Rausch Deborah.Rausch@usda.gov

Margaret Bau: Margaret.Bau@usda.gov

Meegan Moriarty: Meegan.Moriarty@usda.gov

Cooperative Services Branch Website:
https://rd.usda.gov/programs-services/all-programs/cooperative-services
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For moving forward to try to meet the goals and deliverables for the Interagency Working Group, we are seeking volunteers to serve on various groups. These groups will likely be along the lines of: Food Chain and ag co-op Issues; cooperative conversions; homecare/healthcare; climate change; and perhaps another issue-specific cooperative group or two. If you are interested in serving on a group, please send an email to coopinfo@usda.gov, or of course, if you have a direct relationship with one of us, don’t hesitate to reach out that way. And if you have other comments you’d like us to listen to and consider that we haven’t been able to cover today, please provide those too. Our Cooperative Services Branch will receive information and volunteers and work to create appropriate groups. 


mailto:james.wadsworth@usda.gov
mailto:Deborah.Rausch@usda.gov
mailto:Margaret.Bau@usda.gov
mailto:Meegan.Moriarty@usda.gov
https://rd.usda.gov/programs-services/all-programs/cooperative-services
mailto:coopinfo@usda.gov

Thank You For Participating!

USDA Rural Development
S U-S. DEPARTMENT OF AGRICULTURE

USDA is an equal opportunity provider, employer, and lender.
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Thank you very much for your interest in cooperative development.
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