Managing the Co-operative
Difference

Presented by:
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“In a co-operative we are all
responsible for everything”

Jose Maria Arizmendiarrieta



The co-operative difference (distinctiveness)
Outline
1.Defining the difference and believing it

2.Creating and measuring the co—op difference
3.Managing and Marketing the co—op difference
4.Loyalty — inherent co—operative advantage
5.Management education for co—operatives:

create the competitive advantage based on the
co—operative identity
S %

SN0
S



The presentation is based on:

1. Managing and marketing the co-operative
difference by Tom Webb, MMCCU Manager

2. Loyalty management and the New co-operative
paradigm by Daniel Cote, HEC Montreal

3. Total participation management by Ryszard
Stocki, and the Co-op Index project



1. Who started your co-op and
why?

2. How Is your co-op different from
the competition?

3. What would be 5 characteristics
of an ideal (producer, worker,
consumer) co-operative?



The Co-operative Difference

The four pillars

of co-operation

Purpose
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The Co-operative Difference

Manage
‘Understand it |t
‘Believe it
Create it

‘Measure It




The new co-operative paradigm

Fundamentally, co-operatives need to answer
two guestions:

First, do they still have the capacity to build
and deliver to members and other
stakeholders, a different outcome from
Investor-owned organizations?

Second, is there a competitive advantage
that we can build from the co-operative
identity, its distinct nature and structure?
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Managing the Co-operative Difference

Part One

Understanding and Believing

the Co-operative Difference
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Believing the Co-operative Difference

Co-operative Values and Principles
170 years of evolution

Compatible with every culture, religion,
and humanistic approach to economic

ISSUES Self-help
_ Self-responsibility
*Found in every country Democracy
_ Equality
‘Universally accepted Equity solidarity

Honesty, openness, social responsibility, caring for others



Understanding the Co-operative Difference

Investor
Owned

Values

Purpose

Ethical stance

Bottom line(s)

Co-operative
Intrinsic
Inherent

Member and
community
needs

Justice;
internalize
externality

Multiple; social

optimum




Believing the Co-operative Difference

our resources
looking like
them

G&F Financial Group

G&F Financial Group offers the
group of services that you need. At
Gulf & Fraser Financial Group we
offer sound advice that is
professionally delivered. These
services are all wrapped around our
personal banking offering that has
often been noted for its delivery of
exceptional customer service. Come
and see how G&F Financial Group
has been delivering trusted service
for over 60 years.



Believing the Co-operative Difference
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How do I collect points? |
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Believing the Co-operative Difference

Things we hear:

“If we did all that Co-operative
stuff we would be bankrupt.”

“Well co-ops and mutuals are
just another business like any
other.”
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Believing the Co-operative Difference

Things we hear:

“The Board looks after the Co-operative, the
manager looks after the business”

“We run a tight business and that generates
the profits to do the social things.”

“It is important to be a Co-operative but you
have to get the business right first.”
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Believing the Credit Union Difference

Are strong principles financially viable?
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Believing the co-operative difference

-Let’s try to imagine how a co-operative
economy might work?
*\WWould it produce the same outcomes as the
Investor-driven economy: the food crisis, the

energy crisis, the environmental crisis, the
financial meltdown, the poverty and inequality...

*If not, why not? If yes, how Is that possible?

*Back to the co-operative purpose (justice,
members) and identity (the principles and values)!




How much richer are the richest 20% than the poorest 20%?
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Source: Wilkinson & Pickett, The Spirit Level (2009)

www.equalitytrust.org.uk



Health and Social Problems are Worse in More Unequal Countries

Index of:

+ Life expectancy
+ Math & Literacy
+ Infant mortality
+ Homicides

+ |Imprisonment

+ Teenage births
+ Trust

+ Obesity

* Mental illness — incl.

drug & alcohol
addiction

+ Social mobility

Source: Wilkinson & Pickett, The Spirit Level (2009)
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Believing the Co-operative Difference

245,000 European

1 Billion co-op
members
worldwide

CO-0pS =
oth largest GNP

33% of
Emilia Romagna
GDP

Can
co-operatives
deliver?

Meeting needs
of 3 billion people

From auto parts
to funerals

100 million jobs
20% more
than MNCs



Managing the Co-operative Difference

Creating and Measuring

the Co-operative Difference
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Managing the Co-operative Difference

If we understand the
difference, and

If we believe there Is a
worthwhile difference

How do we create I1t?



The board sets the
direction but they need
managers and staff who

can create the Co-
operative difference with

daily innovation.
Y Managers must be Co-

operative business
leaders!

Co-op Managers inspire collective
entrepreneurship!




A Co-operative Managers Credo

1.1f there is no difference

we are not needed.

2. Bankrupt Co-ops do not
meet member needs.

3.The co-op values and principles are not
a sea anchor dragging behind the boat,
but the main mast upon which we hang
sails called Co-operative business
practice.




Creating the Co-operative Differencg

The
Virtuous

Circle

competitive
advantage
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Creating the Co-operative Difference
And they can

Mimic Us

But there can be a difference!

N
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Creating the Co-operative Difference

“How can you be 1% fair?”

UCIRI

Franz van der Hoff (UCIRI, Oaxaca, Mexico), CASC
conference 2006, Toronto

Responding to a question: How the co-operatives in the fair trade chain

view FT certification of multinational corporations such as Nestle and
Starbucks.
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Creating the Co-operative Difference

v '
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Ta\'c?n i Banking at Vancity.....
< ... our commitment to the triple bottom line means
o
B

we base our prosperity on a balance of economic, social,
and environmental success.

Not on accumulating the most clamshells.
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Creating the Co-operative Difference

Advertising for
the people who
think Co-
operative values
are worth
working for.

Hanover Co-op

Why do | work at
the Co-op?

Edna Barrett, Front End Department

It's a caring place. My co-workers and the Co-op’s
customers are so friendly. And I've found that the Human
Resources staff really care about how I'm doing. They take
time to listen to any problems that I might be having.

Find out why we’re a great place to work.
Call Holly Taylor: 603-643-2667 * www.coopfoodstore.com




Measuring the Co-operative Difference

Accounting Co-ops
How we use our
resources to

meet goals

*Purpose: Meet individual, family
and community needs

*Return based on patronage
*Multiple bottom lines

*Co-op capital different

*GAAP Rule Discomfort

Investor owned firms
Purpose: Maximize rate
of return on

invested capital Some fit
Some don’t fit
Accounting System GAAP Gaps

Designed to measure

how resources are

used to maximize
return on Need for Co-operative Accounting

Invested capital




Measuring the Co-operative Difference

Centre of Excellence for Accounting
and
Reporting in Co-operatives (CEARC)
http://www.coopaccounting.coop:
Linked to co-operatives world wide

SMU
*CICA Support



Measuring the Co-operative Difference

The Partnership

Reports reflect
co-operative

- 1accounting and a

. commitment to

R\ . : measure

T 1 pe rformance on

B non-investor

Indices

The Partnership Report 1998
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Measuring the Co-operative Difference

Accounting for Co-operative Values

» Cost of Values Stance £ 6 Million
> Benefit Values Stance £30 Million
2004



Measuring the Co-operative Difference

Linking measures of success to co-op principles

and values (the Co-op Index) ?
>

- Social reporting and auditing

L The Co-operative Grou
.SUStalnablllty repO rtS Theco-operaﬁvegogiforeveryone p

The Midcounties Co-operative ~ *Balanced scorecard

COOPMETRICS

Strength in Numbers

Benchmarks UI/


scorecard article Christianson.pdf

Managing the Co-operative Difference

Part Three

Marketing

the Co-operative Difference
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Marketing the Co-operative Difference

When

Managers The
‘Understand Cooperative
Believe in Then they Advantage
"Create & can market &
*Measure it to produce Successful

The o Co-operative
Co-operative Businesses

Difference




Marketing the Co-operative Difference

In a Co-operative business
The most
*Marketing Is education powerful
marketing
Education is marketing is what
we do
Facilities are education and how
we do it.
*Branding Is education




Marketing the Co-operative Difference

Values in the store every day - Midcounties

Our World Imagine a store where you could buy
products that gave growers and producers a fair
deal, whether from around the world with Fair
Trade or locally produced for Local Harvest.

Welcome to Headington Co-op — the co-
operative store.

Fairer for you and ... The world you care
about

&
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Marketing the Co-operative Difference

Employee Brand
*Stories about our products
«Stories about our people
*Stories about our ambition

*Stories about Concrete Actions that are
understood

&



Employee Brand

(the cooperative way)

*We need to alter what *We need to turn
people think about The employees into brand
Co-operative. ambassadors.

*We need to make people +We need to help people
feel proud to work here. understand The Co-

-We need to educate the  °OPerative difference.

market. This will involve *We need to make people

1- 2 years of positive aware of the unique

education. working life they can enjoy
at The Co-operative.
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Loyalty and trust — a competitive advantage

A proper management of loyalty
requires equilibrium between
collective and individual

values. It builds on a managerial
approach working in accord with

the personal values of

iIndividual human beings.

Most top loyalty drivers are
relationship issues such as staff
attitude, delivering on promises, etc.
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Loyalty is a source of
competitive advantage, since it
helps reduce costs and increase

FEVENUES. |t s rare since very few
organizations are capable of
Implementing it to their
advantage.

It is difficult to imitate, mostly
because it requires a high level
of legitimacy to be earned, and
a capacity to meet “moments of
truth” on a daily basis.
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Loyalty must be

Cooperatives are better able to

successfully accomplish loyalty managed!
as a strategy than conventional Memtgetr_s and htheir
enterprises. expec atc')%”s change

- / N

But to do so, requires that they
learn to fully appreciate their
identity and its
distinctiveness....

It then becomes possible to link
cooperative identity and
competitive advantage.




Co-op management education

Co-operative (ethical) principles

Total trust o

Co-operative difference —
an alternative way of doing business

Viable
Value
Total participation (the people’s business)

Innovation and imagination
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Master of Management
Co-operatives and Credit Unions

good for everyone | ©ret

Internal

"e and

-~

A External

find out'more » | Education

s
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Master of Management
Co-operatives and Credit Unions

MMCCU

> el Asignificant
L N B s solution!
. ‘ !

A partnership between an international
co-operative (CMEC) with more than 60
members In seven countries and

Sobey School of Business (Saint Mary’s U.)



Master of Management
Co-operatives and Credit Unions

MMCCU - A
significant solution

*A business school
orogram with co-op
purpose, values and
orinciples in every
module of every course




Master of Management
Co-operatives and Credit Unions

MMCCU — Curriculum — 12 courses

Co-op values Business range

*Globalization *Marketing
*Finance & Accounting .| eadership

*Co-op Leading edges  .gtrateqy

Practical application  «Governance
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MMCCU - An International Solution

International
Faculty

International
Curriculum

International
Students

International
Funding

&



Master of Management

Co-operatives and Credit Unions
MMCCU - a significant solution

Internet delivery
Part time

Orientation

Study visit

«$6500/year (tuition, books and materials)

plus travel- year 1 to Halifax and year 2 to Italy-
Bologna, or Spain-Mondragon &

Master of Management — Co-operatives




Master of Management

Co-operatives and Credit Unions

What’s

next:

*Research —Co-op sector and University

researc
*Buildi
*Buildi

n alliance
ng Case studies

ng Community of practice

*|International Center for Co-op
Management to include MMCCU,
CEARC, and research




Master of Management
Co-operatives and Credit Unions

WWW.MmMCcCcu.coop

“This program enabled me to research co-operative accounting
from the perspective that there really is a difference. | would not
have been able to see that or do this work before | enrolled. Yes,
it’s possible for co-ops to ignore the co-operative difference, but
what we learn in the MMCCU courses is that they do so at their
peril. It has certainly paid back my investment.”

John Maddocks, Class of ‘08

Wales, UK
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Thank you




