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Foreword 
 
 

This book has been commissioned to highlight the significant contributions 
that the cooperative model of enterprise can make to achieving the 
Millennium Development Goals.   

The United Nations Millennium Declaration and its goals set out issues that 
must be addressed if we are to strengthen the foundations of a more 
peaceful, prosperous and just world.  These Millennium Development Goals 
today are the focus of the world’s development agenda with multi and 
bilateral organisations, governments and civil society all seeking to find 
innovative ways to reach the goals by 2015. However, many are not taking 
into consideration the unique contribution that cooperatives can make, due in 
part to the fact that cooperatives have had a mixed history and the lack of 
visibility of the cooperative model.  The author of this volume, Johnston 
Birchall makes an important point : the past record of those so-called 
cooperatives set up and controlled by government, and which miserably 
failed to lead to any economic and social development, are not part of the 
legacy of cooperatives as these are not true cooperatives.  Thus, there exists 
the ever-important need to showcase what real cooperative enterprises have 
been and are capable of.  

The Cooperative Branch and the Policy Integration Department of the 
International Labour Office (ILO), and the Committee for the Promotion and 
Advancement of Cooperatives (COPAC) are pleased to jointly publish this 
book that highlights the accomplishment of cooperatives both in so-called 
developed and developing economies. Dr Birchall shows both conceptually 
and practically that cooperatives can be, and are, thriving enterprises which 
contribute in significant ways to reducing poverty, promoting gender 
equality, providing health care services, tackling the HIV/AIDS pandemic, 
ensuring environmental sustainability and working through partnerships with 
a wide range of actors.  However, this study also shows that cooperatives are 
not yet involved as fully as they could be in the formulation and 
implementation of the Poverty Reduction Strategy Papers.  Thus, efforts are 
still required by multi and bilateral agencies, governments, and civil society 
to ensure that people-centred, self-help enterprises – cooperatives – have an 
opportunity to participate fully in the development process.  

The review and case studies included in this book also benefited from 
discussion with development specialists from cooperative organisations, 
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development agencies, United Nations agencies and the World Bank at a 
COPAC Open Forum on “Cooperatives and MDGs” which was held in 
Washington, DC (USA) in May of this year.   

With a movement that reaches over 800 million individuals, this book makes 
the case that the cooperative movement can be a key partner to reach the 
MDG targets. Cooperatives are improving the lives of people by raising their 
economic conditions, by promoting social integration and ultimately creating 
just those conditions that the Millennium Declaration foresees as being 
fundamental to building peaceful societies.  

We would like to acknowledge the patience of Mr. Huseyin Polat, ILO-
COOP, and Mr. Graeme Buckley, ILO-INTEGRATION/NPG, in reviewing 
and editing this book.  We would also like to thank Ms. Claire Piper, ILO 
COOP, for the cover design and the formatting of the text. 

 
  Azita Berar-Awad Jürgen Schwettmann Maria-Elena Chavez Hertig 
ILO Integration/NPG ILO Cooperative Branch COPAC 
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Introduction 
 

 
Around two hundred years ago, countries in the now-developed world began 
a period of sustained economic growth that is unique in human history. 
During the depression of the 1930s and the total war that followed, growth 
faltered, but in the last fifty years it has spread to the oil-producing countries 
of the Middle East, and to ‘transitional’ countries in south-east Asia and 
Latin America, some of which are now considered part of the developed 
world. With an increasingly globalising world economy, it might have been 
expected that those countries classed as ‘developing’ would catch up, but the 
opposite has happened. In some countries such as Brazil, growth has been 
accompanied by growing inequality, and the benefits have not filtered down 
enough to the poor. In others, such as those in sub-Saharan Africa, growth 
has slowed down even to the point of going into reverse, and some 
commentators suggest they are being left out of the global economy 
altogether1. In others, such as China, growth has been high but uneven, 
lifting 150 million people out of poverty in coastal regions while leaving 
those in landlocked regions behind. Everywhere, growing populations swell 
the numbers in poverty even when there is economic growth. Also, we now 
know that growth comes at a cost; the environmental degradation that often 
accompanies it tips more people into poverty.  

During the 1990s, things got much worse. 54 countries became poorer than 
they used to be. In 21, a larger proportion is now hungry. In 14, more 
children are dying before the age of five (in seven countries almost one child 
in four will not survive until the age of five). In 12 countries primary school 
enrolments are shrinking, while in 34 life expectancy has fallen2.  In nine 
countries, more than a quarter of people still do not have access to safe 
drinking water, and in some the situation is getting worse. The underlying 
cause is economic crisis; during the 1990s, per capita income growth was 
less than three percent in 125 developing/transition countries, and in 54 of 
them incomes fell (including 20 from sub-Saharan Africa, and 17 from 
Eastern Europe and the CIS). 

What has gone wrong? While there was a Cold War, fought by the USA and 
the Soviet Union by proxy in developing countries, it was possible to 
achieve some development gains in primary education, health care and farm 
incomes, though much of the development assistance was squandered on 
                                                                 
1 Sassen, S etc 
2 United Nations (2003b) Overview, p. 2 
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military spending, corrupt dictatorships and civil wars. Most cooperatives 
were caught up in this system. Then, when the communist regimes 
collapsed, economies and political governance structures that had been bent 
out of shape by the cold war did not simply spring into new life as dealers in 
a global free market. Much of the economic infrastructure, including higher-
level cooperative federations, fell apart. It is arguable that the harsh remedy 
of ‘structural adjustment‘made things worse, because the disciplines of the 
free market were applied without any of the opportunities, and because the 
global market – particularly in the agricultural sector -  was far from free. In 
fact, rich countries spend more than £300 billions a year – nearly six times 
official development aid - on subsidizing their own farmers, while the 
OECD countries put tariffs on manufactured goods from developing 
countries that are four times higher than on other OECD countries. As a 
recent UN development report puts it ‘for economies to function better, other 
things must fall into place first’3. Externally, structural obstacles such as high 
debt levels and barriers to trade must be removed. Internally, economic 
growth must be pursued in an equitable way that benefits the poor, and an 
enabling environment must be created that increases the productivity of 
farmers and nurtures entrepreneurial activity among small and medium-size 
enterprises.   

What is being done about this situation? Is there a way to even up the 
process of economic development? Can globalisation be made to work for 
the world’s poor? At the Millennium Summit in New York, in September 
2000, the largest gathering of heads of state the world has ever seen4 
committed themselves to the Millennium Development Goals (MDGs). The 
first seven are: to eradicate poverty and hunger; to achieve universal primary 
education; promote gender equality and empower women; reduce child 
mortality; improve maternal health; combat HIV/AIDS, malaria and other 
diseases; ensure environmental sustainability. The eighth goal is also a 
means; to develop a global partnership for development. The goals come 
with 18 targets and 48 indicators for monitoring progress.  

A year before, in 1999, the ‘Bretton Woods’ institutions – the World Bank 
and International Monetary Fund (IMF) - had decided to base all their 
lending and debt relief to poorer countries on  a common strategy. From now 
on, they would require that governments seeking financial help should 
produce a plan showing how they intended to use the money borrowed, or 
saved through debt relief, to tackle poverty in their countries. The resulting 
Poverty Reduction Strategy Papers (PRSPs) have become the focus of 
attention for all the agencies whose job it is to help reach the UN’s 
millennium development goals.  

                                                                 
3 UN (2003ba) p. 4 
4 Nearly 150 heads of state, and 189 member states in total, endorsed the MDGs 
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In my recent book, Rediscovering the Cooperative Advantage: Poverty 
Reduction through Self-help (ILO, 2003), I explored the relationship 
between the cooperative form of business and this new institutional setting 
for development, trying to understand what contribution cooperatives are 
making, and could make, to the first of the MDGs – poverty reduction.  

Cooperatives are essentially self-help groups of people who get together to 
meet their needs. They come in several forms. Consumer cooperatives 
provide their members with food and other products they need, while 
housing cooperatives provide shelter and worker cooperatives provide 
decent work. Credit cooperatives provide savings and credit, while 
agricultural cooperatives help farmers to organize the inputs they need to 
grow crops and keep livestock, and then help them to market and process 
their products. We will be going into more detail about the different types of 
cooperative and their potential in Chapter 1. The International Cooperative 
Alliance (ICA) defines a cooperative as: 

An autonomous association of persons united voluntarily to 
meet their common economic, social and cultural needs and 
aspirations through a jointly owned and democratically-
controlled enterprise. . . 5 

In the recent book, I found that cooperatives do have enormous potential as 
organizations of the poor, and that their track record over 150 years in lifting 
whole groups of people out of poverty in the now developed world is 
substantial. However, I also reviewed the more disappointing history of 
cooperatives in developing countries, that for the first 50 years after the 
Second World War were used in a planned, top-down attempt by national 
governments and international aid agencies to deliver economic growth. This 
attempt came to an end with the end of the cold war and the era of ‘structural 
adjustment’, leaving an indelible impression in the minds of many policy-
makers at the UN, World Bank and other international agencies that 
cooperatives had failed.  

In fact, cooperatives – as autonomous member-owned businesses - had rarely 
been tried. The form that had been promoted had never really developed into 
the kind of people-centred business that had, over the previous 150 years, 
produced such spectacular gains for farmers, consumers and workers in the 
now developed world. The book found that the PRSP process required an 
engine of growth that would provide opportunities for the poor, would 
empower them while guaranteeing their security, and it argued that 
cooperatives could provide these. Through case studies of cooperatives in 
both developing and developed countries, it showed how, under the right 
conditions, they could substantially reduce poverty among some of the 
world’s poorest people. The book concluded that the cooperative form has 
                                                                 
5 ICA (1995) 
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enormous potential for delivering pro-poor growth that is owned and 
controlled by poor people themselves.  

Why do we need a new book? There are two reasons. First, we need to 
explore the contribution of cooperatives not just to poverty but to all eight of 
the MDGs. Second, the international debate about the role and potential of 
cooperatives has moved on since that book was written. Cooperatives have 
begun to be recognized more clearly by the international community as part 
of the solution. They have begun to get involved in the country PRSPs, and 
governments and their advisors have begun to want to include them. As a 
result, the substantial number of cooperative development agencies that 
provide help to cooperative sectors in developing countries have been able to 
begin to influence the process. The book aims to chart these recent 
developments and to provide some guidance, both for those who see the 
country poverty reduction strategies contributing to a renaissance of 
cooperatives, and for those who see cooperatives making a distinctive 
contribution to the strategies. It is a two-way process. To paraphrase an old 
saying – Ask not what poverty reduction strategies can do for cooperatives, 
but what cooperatives can do for poverty reduction strategies.   

Chapter 1 explores the contribution cooperatives have made to ‘growth with 
equity’ in the past, and notes just how large and extensive cooperative 
sectors are in the present. It shows how recent work by the International 
Cooperative Alliance (ICA) on cooperative values and principles, and of the 
United Nations (UN) and International Labour Office (ILO) on a framework 
for cooperative development have clarified the nature of a cooperative and 
how it should – and should not - be promoted. Chapter 2 focuses on the 
MDGs, describing each one of the eight goals in turn and identifying the role 
and potential of the different types of cooperative in meeting them. Then it 
explores the relationship between cooperatives and some of the UN 
agencies, notably the Food and Agriculture Organisation (FAO) and the 
International Labour Organisation (ILO). In Chapter 3 it looks at what 
cooperatives have to offer to the World Bank and its country-based PRSPs, 
and then examines the potential of cooperative development agencies, the 
international organisations that represent cooperators, and the growing 
involvement of cooperatives in the national level PRSPs. Chapter 4 provides 
10 case studies of cooperatives in developing countries that provide solid 
evidence of meeting one or more of the MDGs. The conclusion then 
attempts to provide guidance on how the cooperative option can best be 
promoted, in the context of the joint ILO/ICA global campaign against 
poverty.  
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Cooperatives and development 1 
 
There are many ways of doing business, but there are only a few ways of 
owning and controlling business organisations. The most familiar ones are 
joint stock companies, owned by people who invest in them and who take 
the profits, and public sector organisations, owned by government bodies 
that specify what public purposes they will pursue. These two types are so 
prevalent in modern society that we often tend to overlook the others and to 
engage in simplistic debates about the relative merits of ‘public versus 
private’. We will not make that mistake here, because there are also family 
businesses, owned by people who have built up or inherited a company, and 
philanthropic organisations that are owned in trust by people whose intention 
is to provide goods or services for other people less fortunate than 
themselves. Then there are membership-based organisations owned by their 
‘users’, people who want to be provided directly with goods or services.  

These membership organisations are often – but not always - called 
cooperatives. The crucial point is that they are a distinctive type of 
organisation in their own right. In the history of the evolution of modern 
organisations, they are at least as old as the others and are just as well 
established in law. For instance, in Britain, where modern organisations 
developed early, friendly societies were recognised in law in 1793, industrial 
and provident societies in 1852, while joint stock companies only gained 
limited liability in 1855. Why do not many people know this? Partly it is 
because the investor-owned business has recently become the dominant type, 
its huge size casting a shadow over other types of business. Partly it is 
because the membership-based type is known by several names – mutual, 
cooperative, self-help group, business club, economic association - each 
referring to varying histories, traditions and legal forms. Even if there is a 
distinct ‘cooperative movement’ it does not contain all member-owned 
businesses, because not all member-owned businesses call themselves 
cooperatives.   
 

1.1 COOPERATIVE PRINCIPLES 
How, then, can we know what it means to be a cooperative? The 
International Cooperative Alliance (ICA) defines it as: 
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An autonomous association of persons united voluntarily to 
meet their common economic, social and cultural needs and 
aspirations through a jointly owned and democratically-
controlled enterprise. . . 6  

This definition emphasizes that cooperatives are independent of government 
and not owned by anyone other than the members. They are associations of 
persons, which can mean individual people but also ‘legal persons’, 
organizations that may themselves have members. They are united 
voluntarily, and so people should be free to join or leave. This means that 
village or neighbourhood associations that include all people in an area, 
whether or not they want to be members, are not really cooperatives. 
Cooperatives are designed to meet their members’ needs; philanthropic 
organizations that are set up primarily to meet the needs of others are not 
cooperatives. Nor can a cooperative be diverted into meeting needs that have 
not been sanctioned by the members, without it ceasing to be a cooperative. 
They are distinguished from shareholding firms by their democratic nature, 
with voting rights being assigned by person rather than by size of 
shareholding. In this sense they are ‘not for profit’, but they do produce 
surpluses that can be distributed to their members in the form of a patronage 
refund.  

The principles on which they are based reinforce this definition. 
Cooperatives have: voluntary and open membership; democratic member 
control; economic participation on the basis of membership rather than size 
of investment; autonomy and independence. Because they are member-
owned businesses they need to make a commitment to the education and 
training of their members, and because they share similar values are 
expected to cooperate with each other. Finally, though they exist primarily 
for the benefit of their members, they also have responsibilities to the wider 
community.   

 

1.2 HOW IMPORTANT IS THE COOPERATIVE SECTOR? 
How important is the cooperative sector? What sort of contribution has it 
made in the past to economic development? Does it still make a significant 
contribution, or has it been overtaken by the investor-owned business 
model? Here is a brief overview showing just how important cooperatives 
are to the economies of most countries. Because cooperatives have 
developed along several lines, it is important to analyze them according to 
the logic of each type.  

 

                                                                 
6 ICA (1995) 



Cooperatives and Development 

 7 

1.2.1 Agricultural cooperatives 
The most successful type of cooperative, measured by market share, is the 
agricultural cooperative. Ever since the industrial revolution turned them 
into producers of food for distant markets rather than just for local 
consumption, farmers have needed to take control over three processes: farm 
inputs (such as fertiliser, seeds and livestock); marketing of the produce; and 
food processing to add value to the product. They have also needed a supply 
of credit, to smooth out the seasonal variability in farm incomes. Without a 
strong membership organisation to meet their needs, farmers are reliant on 
intermediaries, merchants who often find it easy to exploit them (particularly 
when they supply credit in exchange for produce or have control over 
transport systems). It was farmers in the USA who first invented the modern 
marketing and processing cooperatives in the 1820s, while the first supply 
cooperatives were set up in Switzerland in the 1860s and credit cooperatives 
began in Germany at around the same time. However, it was in Denmark 
that the full potential of this type was realised; there, by the beginning of the 
20th century virtually all the needs of rural communities were met by 
cooperatives.  

The agricultural cooperative sector has grown to be a major economic force. 
The USA has the largest sector; in 1994 there were 4174 farmer-owned 
businesses with a membership of nearly four million and a turnover of $89 
billions. As one commentator recently put it ‘cooperatively owned 
businesses are considered a major player in rural America’7. Its marketing 
cooperatives have well known brand names such as Land O’Lakes, Birds 
Eye, Sunkist, and Ocean Spray. These very large cooperatives dominate the 
sector; just 1.6 percent of the cooperatives have sales of more than 
$250bmillions, and do 57 percent of the business8.  Similarly, in Canada 
cooperatives are big businesses, handling 40 percent of farm cash receipts. 
They are export-led and heavily involved in adding value through food 
processing; 18 agri-food cooperatives have been ranked in the top 500 
corporations, and four – including the two wheat pools – in the largest 100 in 
Canada. In the Americas Brazil comes next, with an output almost the same 
as that of Canada, at $12 billions.  

In Asia, the Japanese agricultural cooperatives rival those of the USA with 
an output of $90 billions. 91 percent of farmers are in membership, and they 
provide an integrated system of marketing, supply, credit and insurance for 
the whole rural economy. The National Federation, Zen Noh, is the seventh 
largest trading firm in Japan, its Central Bank is one of the largest banks, and 
Zenkyoren, the insurance arm, is the largest insurance company in Japan. 
These are among the biggest businesses in the world.  South Korea comes 

                                                                 
7 Torgerson, R (1995) p. 143 
8 Nadeau, E and Thompson, D (1996)  



Cooperatives and the Millennium Development Goals 
 

 8 

next, with a membership of nearly two millions (90 percent of all farmers), 
and an output of around $11 billions. Its bank is the largest in Korea. China 
comes next, with a turnover of over $9 billions. India has almost the same 
turnover, but with a membership of over 140 millions it can claim in this 
respect to be the largest cooperative sector on earth. New Zealand has only 
49 cooperatives, but they have an output of $7 billions a year, and generate 
70 percent of agricultural exports. All farmers belong to at least one 
cooperative. In Australia cooperatives produce only 20 percent of total 
output. However, as this is the world’s largest producer of wool and beef, 
second largest of sugar, the total cooperative output is huge.  Cooperatives 
dominate the market in dairying, rice production and fishing. 

In Europe, there were in the mid-1990s around 58,000 societies, with 13.8 
million members and a turnover of $US265 billion9. Some of the market 
shares are impressive. In France, cooperatives handle 60 percent of the 
market for table wine, and in Germany the Raiffeisen cooperatives handle 
more than half of all farmers’ sales and purchases. In Austria, the share of 
marketing and processing is 60 percent. Everywhere the market share in 
milk distribution is very high: in France 52 percent, Slovenia 72 percent, 
Belgium 80 percent, the Netherlands 75 percent, the UK 90 percent, and 
Norway 99 percent. In Scandinavia, cooperatives are dominant in the 
market; in Denmark they process 93 percent of dairy products and 96 
percent of pork, while in Sweden they are the country’s third largest 
corporate group, controlling 37 percent of the agri-food industry.  

Recently, this sector has begun to face pressures from a rapidly changing and 
globalising agri-food industry. In response, cooperatives have formed 
subsidiaries co-owned by external investors, or have opened up their own 
societies to investment by non-farmer interests10. Some have demutualised 
and become investor-owned. However, in most cases farmers are determined 
to keep control of their core business, and the future of the sector seems 
assured. Agricultural cooperatives are really the best known example of a 
broader type, the primary producer cooperative. Others include fishing and 
forestry cooperatives. Statistics are hard to find, but we know that the market 
share of the Korean Federation of Fishing Cooperatives is 71 percent and 
this is not untypical of the picture in many other countries. In Norway, 
cooperatives produce 76 percent of forestry products, in Canada 73 percent.   

 
1.2.2 Consumer cooperatives 
Consumer cooperatives trace their origins back to the Rochdale Pioneers 
who, in 1844 set up their store in Rochdale, in the rapidly industrialising 

                                                                 
9 Cote, D and Luc, D (1996)  
10 See Nilsson, J (2001)   
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textile belt of northern England. At that time, retailing was provided by 
small shopkeepers who charged high prices for poor quality, often 
adulterated food, lending money to their customers and thus preventing them 
from having much choice11. The Pioneers provided clear principles and a 
successful business model which were copied all over the world. The key to 
their success was democratic control by customer-members, coupled with 
regular payment of a patronage refund which was a proportion of their 
expenditure in the store. This meant, effectively, that cooperatives offered 
goods at cost price plus expenses, with no profit being taken. Two business 
innovations also enabled rapid expansion of this type: the opening of branch 
stores with professional managers, and the founding of a wholesale society 
that organised distribution and manufacturing in a vertical chain that 
delivered high quality goods while preventing profit-taking by anyone other 
than members. From the 1890s onwards, this movement began to grow in 
just about every industrialising nation. By the 1920s, the cooperative share 
of consumer spending had reached such a high level in Britain, France and 
Germany that some economists began to speculate that cooperation might 
soon ‘buy out capitalism’ and create a ‘cooperative commonwealth’12. 
However, increasing competition from multiple chains meant that market 
share peaked in the 1950s (in the UK at 12 percent of retail sales) and the 
sector began a slow decline. Faced with a loss of market share and falling 
surpluses, many cooperatives decided to abandon the patronage refund to 
members, which meant that the meaning went out of membership. It is this 
visible decline in the fortunes of a once vibrant consumer cooperative 
movement that has given cooperatives in developed countries a negative 
image.  

In some countries – France, Belgium, Germany, Austria – the cooperative 
sector has virtually disappeared, while in others – Canada, the UK, the USA 
– it has declined steeply. In others it has remained a major player. In 
Norway, for instance, cooperatives have 25 percent of the market, in Finland 
35 percent, Sweden 15 percent. The sector is also strong in Italy and 
Switzerland. Japan has 670 cooperatives, 14 million members and sales of 
over £33bn a year. In quality of service, use of new technology and 
innovation in promoting member involvement, this sector is the leading 
retailer in Japan. There are signs of new life, also, in sectors that had been in 
decline. Cooperatives in the UK are rediscovering a sense of cooperative 
purpose; the largest, Cooperative Group, has become the national leader in 
convenience store retailing, and is setting new standards for food labelling, 
fair trade and environmental concern13.      

 
                                                                 
11 See Birchall (1994) 
12 Notably Beatrice Webb in Britain and Charles Gide in France 
13 Cooperative Commission (2001) 
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1.2.3 Credit cooperatives 
Credit cooperatives have been developed to meet the fundamental human 
need to find a way of saving and borrowing without taking risks and without 
handing over too much power to a money-lender. They were invented in 
Germany, by two business leaders: Raiffeisen, who set up a rural credit 
banking system linked to the agricultural cooperative sector, and Schulze-
Delitzsch, who founded the urban cooperative banks. Both forms spread 
rapidly, and now in Western Europe there are around 11,000 local and 
regional cooperative banks, with over 56,000 outlets, a 33 million strong 
membership and a staff of more than 400,000. Their market share is 17 
percent of savings, ranking third after the commercial and savings banks. 
The French Credit Agricole is the largest bank in the world outside of Japan, 
the German people’s banks have over 28 percent of the savings market, 
Rabobank Netherlands 25 percent. Ireland has a strong credit union 
movement, with 1.6 million people (44 percent of the population) in 
membership.  

Canada has one of the highest concentrations of credit cooperatives. In the 
French-speaking Quebec region, there are 1300 caisses populaires, with five 
million members and more outlets than the banks. They have more than a 
third of the region’s savings on deposit, and make a third of all consumer 
loans. In English-speaking Canada they have not such a large market share, 
but in Saskatchewan 57 percent of the population belong to one. In the USA, 
some very large cooperative banks account for about a quarter of the credit 
needs of US agriculture. Credit unions are also well established; there are 
over 12,000 of them, serving 70 million members and with more than $300 
billions in assets. They have 13 percent of the consumer credit market and 
eight percent of consumer savings.  

It is not surprising that membership-based businesses have been so 
successful. Financial services such as savings and loans, lending for house 
purchase, life and non-life insurance, and pensions provision are all 
concerned with directing flows of money and spreading risks. They do not 
really need injections of capital from a separate class of investors14. The 
mutual form, in which members lend, borrow, and agree to insure each 
other, is effective, provided they do not take too many risks or invest too far 
from their core business. In the last decade there has been a wave of 
demutualisations of mutual insurance (UK, South Africa, Australia), 
building societies (UK), and savings and loans (USA). The reasons given are 
usually that more capital is needed, or that they need to escape regulatory 
restrictions, or that they will be more efficient after conversion. There is also 
a large amount of self-interest among managers who want to enrich 
themselves with higher salaries and share options, sometimes helped by 

                                                                 
14 See Drake and Llewellyn (2001) 
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members who will receive large ‘windfall’ payments on conversion. 
However, most of the cooperative credit sector has stood firm against this 
trend. In the UK, the building society sector has shrunk to around 30 percent 
of its previous size, but the remaining societies are outperforming the 
investor-owned banks and gaining new business. They are also considered 
by customers to be much more trustworthy than their competitors15.  

1.2.4 Housing cooperatives 
Housing cooperatives can take one of three forms. House-building 
cooperatives formed by people in need of housing enable them to build their 
homes collectively but then to own them individually. Common ownership 
cooperatives enable tenants collectively to become their own landlord, while 
market value cooperatives enable them to own a share of the value of the 
dwellings equivalent to the value of their own home. The oldest form is 
probably the ‘terminating building society’, which grew up in Britain early 
in the 19th century, but it was in Sweden and Norway that the continuing 
housing cooperative was invented. Here, the legal structure for ownership of 
multi-dwelling blocks favoured cooperatives, with individual households 
being given the ‘right to occupy’ by being cooperative members. In the 
second half of the 20th century, a ‘mother and daughter’ structure of 
cooperatives which included savings banks became the main engine for 
urban development. As a result, 17 percent of housing in Sweden, and 14 
percent in Norway, are now cooperative. In Britain, the USA, Germany and 
Canada cooperatives are a much smaller minority tenure, but in their 
common ownership form they provide an alternative to public sector housing 
(often being developed to take over failing public estates), and in their 
market value form a way for elderly people securely to house themselves.  

1.2.5 Worker cooperatives 
Worker cooperatives are, at first sight, quite different from the other types, 
since they involve employees rather than users of the business. However, 
people need decent work, secure employment, and fair pay which, just like 
housing or farm inputs or consumer goods, can be provided through self-
help. They began in France in the 1830s, and by the 1860s had spread to 
Italy, but expansion was slow and uncertain, and the most successful form 
was the simplest – labour cooperatives hiring themselves out in public works 
contracts. They suffered from recurring problems caused by the conflicts of 
interest between members as employees and members as owners. 16 For 
instance, if they were successful they tended to restrict their membership and 
become conventional small businesses. They had problems in allow their 
managers to manage without interference and, because only workers could 
be shareholders, had difficulty raising capital.  
                                                                 
15 Cook et al (2003) 
16 For a comprehensive summary see Smith (2003a) 
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The exceptions are clusters of worker cooperatives in Italy and Spain. The 
La Lega cooperatives of North Central Italy employ nearly 80,000 members, 
account for about one eighth of Emilia-Romagna’s GDP, and a far greater 
share in areas where they are even more concentrated. The Mondragon 
Cooperative Corporation in the Basque region of Spain employs around 
40,000 members, is now the largest business group in the Basque region, and 
the ninth largest in Spain. It has become Spain’s largest exporter of machine 
tools, the largest manufacturer of ‘white goods’, the third largest supplier of 
automotive components in Europe, and included Spain’s fastest growing 
retail chain, Eroski. In different ways, and without much contact with each 
other, these two worker cooperative systems have evolved specialised 
institutions such as banks, social insurance schemes, research institutes, 
purchasing and marketing consortia, and powerful federal bodies that have 
overcome the structural problems worker owners face. They provide 
important lessons for the promotion of worker cooperatives in developing 
countries and the transition countries of Eastern Europe. 17  

1.2.6 Health and social care cooperatives 
It is useful to divide health cooperatives into those that provide insurance to 
enable people to afford health care, and those that actually provide the care. 
Health insurance mutuals provide by far the largest contribution, in many 
countries being the main way in which both public and private funding are 
channelled into health care. In the delivery of care, the pattern is often one of 
cooperatives providing care until at some point government is able to take 
over. For instance, in Canada, before the founding of a comprehensive 
health system in 1966, the wheat producers’ cooperative of Manitoba 
provided 271 group hospital cooperatives with a membership of over 50,000 
people. In the USA, in the 1930s under the New Deal, the Federal 
Government introduced a rural health program that at its peak served more 
than 600,000 people, in one third of the rural counties in the US. 18 Health 
cooperatives were promoted alongside agricultural cooperatives as a way of 
combating rural poverty, until growing prosperity and withdrawal of 
government support caused them to close down. Urban-based health 
cooperatives began to flourish in the post-war period, following the example 
of the Puget Sound Group Health Cooperative, which is one of the largest 
consumer-owned health cooperatives in the world, and the seventh largest 
health maintenance organisation in the USA. In 1995, the National 
Cooperative Business Association estimated that this consumer cooperative 
model now covered around 1.5 million members.  

In Japan, the agricultural cooperative sponsored movement grew rapidly 
during the 1930s, followed by a consumer-cooperative inspired movement in 

                                                                 
17 Smith (2003b) 
18 Figures from United Nations (1997) 
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urban areas.  Until 1961, when a comprehensive public health insurance 
system began, such cooperatives were the main way in which low-income 
households could secure medical services. After 1961, they shifted their 
aims towards preventive health and services for the elderly. In 1995 over 1.8 
million households were members, a total membership of around 5.4 
millions. There were 118 societies, in 38 of the 47 prefectures. Over 4 
million people were treated as in-patients, over 15 millions as outpatients. 
They had 80 hospitals and 246 clinics, with over 13,000 beds, and employed 
over 20,000 people. The agricultural cooperatives are also active in health 
care. In 1993 they had 115 hospitals with over 38,000 beds, 57 clinics, 25 
rural health centres, six geriatric health centres, six home visit nursing 
centres and employed around 37,000 staff. Membership was somewhere 
between six and seven million households.  

There are provider cooperatives of doctors, dentists and other professionals 
engaged in primary care in many countries. Brazil has the largest system of 
provider-owned health cooperatives in the world. It came about because in 
the late 1960s medical professionals felt the need to organise against for-
profit providers; like many others before them, they were essentially using 
cooperatives to eliminate intermediaries who they felt would take 
unnecessary profits. By 1995 there were 304 cooperatives. Their member 
doctors totalled 73,000, over 30 percent of the national total of 207,000, and 
they provided services to around 8 million patients19. The largest, Unimed, 
has promoted similar cooperatives in Colombia, Uruguay and Argentina. In 
Colombia, Saludcoop is the 23rd largest enterprise and the second largest 
employer, providing health care for 25 percent of the population. 20  

In developed countries, there is a growing problem of how to care for elderly 
people. The burden of care of the elderly rests unfairly on women, both those 
who care for relatives and those who make a living as care workers. These 
workers may not be poor by the United Nations standard, but they are among 
the lowest paid workers in developed countries. For these reasons, care 
cooperatives are being developed in several countries. In Rediscovering the 
Cooperative Advantage, a case study showed how these are developing 
rapidly in the USA. There are around forty care cooperatives in the UK, and 
the sector is expanding rapidly, with local authorities seeing them as 
alternatives to public sector provision. 21 In Japan, over 30,000 care helpers 
have been trained, and thirty agricultural cooperatives have signed 
partnership agreements with local authority social care departments. In 
Canada, Sweden and the United States cooperatives providing day care for 
children are important. However, it is in Italy that we find the most 
established cooperative care sector. Around 2,000 health and social care 

                                                                 
19 Unimed do Brasil (1995) Unimed, (brochure) Sao Paulo 
20 See ica.cooperative website 
21 Taylor et al (2002) 
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cooperatives attract about thirteen per cent of the total budget for social 
welfare. They employ around 40,000 people, and mainly take the worker 
cooperative form, but increasingly care cooperatives around the world are 
experimenting with multi-stakeholding, having workers, carers and those 
being cared for as members. 

  

1.3 THE USE AND MISUSE OF THE TERM ‘COOPERATIVE’ 
The previous book, Rediscovering the Cooperative Advantage, assessed the 
contribution of cooperatives in the developed world to poverty reduction. It 
provided this summary: 

..cooperatives began by enabling people to raise themselves above 
poverty, but later they became a means by which low and middle-
income people continued to accumulate economic advantages. 
They raised whole classes of people out of poverty and prevented 
them from slipping back into it. Sometimes this meant that poorer 
people were unable to benefit. At other times the open 
membership principle meant that the poor did benefit, but not as 
part of a planned design. Cooperatives were not designed as tools 
of poverty reduction, but were a means by which groups of people 
could gain economic advantages that individually they could not 
achieve. 

Looking to the future, the book went on to make a strong argument for the 
role of cooperatives in poverty reduction. Here, the argument is expanded to 
include all the other MDGs as well. We have described just how large and 
extensive cooperative sectors have become, in meeting the needs of their 
current members. But are they strong enough to take on this larger task? 
There are two reasons for thinking they might not be. First, because of their 
large size, cooperatives in the developed world have sometimes lost touch 
with their members, and experienced a ‘democratic deficit’ and even a loss 
of meaning. Second, because in the past they were misused by governments, 
cooperatives in the developing and former communist countries have had to 
fight against a poor image, and to attempt to undo the damage done by too 
much state control.  

The growth of cooperatives in the developed world into large, powerful 
businesses with professional managements and large market shares carried 
some hidden costs. In 1980, Alex Laidlaw wrote a report that described a 
loss of meaning, a growing uncertainty about what cooperatives stood for, 
and who they belonged to. 22 There was a danger, particularly in consumer 
cooperatives, of their becoming just like their competitors and losing their 
sense of purpose as membership-based organisations. Increasing competition 
                                                                 
22 Laidlaw (1980) 
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often meant that small, community-based cooperatives had to merge into 
larger, regional and national conglomerates in order to survive. Large size, 
reliance on professional managers, and genuine democracy are difficult to 
reconcile. It was necessary for cooperative leaders to keep a clear sense of 
the cooperative ‘difference’ and of their mission to serve members, and 
cooperatives were not always well led. There were some on the periphery of 
the cooperative sector who chose to reject the idea  altogether; UK building 
societies, US savings and loans, Australian mutual insurance societies, were 
threatened by demutualization, and many converted to investor-owned 
businesses, enriching their managers and sometimes their members in the 
process.  

However, recently, in those areas where cooperatives have experienced a 
loss of meaning, the have begun to recover, to reassert their distinctive 
identity, to reassert the cooperative ‘difference’ and to begin to see 
advantages in being an ethical, membership-based business. Of course, there 
are sectors such as cooperative housing, credit unions, and worker 
cooperatives that have always kept a clear sense of identity. But it is no 
exaggeration to claim that there has been something of a renaissance, a 
rediscovery of confidence, particularly in the consumer cooperative and 
banking sectors, and among those mutuals who refused to demutualise. 23 

The recent book also told the story of how cooperatives were founded after 
the Second World War in developing countries as a way of modernising 
traditional economies. The planned use of cooperatives for poverty reduction 
tended to distort their character, creating vested interests among local 
politicians, civil servants and national governments that would not allow the 
cooperative ‘members’ to own and control their own cooperatives. More 
often than not, the members saw cooperatives as quasi-government agencies 
that provided useful services but did not belong to them. Cooperatives often 
benefited middle-income people rather than the poor, they were male-
dominated, badly managed and so on. They were propped up by government 
patronage, and so in the period of structural adjustment that followed the 
ending of the cold war many of them collapsed.  

It could be argued that, even though they were quite weak as business 
organisations, in most developing countries cooperatives were indispensable 
as a means of delivering necessary goods and services to otherwise isolated 
rural populations, and that in this way they contributed to development. 
There were notable success stories, such as dairy cooperatives in India and 
coffee cooperatives in Africa. The critique of state-sponsored cooperatives 
never applied to Latin America, where genuine cooperative movements had 
been established by immigrants from Italy and Spain who, during the 1930s, 
were escaping from fascist regimes in Europe. Credit unions seem to have 
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escaped the clutches of political elites, remaining autonomous; in the 
Caribbean, for instance, they grew into strong local movements alongside 
weak, state-sponsored cooperatives. 24 However, the critique of cooperatives 
is fundamentally misplaced, because the organisations being criticised were 
not really cooperatives in the first place. Looking back on the history of 
cooperatives in developing countries between the 1950s and 1980s we can, 
legitimately, reject it as ‘their story’ and not ours.  

The history of cooperatives in the former communist countries is an even 
clearer story of the takeover of a once-autonomous social movement by 
totalitarian governments. 25 Before the Russian revolution in 1917, the 
consumer cooperative movement had grown so large that it was the main 
provider of essential supplies to urban populations. After the revolution, it 
never regained its autonomy, and in 1935 was nationalised by Stalin. 
Agricultural cooperatives were abolished in favour of collective farms 
which, confusingly, kept the name of ‘cooperative’ while abolishing the 
family farms for which cooperatives had been invented. A similar story can 
be told of other communist countries; the statistics of cooperative 
development were impressive, but at the sacrifice of any real autonomy.  

After the collapse of communist regimes, in the 1990s for a time the word 
‘cooperative’ was tainted by its past associations, and many cooperatives 
were privatised and their assets given away. Then, with help from 
international agencies such as the ICA and the ILO, new cooperative laws 
were passed and cooperatives were ‘cooperativised’ - given back to their 
members and reconstituted as genuine member-owned businesses. In most 
former communist countries, cooperative sectors are now growing, both in 
size and in confidence.   

We can see why, by the 1990s, for all these reasons there was an urgent need 
to make clear what we mean by a cooperative. Happily, much has happened 
in the last decade to clarify the nature of cooperatives, the way they ought to 
be promoted, and the role they ought to play in development. Four initiatives 
in particular are important: the International Cooperative Alliance’s updating 
of cooperative values and principles, the United Nations’ Guidelines aimed 
at creating a supportive environment for the development of cooperatives, 
the International Labour Office’s Recommendation 193 concerning the 
promotion of cooperatives, and the introduction at national level of new 
cooperative laws.   

 

 

                                                                 
24 See Develtere (1993) 
25 See Birchall (1997) 



Cooperatives and Development 

 17 

1.4 A NEW FRAMEWORK FOR UNDERSTANDING COOPERATIVES 
1.4.1 A new set of cooperative values and principles 
In 1995 the ICA completed an exhaustive survey of its members and came 
up with a clear set of values and principles on which to base the cooperative 
identity. The previous revision, in 1966, had not emphasised enough the 
autonomous and independent nature of cooperatives. The values that the 
cooperative movement agreed were basic to cooperatives are self-help, self-
responsibility, democracy, equality, equity and solidarity. There are also 
ethical values of honesty, openness, social responsibility and caring for 
others that are not unique to cooperatives, but should also be expressed in 
practice. The basic values are not just rhetorical but are an essential 
philosophical underpinning to the seven principles26.  

The first principle is voluntary and open membership. It is voluntary because 
potential members have freely to accept the responsibilities that go with 
membership (cf the value of self-responsibility). It is open because nobody 
should be denied membership unfairly who meets the relevant conditions (cf 
the value of equality).  The second principle is democratic member control 
(cf the values of democracy and equality). Cooperatives must, ultimately, be 
controlled by their members, even though they may give over some 
delegated powers to managers and leaders. No matter how large the 
cooperative becomes, managers and leaders must remain accountable to 
members. Because these are people-centred rather than capital-centred 
businesses, every member has one vote regardless of shareholding, though in 
cooperatives of cooperatives, such as secondary cooperatives and 
federations, other rules can apply (eg voting weighted by number of 
members in the primary cooperative) as long as they are equitable.  

The third principle is member economic participation. This complex 
principle is all about the cooperative’s capital and how it is treated. First, 
members contribute equally to the capital in order to become members. Any 
further contributions they then make cannot carry voting rights (cf the value 
of equality in democracy). Then they hold at least part of it in common (cf 
the value of solidarity). This can be interpreted to mean that the cooperative 
is not wholly owned by its current members, but that to some extent it is kept 
in trust from previous, and for future, generations. The principles do not go 
so far as to say that if a cooperative is wound up the members cannot benefit 
from ‘windfall’ payments, as has happened in mutuals that convert to 
investor-ownership. This is a contentious issue. Some people believe that in 
such a case the cooperative’s equity has to be handed on to another 
cooperative or to charity, while others believe that members have the right to 
dispose of their own collective property. Next, the principle says that 
members usually receive limited compensation on capital subscribed as a 
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condition of membership; this prevents the cooperative rewarding capital 
rather than membership. They are able to allocate surpluses for the usual 
purposes of developing the business and building up reserves. Once they 
have done this, unlike public and philanthropic organisations they can – and 
should be allowed to - distribute surpluses back to members. However, 
unlike investor-owned businesses they pay a dividend based on members’ 
transactions with the cooperative, not on the amount of share capital they 
own. This is fundamental. In sharing out the rewards gained by cooperating 
together it reflects the value of self-help, while in returning the surplus to 
members in a fair way it reflects the value of equity. The fact that they have 
to decide collectively how much to distribute reflects the value of 
democracy.  

The fourth principle is autonomy and independence. This used to be 
assumed, and did not have to be spelled out until governments began to 
provide financial help which brought with it the dangers of servility and 
dependence. Spelling it out as a principle which can then be enshrined in 
cooperative laws means that governments will not be able to do this again. 
The difficulty is in knowing how to convert cooperatives that have never 
been independent into genuine member-owned businesses. The first act must 
be to re-register the cooperative under new legislation that gives it the 
correct identity. Members must be given a voting share, then elections must 
be held for the board of directors. Debts incurred by previous regimes have 
either to be written off or taken on as part of a business plan. As cooperators 
in the ex-communist countries have found, it is a difficult process, but it can 
be achieved.  

The fifth principle is education, training and information. It looks in two 
directions: internally, the members, their leaders, managers and staff all need 
different types of training in order to contribute effectively to their 
cooperative, while externally the cooperative needs to inform the general 
public about its nature and benefits. The sixth principle is cooperation 
among cooperatives. At the level of values this expresses solidarity, but the 
strongest argument for it is at the level of business practices; it recognises 
that cooperatives will serve their members most effectively when they work 
together. The traditional way to do this was through secondary cooperatives 
such as wholesale societies and through sectoral federations, but the 
principle is equally well expressed through less formal methods such as 
networks and business clusters. Finally, there is concern for community, 
which reminds cooperative members that they should feel solidarity with the 
wider community in which their business is embedded.   

These principles are more than just the sum of their parts, but are linked 
together in complex ways and, when practiced together have great synergy27.  
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1.4.2 United Nations Guidelines and ILO Recommendation 
In 2001, the United Nations produced Guidelines aimed at creating a 
supportive environment for the development of cooperatives28. The aim was 
to provide advice to governments and set out broad principles on which 
national cooperative policies might be based. The message is that, in order to 
put cooperatives on an equal footing with other types of business 
organisation, governments have to recognise and take account of their 
special character. It encouraged governments to recognise publicly the 
contribution of cooperatives to their economies and civil societies. It pointed 
to the ICA principles as evidence that there should be cooperative laws that 
recognise this special character. Such laws would safeguard the autonomy of 
cooperatives, provide light regulation, and ensure a ‘level playing field’ with 
other types of business. The guidelines state that cooperative movement 
should be able to participate fully in the drafting of these laws. There is a 
sense of urgency here, of wanting to right past wrongs, when the document 
declares: ‘This process should have as its purpose the early and complete 
disengagement by governments from the internal affairs of cooperatives’29. 
There is a sense of impatience at not wanting to wait much longer before real 
cooperatives can be promoted. The guidelines suggest that even before the 
law is enacted ‘discriminatory provisions should be rendered inoperative as 
quickly as possible’.  

In 2002 the International Labour Conference adopted a new 
Recommendation (No. 193) concerning the promotion of cooperatives. This 
revised the ILO’s previous Recommendation dating back to 1966, which 
reflected the concern of that time with cooperatives as a tool of development, 
and was restricted to developing countries. Like the UN Guidelines, it draws 
explicitly on the work done by the ICA to reformulate the cooperative 
principles. It agrees that governments need to provide a supportive 
framework for cooperative development, and insists that cooperatives are 
autonomous associations of persons that have their own values and 
principles. This means that promoting cooperatives as ‘tools’ of 
development is wrong; assistance has to be given to the members - to create 
income-generating activities, gain access to markets, improve their own 
social and economic well-being – while respecting their autonomy.  It goes 
further than the UN Guidelines in spelling out the kinds of support services 
governments should make sure cooperatives have access to: human resource 
development, research and management consultancy, finance and 
investment, support for marketing, and so on. It also calls on the other two 
sides of the ILO’s tripartite system – employers’ associations and trade 
unions – to assist the movement.  

                                                                 
28 UN (2001)  
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1.4.3 New cooperative laws 
In the last 15 years, new cooperative laws have been enacted and old ones 
repealed in many countries. Between 1988 and 1992, there was intense law-
making activity in almost all the ex-communist countries as they attempted 
to clarify the status of cooperatives and ownership rights over their assets. 
Then, as cooperative sectors began to assert themselves, there had to be a 
series of new laws and amendments to get the legal system right. Since 1990, 
the pressures of structural adjustment and democratic reforms have led 15 
sub-Saharan African states to revise their laws; others will follow. In 1995, 
an Act in Andra Pradesh introduced, for the first time, the concept of 
cooperative autonomy and self-reliance in India, and ten other states have 
passed, or are busy drafting, similar laws setting the India cooperative 
movement free of state tutelage. Fiji, Indonesia, Jordan, Malaysia, Mongolia, 
Nepal, the Philippines, Thailand and Viet Nam have new laws, while several 
other countries are in process of revision. Several Latin American and 
Caribbean states are also revising their laws30.  

Since 1995, the makers of these new laws have been helped by the new ICA 
statement of identity and principles, backed up in the last two years by the 
UN Guidelines and the ILO’s Recommendation 193. Where governments 
want to restrict the scope of cooperative sectors, cooperators can now appeal 
to these international standards for guidance and to the ICA and the ILO for 
help (the latter has helped the governments of over 60 countries with 
drafting new laws and guidance on cooperatives). A new, more sophisticated 
understanding of the relationship between governments and cooperatives is 
emerging, that is beginning to undo some of the mistakes made in the past.  

However, in one respect at least – the participation of women – there is more 
work to be done. Despite the new legislation, there are still factors that 
impede women’s access to cooperatives. First, some laws still admit only 
one person per household to membership, on the grounds that voting rights 
should not be concentrated in large families, or that having more than one 
member would complicate matters when it comes to using family assets as 
guarantees. The Andra Pradesh law has removed this condition, and as a 
result thousands of women have joined31.  Second, under the wider legal 
system in several countries married women are considered to be minors, and 
not able to hold property or do business in their own right. Third, succession 
rules often prevent women from inheriting their deceased husband’s assets 
held in the cooperative. More broadly, even in ‘gender-perfect’ legislation 
there are further barriers such as prejudiced application of the law by male 
lawyers and a lack of will to enforce it. Cultural inhibitions prevent women 
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from using the law to gain their rights, and so the idea that a woman is under 
the ‘guardianship’ of her husband persists.  

Where the one-member-per-household rule operates, women have no option 
but to form their own cooperatives. Yet even here they face difficulties 
because they may not be able to own land or gain access to credit, they are 
more likely than men to be illiterate and have poor knowledge of their legal 
rights. In such cases, new cooperative legislation may be unknown to them.  
However, in Chapter 4 we will be presenting cases where women have 
successfully overcome all these barriers, demonstrating that the cooperative 
can be an emancipatory form of organisation for women as well as for men.   

 

1.5 CONCLUSION 
Given the large size and market share of some cooperative sectors, and given 
the diversity of cooperative forms of business, it would be surprising if they 
did not have something to contribute to poverty reduction and the other 
MDGs. However, we have to show not just that they are important, but that 
can they have a positive effect on the lives of poorer people. We also have to 
show that they have the potential to empower women, contribute to basic 
education, health care, fair trade, environmental protection and all the other 
goals that the UN is promoting. This is the task to which we now turn. 
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Cooperatives and the Millennium 
Development Goals  2 

 
What is distinctive about the Millennium Development Goals (MDGs)? 
They might seem, on superficial reading, to be merely a wish list of the 
kinds of aspirations that everyone can agree on. However, behind the goals 
there is some sophisticated thinking. First, they express a broad, multi-
dimensional view of development.  In a reaction to the structural adjustment 
programmes of the previous decade, they go beyond a simple faith in 
economic growth as a panacea for human ills. They talk of human 
development, placing human well-being and poverty reduction ‘at the centre 
of global development objectives’. Instead of seeing poverty just as a lack of 
income, they define it in terms of a ‘lack of basic capabilities to lead full, 
creative lives’32. These capabilities include having a decent standard of 
living, but also living a long and healthy life, being educated, and enjoying 
political and civil freedoms. They, in their turn, depend on essential 
conditions such as environmental sustainability, equity (especially gender 
equity), and an enabling global economic environment. The MDGs are 
mapped on to both the capabilities and the essential conditions. 

Second, the MDGs are based on a set of fundamental values: freedom, 
equality, solidarity, tolerance, respect for nature, and shared responsibility. 
One is reminded here of the ICA’s basic cooperative values of self-help, 
self-responsibility, democracy, equality, equity and solidarity, and of the 
ethical value of social responsibility. Again, on a superficial reading these 
are just lists of abstract concepts, but like the cooperative values and 
principles they can be applied in real situations to help us to evaluate 
progress, and also to rule out some types of action as being incompatible. 
Third, the goals are linked to the economic, social and cultural rights set out 
in the UN’s Universal Declaration of Human Rights. This means they are not 
just pious hopes but ‘claimable rights’, and action to achieve them is not just 
charity but an obligation for which we are all – as citizens – accountable. 
Fourth, this obligation is spelled out in more detail as ‘a global partnership 
based on mutual responsibilities between developing and rich countries’. 
What this means is that developing country governments have the primary 
responsibility for making the best use of their own resources and governing 
their countries properly, while rich countries are responsible for ensuring a 
fair international trading system and providing more money. All of the goals 
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hang together. They are really part of a multi-dimensional understanding of 
poverty.  

 
2.1 WILL THE MILLENNIUM DEVELOPMENT GOALS BE ACHIEVED?  
The track record of global goals is not good. Previous goals that the 
international community signed up to in the decades leading up to the 
Millennium included providing health care for all, access to safe water,  and 
universal primary education by the year 2000. Obviously, these goals were 
not met, though there were modest achievements, and other goals that relied 
on simple interventions such as mass immunization against infectious 
diseases succeeded very well. 33  

The tracking of progress towards the MDGs depends firstly on having 
reliable statistics, and the capacity of countries to provide these needs to be 
‘considerably strengthened’. 34 Worse still, the figures for Africa do not 
include those countries torn apart by war and communal violence which, if 
they were included, would make things even worse35. However, the World 
Bank’s latest assessment is that the gap between rich and poor is growing, 
and that unless current trends are reversed the MDGs will not be met36. 
Others agree, that ‘unless there is radical improvement, too many countries 
will miss the targets’37. There are ‘encouraging signs of progress in some 
areas alongside worrying evidence of stagnation and reversal in others’38. In 
59 countries, very low starting points, and failures to progress are 
undermining the whole project. If trends continue as they have been in the 
1990s, only the goals of halving income poverty and the proportion of 
people without access to safe drinking water will be met, ‘thanks mainly to 
China and India’39. In regional terms, East Asia and the Pacific have made 
substantial progress, mainly because of high growth rates in China.  In South 
Asia there has been a modest decline. In Latin America and the Caribbean 
there has been a decline, but the economic crisis in Argentina may reverse 
this. In Eastern Europe and Central Asia there has been a marked increase in 
poverty, due to the economic dislocation caused by the collapse of 
communist regimes. The fact that the numbers are relatively small compared 
with other regions is small comfort to those in former communist countries 
who have experienced a steep descent into poverty.  

                                                                 
33 UN (2003b) Box 1.2 p. 31 
34 UN (2003c) p. 9 
35 Sahn and Stifel (2003) 
36 World Bank (2002a) 
37 UN (2003b) p. 13 
38 UN (2003c) p. 9 
39 UN (2003b) p. 2 
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Sub-Saharan Africa ‘remains the greatest cause for concern’ because, despite 
a slight decrease in the percentages of people in poverty, because of high 
birth rates the numbers in poverty continue to rise40. Statisticians have 
worked out that, on current trends, this region will not reach the goals for 
poverty reduction until 2147 and for child mortality until 2165. Worse still, 
trends for HIV/AIDS and hunger are going in the wrong direction entirely. 
One report suggests that substantial revisions will need to be made in the 
MDGs to avoid widespread failure to achieve the targets. 41 This is a 
depressing conclusion, equivalent to a footballer who cannot score a goal 
complaining that the goalposts are set too close together, or a high jumper 
asking for the post to be lowered because she cannot jump that high.  

The basic problem is that progress depends on equitable growth of at least 
three percent per year if the MDGs are to be achieved. But in the three years 
since the Millennium Declaration growth has slowed to an average of 1.6 
percent in the developing countries. Sub-Saharan Africa has seen growth of 
only 0.7 percent, while in Latin America economies have shrunk by one 
percent. However, there are encouraging signs; several sub-Saharan nations 
have seen growth of over three percent recently. Given such a gloomy 
forecast, it is important that we do not neglect any means by which these 
trends can be reversed. And given the immensity of the task it is hardly 
likely that we will find a miracle cure. How far can cooperatives contribute 
to the achievement of the MDGs? What makes us think that cooperatives 
might be part of the solution? 

 
2.2 THE POTENTIAL CONTRIBUTION OF COOPERATIVES TO THE MDGS 

Goal 1: Eradicate extreme poverty and hunger 
The first goal is to eradicate extreme poverty. The definition of poverty that 
has been chosen by the UN and its partner organizations is a simple one. It is 
‘whether households or individuals have enough resources or abilities today 
to meet their needs’42. The simplest way of measuring this is by deciding on 
an income threshold below which people are poor such as the UN’s measure 
of US$1 a day. This means that more than 1.2 billion (one in five) people are 
in poverty. During the 1990s the proportion fell from 30 percent to 23 
percent. But taking into account the increase in population, the number fell 
by just 123 millions. This is absolute poverty. Poverty is not the same as 
inequality, which is a relative measure. The relative position of individuals 
and households is also important, because the overall level of inequality is an 
important indicator of the level of welfare among the most unequal. Or, as 
the recent White Paper from the UK Government puts it, poverty reduction 
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is faster where growth is combined with equity. It is more easily achieved in 
less unequal countries because ‘the lower the level of inequality, the larger 
the share of the benefits of growth that accrue to the poor’43. 

In the previous book, strong arguments were made for the role of 
cooperatives in poverty reduction, and so these arguments will not be made 
again. It suffices to say here that cooperatives can help raise people out of 
poverty, because they are essentially income-generating organisations. 
Furthermore, because they return any surpluses to the members in the form 
of a patronage refund based on the use people have made of the cooperative, 
they make sure that growth is equitable. The UN declares ‘All 
countries…should implement policies that strengthen the links between 
economic growth and poverty reduction’44 and goes on to single out growth 
that does not discriminate against rural areas, ethnic groups or women, and 
that increases small farmers’ incomes, expands access to land and promotes 
labour-intensive growth in small and medium enterprises. In many countries, 
cooperatives are still the main way in which rural people make a living. 
Where they are working well cooperatives meet these criteria, and should be 
regarded as a useful part of country policies.  

Goal 2: Achieve universal primary education 
In developing countries, around 80 percent of children are enrolled in 
primary schools, though in sub-Saharan African it is nearer 57 percent. 
However, it is the completion rate that matters, and only one in three 
children in Africa completes primary education. There is a gender gap; girls 
make up three-fifths of the children who are not in school, while women 
make up two-thirds of the illiterate adults. Why is this? The main cause is 
poverty. At the local level, household costs for education, such as fees and 
uniforms, discourage enrolment, and children are often needed to earn 
income or do household work. At the national level, public budgets are too 
low to ensure a quality education, and often the poor get less than their 
share. Donor support fell 30 percent in real terms during the 1990s. Yet the 
poorest countries need to provide a basic education for all, if they are to 
escape their poverty traps. Education contributes to better health and 
increases productivity.  

Cooperators have always been committed to education. When the Rochdale 
Pioneers began their work in 1844, most of the adult population of Northern 
England were illiterate, and few children went to school. They made adult 
education one of their principles, and their levy of 2.5 percent of trading 
surpluses became the norm everywhere in Europe that consumer 
cooperatives followed the Rochdale model. At first, cooperative movements 
in the now-developed countries concentrated on basic literacy and technical 
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education. When the state began to take over primary education they 
withdrew from this work and concentrated on distinctively cooperative 
education, emphasising the understanding of cooperative principles and 
trading practices while continuing to provide support for adult education. In 
Britain, for instance, the Workers’ Education Association, that had a 
profound effect on the life chances of so many working people, grew directly 
out of the cooperative movement.  

In every country with a significant cooperative sector, cooperative colleges 
have been founded to provide training for active members, employees and 
managers. Some have reached out again to make a wider contribution.  Kobe 
Cooperative in Japan has built and manages several ‘right livelihood’ centres 
that offer a range of adult education and leisure activities. The Migros 
cooperative in Switzerland channels much of its profits into a ‘community 
dividend’ that provides adult education for its members. The Cooperative 
Group in the UK has for a long time been involved in promoting school 
cooperatives, but now it has gone further and is funding six specialist 
‘cooperative schools’. The Mondragon cooperatives have funded several 
schools that help to preserve the Basque language.   

In developing countries, cooperatives have great potential in the field of 
literacy training for adults. Some of the case studies in Chapter 4 show how 
cooperative economic development and functional literacy training go 
together. Cooperatives are not usually involved directly in providing primary 
schooling, but where local government fails to provide they often fill the 
gap, using their own funds to build and support local schools. As local 
membership-based organizations they can build on primary education by 
human resource development; enabling members, managers and staff to gain 
the skills needed in running a business. As local civil society organizations, 
they can also monitor the quality of education, preventing absenteeism 
among teachers. Where they raise the incomes of poor people, they enable 
children to complete primary education. Where they raise the incomes and 
increase the status of women, this encourages girls to complete their 
education.  

Goal 3: Promote gender equality and empower women 
The UN includes gender equality as one of its goals because it is important 
in itself, but also because it is vital to the ability to earn higher incomes, to 
control fertility, reduce infant mortality and improve reproductive health. 
What is the record of cooperatives on this important goal? As organisations 
with an ‘open membership’ principle, we might expect cooperatives to be 
open to women. But if only one person in each household is allowed to join, 
women will usually be excluded. This is true in agricultural cooperatives, 
where a man usually joins on behalf of the farm. There are two ways of 
tackling the problem: to change the rules so that more than one person in a 
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household can become a member, or for women to set up their own 
cooperatives. Both of these options are being tried.  

For instance, the previous book offered a case study of women’s 
cooperatives in Greece. Here, in the 1980s women were given the right to 
enter agricultural cooperatives alongside their spouses, but they found that 
this still left them ‘on the sidelines’. The answer was to help them to set up 
their own cooperatives45. In Japan, a third option has been found; to form 
‘han’ groups of around 10 women at a more local level than the formal 
cooperative. This has encouraged the active participation of women. In 
consumer cooperatives we might expect women always to have had a strong 
role, since traditionally they have been the consumers on behalf of their 
families. The Rochdale Pioneers were all men; at that time Britain was a 
patriarchal society and it was inconceivable that women might get involved 
in public affairs. The ‘woman with the basket’ was seen as a crucial figure 
on whose loyalty the cooperative depended, but who was not expected to 
make decisions. What changed this was the setting up, in 1883, of the 
Women’s Cooperative Guild. The Guild campaigned for open membership. 
It educated women and raised their confidence, sponsoring them as 
candidates not only for cooperative committees but for local government. 
Progress was slow: by 1891 there were 100,000 women among a one million 
strong membership and, while 73 had gained places on education 
committees, only six had gained seats on a society board of directors46, and it 
was to take until the 1920s before a woman became a board member of the 
Cooperative Wholesale Society.  

However, in the period from the 1890s to the Second World War, the 
women’s guild transcended its role as an organisation of women-as-
consumers to become the largest and most effective campaigning 
organisation of working class women that the world had ever seen47. The 
movement spread throughout Europe, wherever there was a strong consumer 
cooperative sector. Now most members of consumer cooperatives are 
women; in Japan, with its han system of bulk-buying, they have reached 95 
percent. Everywhere they have gained a place in the governance structure of 
their cooperatives, but they are still under-represented at higher levels, a 
problem that the women’s committee of the ICA is campaigning to solve.  

In worker cooperatives, membership depends on employment. This is why, 
in the Mondragon system, women only began to become members in the 
1970s, when cooperatives began to be formed in service industries. 
However, many of the ‘new wave’ cooperatives that were founded in 
Western Europe and North America around this period were set up 
deliberately as women’s cooperatives, linked to the wider women’s 
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movement. These have tended to remain small and their numbers difficult to 
estimate, but they show that when women seek to empower themselves they 
find the cooperative type of business sympathetic.  

Goal 4: Reduce child mortality / Goal 5: Improve maternal health 
Every year, more than 10 million children die of preventable diseases, while 
more than half a million women die in pregnancy and childbirth, with such 
deaths being 100 times more likely in some parts of the world than others. 
Like education systems, health care is severely under funded; developing 
countries rarely spend more than 2-3 percent of an already very low GDP on 
health services. Again, the poorest do not get their fair share, and there are 
large disparities between rural and urban areas.  

Everywhere that cooperatives have raised people’s incomes, or provided 
decent work, or healthy housing, or good quality, unadulterated food, or the 
ability safely to save and borrow money, they have had an effect on the 
health of children and their mothers. Their effects have been indirect, since 
cooperatives are not local government, and it is only through public funding 
and provision that women and children can receive the services they need. 
Cooperatives have, in the past, had a more direct effect. The Women’s Guild 
in Britain campaigned successfully to get maternity benefits included in the 
1911 Insurance Act, and then gained an amendment that paid the benefit 
direct to women. Their programme for improved health care through school 
clinics, maternity centres and municipal midwives was accepted in full by 
government, and guild members who by this time were local councillors put 
it into effect. This was, of course, a long time ago. But it shows how potent 
organisations of women based on cooperatives can be. The Self-employed 
Women’s Association in India is, in some respects, a modern day version; 
organisations based on the SEWA model now represent women in several 
countries.  

Cooperatives have also been effective in the provision of primary health 
care. While maternal and child health are public issues and it could be 
argued that local government should provide, in remote rural areas there are 
often gaps in provision. We noted in Chapter 1 how, in the USA, under the 
New Deal in the 1930s the Federal Government promoted health 
cooperatives, and how in Canada, before the founding of a comprehensive 
health system the cooperative movement provided health care for its 
members. In Japan, the agricultural and consumer co-ops between them 
were responsible for mainstream health care delivery, until a comprehensive 
public health insurance system led to their becoming more specialised. Like 
the retail consumer cooperatives, they have developed the ‘han’ system of 
small, informal groups of members who take responsibility for their own 
health.  
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How applicable is this model to developing countries? In India, in the 1960s 
15 health cooperatives were set up in Maharashtra and 87 in Kerala. Funding 
was provided through consumer member payments and support from the 
local state. In Sri Lanka, health cooperatives began in the 1960s, mainly to 
provide services to members of consumer and agricultural cooperatives. 
There are now 10 of them, funded by primary cooperative societies (who pay 
the fees and recover them from members over time), and by public funding. 
A number of multi-purpose agricultural cooperatives have also provided 
their own hospitals in rural areas. It seems plausible, then, that the 
cooperative form should become part of a more comprehensive strategy for 
implementing these MDGs. 

Goal 6: Combat HIV/AIDS, malaria and other diseases 
Around the world 42 million people are living with HIV/AIDS. In 2002, 3.1 
million people died of AIDS. Already, it has killed the mother or both 
parents of 13 million children, mainly in Africa. The consequences for 
already weak African economies and public services are disastrous, because 
it kills the young adults who are most needed. If we add in the damage done 
by other pandemics such as tuberculosis and malaria, the picture becomes 
even more alarming. Over 8.5 million people have tuberculosis, which is 
becoming more and more resistant to drugs and kills up to two million 
people a year. Every year, malaria infects 500 million people, and one 
million die from it.  

The impact of these pandemics on rural economies is drastic: it causes a loss 
of labour and community organising skills, loss of farm income that 
impoverishes women in particular, breaks up mutual aid networks and 
fragments families, and disrupts children’s education. The impact on 
cooperatives that are already struggling with the impact of structural 
adjustment is severe; they already have a shortage of people with the skills 
and experience to manage a business, and of people with the leadership 
abilities to run a cooperative on behalf of its members. With this in mind, it 
seems over-optimistic to ask what cooperatives can do to promote good 
health, but the cooperative sector is beginning to rise to the challenge.  

We now know that progress in slowing down the spread of AIDS is possible, 
even if there is as yet no cure. In Brazil, Senegal, Thailand, Uganda and 
Zambia, public health campaigns have made a big difference. What can 
cooperatives achieve? In Asia, it was estimated that in the year 2000 more 
than half a million people died of AIDS. This number is expected to reach 
800,000 by 2005. In most Asian countries there are large numbers of 
cooperatives, with enormous numbers of members. The ICA’s Asia and 
Pacific Region covers 22 countries, and 53 cooperative apex organisations 
with a combined total of 520 million members; there is a huge network of 
formal organisation on to which health care can be built.  



Cooperatives and the Millennium Development Goals 

 31 

In most Asian countries, cooperatives are providing health care services and 
health education programmes for their members. In India, there are 181 
hospital cooperatives, and 50 cooperative education field projects providing 
family welfare and health awareness programmes. 48 During 2002, these 
projects organised 372 health awareness programmes on HIV/AIDS for their 
members, from which more than 7000 people benefited. The Indian 
Farmers’ Fertiliser Cooperative organises regular health care programmes 
for farmers and their families, with free medical care and medicines, and 
insurance cover for personal accidents. The National Cooperative Union of 
India has established four cooperative education field projects for women, 
which have more than 10,000 members. They conduct monthly awareness 
workshops on health care, including classes on HIV/AIDS awareness.  

This kind of health education input from cooperatives is expected to grow. 
The ICA has the capacity to reach over 760 million people, in nearly 100 
countries. It envisages a ‘systematic programme to raise awareness, 
encouraging cooperatives around the world to address the HIV/AIDS 
pandemic within their own organizations and the communities they serve’. 49  
The ICA’s regional organisation, ICAROAP, has a specialised body, the 
Asia-Pacific Health Cooperative Organisation that has begun a project for 
prevention of the spread of HIV/AIDS among cooperative members, 
targeting particularly women and young people. This will extend current 
work in India to three countries, then to all countries with a high prevalence 
of HIV.    

In addition to contributing to public health campaigns, cooperatives are a 
means by which people can gain micro-insurance against illness. This is 
particularly important in Latin America, and in Senegal and Burkina Faso. 
They are also a means by which groups of health care providers can become 
more effective; pharmacy cooperatives in Ghana are notable, and 
cooperative clinics in Benin. They are also a means of improving delivery of 
care specifically for AIDS sufferers. Already, there are cooperatives for 
HIV/AIDS sufferers in Kenya and South Africa. We can expect this sector to 
grow, and – in its worker cooperative form – to provide decent work for 
mainly women care worker members in a sector characterised by low wages 
and job insecurity. 50 
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Goal 7: Ensure environmental sustainability  
This goal has three distinct targets: to integrate the principles of sustainable 
development into country polices and prevent the loss of resources; to halve 
the proportion of people without drinking water; and to improve the lives of 
at least 100 million slum dwellers. 

• to integrate the principles of sustainable development into country 
polices and prevent the loss of resources  

Depletion of the world’s fisheries, soil erosion, water stress, climate change 
from greenhouse gases, all affect developing countries disproportionately. 
Some 900 million poor people in rural areas depend on natural products for 
their livelihood, and degradation of the natural world directly affects their 
incomes. Also, they are vulnerable to the shocks caused by environmental 
change that can easily plunge non-poor people into poverty. All the agencies 
involved in this issue agree that it is essential to involve local people in the 
solutions, defining their property and user rights, involving them in 
managing resources, and so on. We will see in some of our case studies how 
cooperatives and self-help groups are doing this in relation to the 
management of forests and water resources. 

• to halve the proportion of people without drinking water 

During the 1990s, the proportion of the world’s population with access to 
safe drinking water increased from 77 per cent to 82 per cent51, but there is 
still much to be done. In Africa one person in three does not have access to 
safe water and, if current trends continue, by 2020 the numbers of people 
without proper services will have doubled. 52 In rural areas access to safe 
water is a worse problem than lack of sanitation. It is associated with gender 
inequity, since in many areas girls and women have to spend three hours a 
day fetching water. In the past, governments took a top-down approach, 
often providing equipment with no plan for ongoing maintenance. The 
emphasis now is on partnerships between community groups and 
government, whereby people are encouraged to maintain their own water 
supplies. For instance, in Côte d’Ivoire a national water supply programme 
has established community water groups that manage 13,500 water points. 
This has reduced breakdown rates from fifty per cent to eleven per cent, at 
one third of the previous cost.53 In Albania, a World Bank financed project 
has led to the setting up of water users associations, owned and controlled by 
the farmers themselves. At first, these were organised at the village level, but 
then were reorganised to cover single water sources. By 2001 there were 408 
associations covering 200,000 families, one third of the entire population.  

                                                                 
51 United Nations (2002)  
52 Water and Sanitation Program (2002)  
53 World Bank (2001b)  


