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Spoken Inspiration

Cooperatives working for
Washington, DC

Community Outreach and Extension Services (COES) provides a wide range of research, education a
training programs which are intended to improve the quality of life for the residents of the District of Columbia. As
the city's urban land-grant institution of higher education, our programs meet the diverse needs of our population.

COES houses two of the major components of the land-grant system: the Agricultural Experiment Statio
(AES) which conducts research, investigations and experiments to address issues germane to the District of Colt
bia; and the Cooperative Extension Service (CES) which is responsible for disseminating informa-
tion assembled from the Experiment Station as well as providing an array of community demon-
strations and educational and training programs to the residents of the District of Columbia. We
are linked in a unique partnership with the nationwide Cooperative State Research, Education, and
Extension Service of the United States Department of Agriculture and the District of Columbia
Government.

The Water Resources Research Institute (WRRI) focuses on water management research
and training future scientists in finding solutions to state and regional water problems

COES also has strong mechanisms through its Continuing Education (CE), Office B'I‘-RL?f;; ‘I’DVYche-
prenticeship, Technical and Industrial Trades (OATIT) and Workforce Development (Wchb%Z)bear;’ Con
grams which provide training, opportunities for professional development, preparation ohukiglioutreach and

viduals for the workforce and the promotion of life-long learning. Extension

Services

Cooperative

The District of Columbia Cooperative Extension Service (CES) is a district-wide informal
education system within Community Outreach and Extension Service (COES). As an outreach pro
gram of the University, the CES educational system works directly with District residents using the
land-grant system's research and experience to help solve individual and community problems. CE
educates District residents through free and fee-based, non-credit education classes, workshops, de
onstrations and provides technical assistance and informational materials such as brochures, fe
sheets, bulletins, and newsletters in five major program areas and one center.

Center for Nutrition, Diet, and Health has an overall goal to enhance the nutrition, diet,

Extension Ser- health and total well-being of both individuals and families within the District of Columbia
vice through research and education.

William W Hare,

Acting Associate Community Resource and Economic Development Unit offers programs to improve the

welfare and economic well-being of District residents through improved business, career,
co-op and economic development practices

Environment and Natural Resources Unit provides programs for DC residents for a greater
harmony with the environment and continuing professional education to meet licensing and
certification requirements for pesticide applicators, water quality technicians, and horticul-
turists

Family and Consumer Sciences has an overall goal to increase awareness in the areas of
consumer related fields, literacy, nutrition and health

Housing Environment Program disseminates information and provides training/workshops
to District residents to improve their skills and knowledge in home repair and air quality.

4-H and Youth Development establishes school and community based 4-H clubs as well as
implements programs to assist young people discover and develop their leadership abilities
and foster confidence in those abilities to become successful in life.

The Cooperative Extension Service relies upon advisory councils, volunteers, and program participants to assist
tension specialists and agents with identifying and implementing programs that meet the interests and needs of
people. Volunteers from the community, trained in specific extension program areas, work in conjunction with exter
sion staff to deliver programs throughout the District of Columbia.



Brief Introduction

In March 2001, | was given the opportunity to continue the legacy of C.H. Kirkman, Jr. through the Center for
Cooperatives in the Cooperative Extension Service at the University of the District of Columbia. | was pleased to ac
cept this opportunity because my own life’s training and experiences closely mirrors the historical goals and objective
of C.H. Kirkman, Jr.
Through collaboration in 1994, that included the DC Government, the National Co-op bank, Local Initiatives Suppor
Corporation, National Cooperative Business Association, National Association of Housing Cooperatives and ten othe
major groups, Mr. Kirkman assisted in establishing a Center for Cooperative structure at the University of the Distric

Mr. Gordon A. i

White, Extension of Columbia

g{e’ifg’r‘“fztr/'é%%‘:;era_ Mr. Kirkman, a 31-year Veteran Agricultural Specialist with the United States Department of Agriculture
tives spent his early career bringing cooperative innovation, training and service to communities stretching from Beaufort t

Sylva, North Carolina. To further the aims of the Center for Cooperatives, Mr. C.H. Kirkman, Jr. and his wife Eugenia
K. Kirkman established an endowment, donated a collection of invaluable books and associated materials and established a Cooper
Resource Library. On April'82002 the University and the City dedicated the C.H. Kirkman, Jr. Resource Library for Cooperatives,
which has the distinction of being the first on the East Coast, third in the nation and the first at an Urban Land —Grant Institution. C
ops are a significant part of the District’s landscape, second only to New York City in the number total individuals associated co-ops.

As a community economic development engine, the purpose of the Center and the Resource Library is to facilitate the revite
zation and stabilization of low to moderate income neighborhoods, commercial and industrial areas in the District of Columbia throu
cooperative education/training and the provision of critical resource information and technical services. The information presented
this document was structured to support these goals and objectives. The Community Resource and Economic Development |
(CRED) looks forward to the Challenges and opportunities ahead in raising and servicing the growing consciousness of co-ops in
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What 1s a Cooperative?
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“A cooperative is a volun-
tary contractual organiza-
tion of persons having a
mutual ownership interest
in providing themselves
needed services on a non-
profit basis. It is usually or-
ganized as a legal entity to
accomplish an economic
objective through joint par-
ticipation of its members.
In a cooperative the invest-
ment and occupational
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risks, benefits gained or
losses incurred are shared
equitably by its members in
proportion to their use of
the cooperative services. A
cooperative is democrati-
cally controlled by its mem-
bers on the basis of their
status as member-users and
not as investors in the capi-
tol structure of the coopera-
tives” (Savage & Volkin)



Members make
CO-OPS Work

A cooperative is a distinct form of business recognizea
part of our private enterprise system. A brief yet general definitior,
A cooperative is a user-owned and democrati-cally controlled business .
which benefits are received in proportion to use.

Users of a cooperative have been called "members,"” historically. Other terms ir.
mem-ber-owner, member-patron, or stockholder. However, the latter term can confus
unique role with that of a stockholder of an investor-oriented stock corporation. Thr
definition common to both is that the holder of stock has evidence of a capi
vestment in the organi-zation. The fundamental and major difference i<
benefits in a cooperative are distributed on the basis of use of the -

erative's services rather than on the amount of stock held.

Members of a cooperative can be individuals, b
nesses, or other organizations. The basic requirer
necessary to draw them together is a mutual interes
can be fulfilled by joining in a cooperative enterprise. .
some cooperatives, however, a member must meet the lege
quirements for membership as described in the cooperative's by..
State statutes, and cer-tain Federal laws. For example, a member of a.
cultural cooperative must be a producer, and in some cases the producer o
cific commodity such as citrus fruit or cranberries.

A cooperative's basic purpose is to fulfill the needs of its members. They &
owners. They must tell the cooperative what needs must be fulfilled, and tell the
erative when those needs change. They must provide enough financing so *
operative can meet their needs. They make certain, through electe
hired representatives, that the cooperative has the right manage
personnel, facilities, and equipment. And, finally, members
do the most important thing for the cooperative to achievr
purpose-they must use it.

Summed up, members make co-ops work, by exercis
their responsibilities of ownership, control, financing, and patronage



Free enterprise Is an economic system that provi

THE
AMERICAN
SYSTEM
OF
BUSINESS

........ The system allows for the privilege of
individual ownership of property and the
means of production. The key ingredient of

William Busr, Il Loan & Technical Assistance Officer

the free enterprise system is the right of individuals to make
their own choices in the purchase of goods, the selling of their
products and their labor, and their partici-pation in business
structure.

Our business system is based upon four basic principles:

(2) freedom of choice;

(2) private property rights;

(3) profit motive of owners; and

(4) owner control.

In the United States, there are three basic types of busines
firms - individual-ly owned, partnerships, and corporations.

Individually Owned Businesses

The individually owned business is the oldest and most com:-
mon form. In it, one person owns, controls, and conducts the
business.

Characterigtics of individually owned busi-nessesinclude:
e The owner is responsible for manage-ment, makes all the
major operational decisions, and sets the business policies.

The owner supplies or borrows the cap-ital, is responsible
for all debts, and receives all the profit earned.

No special legal formalities are required to form an individu-
ally owned enterprise. Where there are legal require-ments,
they usually consist of the purchase of a business permit anc
pay-ment of local license fees.

e The life of the individually owned busi-ness is tied to the
one owner. It continues until the owner sells the business,
retires, or dies.

The individually owned business is more dominant in farm-
ing than in any other segment of the economy. Service stations
restaurants, flower shops, and dry cleaners are other examples.
Individually Owned Business

There are three basic types of business firms in the Unitec
States-individually owned, partnerships, and corporations.

Partnerships

economic decisions, free of government constrail

6 Understanding Cooperatives



iIndividuals the opportunity to make their own

tion to the capital invested or work done.

e The life of the partnership as a busi-ness is deter-
mined by the partners, but if one dies or wishes to
leave the organiza-tion, it must be dissolved and a
new part-nership formed.

Other examples include law and accounting firms,
insurance and real estate companies, and family mem-
bers who frequently form partnerships to operate an
auto repair firm, stores, and other businesses.

Corporations

Corporations are divided into two differ-ent types -

Timothy Flannagan, Program/Technical Assistance Officer  tha investor-oriented and the cooperative.
Washington Area Investment Fund

Partnerships consist of two or more peo-ple whdnvestor-Oriented
jointly own, control, and oper-ate a business. The
responsibilities of each are based on the partnership An investor-oriented corporation is a business that
agreement. Normally, this is based on the amount d¢fas the right to buy and sell goods and services. It oper-
capital each partner invests in the business. ates as a profit-making enterprise for its investors, who
Characteristics of partnerships include: are also referred to as stockholders.

e Partners must do business legally the same as ) . _
individuals, but in addition may need legal Corporations are legal entities, granted rights by

agreements or contracts to form State law. As such, they are author-
the partnership. ized by law to act as a single per-son.

In effect, the corporation is con-
sid-ered an "artificial" person. Like
individuals, the corporation has the
right to provide services, own prop-
erty, bor-row money, enter into con-
tracts, and be held liable.

e« Owners are jointly responsible
for cap-ital invested or bor-
rowed, and for all other debts of
the partnership. Usually, each
partner is liable up to the value
of all the property he or she

owns. Investor-oriented corporation

o Partners may share management characteris-tics include:
and each is responsible for e An investor-oriented corporation
promises made by the other. acquires a charter from the State de-
They make policy decisions, scribing the nature of the business and
usually by majority vote. Some how the affairs of the corporation are
agreements provide for senior to be conducted.

partners whose votes may carry Dr. Talmadae Williams
greater degrees of importance. . aimadge Witlams, o Capital for investor-oriented corpo-
Partnership Developer . . . X
« Profits (or losses) are shared by _ rations is p_rowde(_j by s_elllng sha_res of
the partners in accordance with the terms of the StOCK to investors for its profit-making potential, by
partnership agreement. Usually this is in propor- sales of bonds, and/or bor-rowing from lending in-

and as private profit-potential businesses........

7



stitutions. Corpo-rations are responsible foservices, and net income goes back to the member-
debts to the extent of their property and assetsvners in proportion to the use each makes of the
If the business fails, each owner of stock caousiness.

lose only the amount he/she has invested. The

corporation, not the stockholders, is liable foCharacteristics of cooperative corporations in-

all of its debts and other obligations. clude:

e Management is controlled by a board of dire> The purpose of a user-owner coopera-tive busi-
tors and officers who are elected in accordance ness is to provide economic ben-efits to its mem-
with the charter. Each stockholder has as many bers rather than to generate a return on invest-
votes in these elections as the number of shares ment.
of vot-ing stock he/she owns. Business deci-
sions and policy are made by the board and of- Capital for a cooperative comes from the mem-
ficers. bers, rather than outside investors. It is obtained

by direct contri-butions through membership fees

o Profits are divided among the stock-holders as or sale of stock, by agreement with members to
dividends according to the number of shares of withhold a portion of net income based on pa-
stock owned or are used to expand the business tronage, or through assessments on some regular
as decided by the board of directors. basis such as per unit of product sold or pur-

chased.

e A corporation enjoys a continuing existence,
regardless of the death, entrance, or exit of ome If the cooperative should fail, member -owners
or more of its owners. Its life is either perma- have limited liability, meaning they are not obli-
nent or as outlined by the articles of incorpora- gated beyond investments they have made in the
tion. coop-erative.

Examples of investor-oriented corpora-tions ake Management of a cooperative consists of four
large department stores, chain grocery stores, groups of people - members (owners), board of
banks, automobile manu-facturers, and much of the directors (elected), the manager (hired), and other

communica-tions industry. employees (paid). Each group has its distinct du-
_ ties and responsibilities for performing man-age-
Cooperative ment functions in a cooperative. For example, the

chartered business, organized and operating under Of directors to direct the business activities of the
its laws. The coopera-tive, though, is owned and Cooperative; the board of directors employs the

controlled by those who use its products and manager and establishgs operatin_g policies; the
manager oversees detailed operations of the co-

operative within policies established by the
board; and employees, as representatives of the
cooperative, must understand the rela-tionship of
the business to the member--owners.

e Profits (or losses) in a cooperative dif-fer from
investor-oriented corporations in how they are
distributed and to whom they go. Money left over
at the close of the business year, after meeting all
expenses and requirements there may be for re-
serves, is returned to members in cash or other
forms, according to the amount of business done
with the coop-erative that year.

Delegates to the Tri State Conference on Time Share and
Cooperatives discussing Synergistic Objectives of Time
Share and Cooperatives

8 Understanding Cooperatives



Delegates to the TriState Conference

e Each member usually has only one vote, no
matter how many shares of stock he/she may
own. (Some States do allow voting in propor-
tion to patronage/the amount of business done.)

Cooperative examples are agricultural market-
ing, purchasing, and service orga-nizations, credit

unions, health care, news services, and many oth-

ers.
Conclusion

The primary difference between coopera-tives
and other types of businesses is the objective. A
cooperative seeks economic benefits for its mem-
bers from services provided at a reduction of costs,
increasing members' income, improving quality,

and developing the best use of the members' re-

sources.

While the investor-oriented corporations' pri-
mary objective is to make a profit for its investors,

cooperatives exist to meet members' needs eco-

nomically and efficiently. Looking at who receives
the net income (profit) in each form of business
makes the difference between them evi-dent. In an
individually owned business, it is the owner; in a
partnership, the partners; in an investor-oriented
corporation, the stockholder; and in cooperatives,
the member-owners.

-

\

d he Real
oBottom aﬁne

Cooperatives are not solu-

tions in and of
them-selves. They are a
means for people to

achieve an honest day
Income for an honest day/|
work or to meet other so

cial and economic needs.

To suc-ceed, they requir

capital, commitment, par

tience, and a membershi
willing to work together
even If it means giving ug
a little individuality in the
process. But the rewards

respect, a higher income

new friends and acquaint
ances, the satis-faction ¢
having solved problems
are well worth the effort.

\
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Cooperative structure can be classified into five types as follows:
geographic, governance, functions, financial, and other arrangements
Each will be define and discussed in this resource guild.

THE STRUCTURE OF COOPERATIVES

Cooperatives exist in is a centralized coopera-
nearly every business tive - individual produc-
sector and are organized ers make up the mem-
in a variety of ways. bership. A centralized
Like other businesses in region-al may serve
our economy, they members in a large geo-
range in size from or- graphical area, such as a
ganizations with only a major por-tion of all of
few member-owners to an entire State or all or
massive and complex parts of several States. A
organizations with centralized regional has
thou-sands of member- one central office, one
owners. The way a co- board of direc-tors, and
operative is organized a manager (chief execu-
determines how it is tive offi-cer) who super-
operated, managed, and vises the entire opera-
controlled by its mem- tions, which may be
bers, and the types of conducted through sev-
bene-fits offered. eral or many branch of-

fices.

A federated coopera-
tive is a coopera-tive of
cooperatives. The mem-
bers of a federated coop-
erative are local coop-
era-tives, operated by a
manager hired by and
responsible to local
boards of directors. Each
local association in a
federated coop-erative is
a separate business en-
tity that owns a member-

Geographic

Territory Served Super local coopera- virtually all of the

tives operate over two or United States.

more counties, with sev-

eral branch facilities. International coopera-

8 : tives operate on an inter-

ing on the size of the . . . )

area served: local, super A regional coopera- national baS|s,_ with
- . tive usually serves anheadquarters in the

local, regional, interre- .. i

. : area comprising a num- United States or other

gional or national, and ) . .

h . ber of counties, an entire countries.

international.

State, or a number of

States. Governance or Con-

trol Structures

Cooperatives can dif-
fer in structure, depend-

Local cooperatives
operate in a relative-ly

i ; . hip share entitling it t
L el area’natlonal cooperatives Based on member-S i b o

typically within a radius are organized, owned,ship structure, coop- voting rights in the af-

of 10 to 30 miles. Indi- and controlled by re- er-atives can be CIaSSi_fairs of the regional.
viduals are the members y

s Gl coopera—g'onal coope_ratlves, fied as cent_rallzed, fed-
. usually to provide spe- erated, or mixed.
tives. = :

cific services. They may

serve a major portion or A local cooperative

Interregional or

The federated coop-
erative has its own hired
management and staff,

10 Understanding Cooperatives



and a board of direc- duce and process qualitytitle to a commodity animal health products,
tors elected by and rep-products to market specifi- handled through proc- fencing, building sup-
resenting the local as-cation. Cooperative mar- essing, distribution, and plies, construction con-

sociations. ket-ing includes the opera-sale. tracting, automotive ac-
A mixed cooperative is tion of grain eleva-tors, cessories, etc.
a combination of the milk plants, wool pools, Some marketing

two - their members cotton gins, livestock mar- cooperatives also can be The proliferation of
may be individual pro- kets, vegetable markets,called bargaining asso-theses small businesses
ducers as well as localand fruit packing plants. ciations, which may not are often based in urban
cooperatives. Some marketing coopera-handle the actual prod-areas and assisted by
tives include the coordina- uct but rather act as thecooperative extension
Functions Performed tion of processing, can- selling agent on behalf services/economic de-

ning, drying, blending, of the member. velopment. Most coop-

Cooperatives may concentrating, extracting, eratives have affiliated
perform one or more of freezing, or consumer Purchasing with other cooperatives,
these functions for packaging of animal and often through region-al
members: ani-mal products, such as  Farmers first turned and interregional coop-

dairy, fish, meat, and to cooperatives as eco-eratives. These efforts
* marketing products, poultry and the same for nomic tools to gain ad- reduce farmer costs and
* purchasing supplies, fruit, nut, and vegetable vantage of quality and strength-en purchasing

and products, and many otherquantity of farm produc- power through owning

* providing services. products in integrated or-tion supplies such aslarge-scale facilities
ganizations. feed, fuel, fertilizer, and such as petroleum refin-

Marketing seed. These early effortseries; phosphate, potash,

Marketing coopera- often became businessesand nitro-gen manufac-
The need to meettives enable farmer having full-time manag- turing plants; feed mills;
consumer demands and-members to extend con-ers and warehouses toresearch farms; and
expand markets for trol of their prod-ucts as handle other production laboratories.
products presents anlong as the cooperativesupplies and services
increasing problem. retains physical or legal such as farm chemicals, One of a purchasing

For example, let us
take an urban view of
the farming industry.
Few farmers produce
in quantities needed to
deal directly with large
wholesalers or retail-
ers. The marketing co-
operatives as quan-tity
assemblers provide an
increasing variety of
off-farm  processing
and mar-keting ser-
vices for about one-
fourth of all products
that farmers produce.

Marketing coopera-
tives help farmers pro-

cooperative's objectives
is to reduce production
costs for members
through quantity pur-

chas-ing, manufacturing,
and distributing, procur-
ing quality products, and
providing related ser-
vices as needed. Distri-
bution to producer mem-
bers is a major concern
at the local level because
added services are
needed. Another objec-
tive is to pro-vide a de-
pendable supply of qual-
ity prod-ucts for mem-

bers.
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Many cooperatives
now perform both mar-
keting and purchasing
functions, although
they started as single-
function organizations.

cooperatives. Examples oftypes are necessary. A corporation organ-
ser-vices related to han-Most stock coop- ized, owned, and con-
dling farm supplies are era-tives issue one sharetrolled either totally or
recommending and apply-of common stock per partially by a parent co-
ing fertilizer, lime, or pes- member to show mem- operative. Its purpose is
ticides; animal feed proc- bership. Pre-ferred stock to assume certain duties
ess-ing; and crop harvest-is issued to show addi- and functions of the par-
ing. General service coop-tional capital contribu- ent cooperative.
eratives provide a numbertions. (Common stock is Marketing Agency-in-
of spe-cialized services usually the voting stock; Common
assisting farmers in their preferred stock is gener-
business such as creditally nonvoting.) Organized by two or
electricity, and telephone more marketing coop-
service. If the association is a eratives to market prod-
nonstock organi-zation, ucts or pro-vide services
Financial it issues some kind of for member coopera-
certificate to show capi- tives. It does not physi-
Cooperatives are incor-tal contributions of cally handle products,
porated as either stock ormembers. Two types are and it generally does not
nonstock organizations. usually used - a mem- take title to them. Its
The type of capital struc- ber-ship certificate as sole responsibility is to
ture is specified in the ar- written proof of the right arrange for the sale of its
ti-cles of incorporation. to vote and capital cer- members' products.
tificates in a manner
If the association is asimilar to the way stock Joint Venture
capitalstock organization, coopera-tives use pre-
members receive stockferred stock. An association of two
cer-tificates as evidence of or more participants,
their ownership interest. Other  Structural persons, partnerships,
More than one type of Arrangements cor-porations, or coop-
stock may be issued, but eratives to carry on a
usually no more than two Subsidiary specific economic op-

Service

Agricultural service
cooperatives  provide
services related to the
production and market-
ing of farm commodi-
ties, or they may pro-
vide general services.

Related service co-
operatives offer unlim-
ited possibilities and
are used in ever-
widening circles to
solve mutual problems
and provide special-
ized services that affect
the location, form, or
quality of farm prod-
ucts or supplies for
members. Services
may be part of the op-
eration, or they may be
performed by separate

12 Understanding Cooperatives



eration, enterprise, orto returns from invest- patronage refunds, these  What is important
venture. The identities ments in the operat-ing go to the dealer's cus-for cooperative members

of these partici-pants companies. tomers and the dealer isto understand about co-
remain separate from paid a commission on operative structure and
their owner-ship or Contract Agent sales. their own organization
participation in the is:
venture. A county or commu- Conclusion

nity cooperative may or- e what type of coop-
Holding Company ganize, owning nothing Cooperatives are erative it is;

but contracts and payingclassified as a way to
A corporate entity only the money to hire an easily identify the nature ¢ how it is structured:
with a controlling ow- agent to handle the goodsof the business. The and
n-ership in one or more and keep patronage re-classifications do not
operating compa-nies. cords. The cooperative mean that one type maye how the cooperative,
The degree of owner-then pays patronage re-necessarily be better orywhatever classifi-cation
ship can vary widely, funds on the basis of theworse than another. Itit might be, can be most

as long as the holding agent's records. simply means that there effec-tively used by its
company can exercise are distinguishing differ- members for serving
control through the op- Private Dealers ences among the typestheir needs and achiev-
erat-ing company's and shows the wide vari- ing objectives.

board of directors. The dealer, as a fran-ety of cooperatives and
Usually the holding chise, keeps records. If thethe differences in their
company generates nofranchiser cooperative operations, manage-
rev-enues from opera- makes money and paysment, control, etc.

tions; income is limited
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When Should a Cooperative be Organized? e Could a cooperative effort address this need?

Cooperatives are formed in response
an economic need such as provid-ing
keting, processing, bargaining, ma
facturing, and purchasing services
currently available, or availablg
only at excessive cost.

e What information about cooperatives is avail-
able?

e Who can serve as an adviser to the
group? (UDC/CES)

e Who should be invited to a
If interested in forming g meeting of potential users?
cooperative, learn all yo
can about the lega
eco-nomic, and finan#
cial aspects of a coop-erative busing
Careful planning increases the cha

of success.

e How should potential
users be con-tacted?

Hold Initial Exploratory Meeting

A meeting of potential member-users
should be called to decide if interest is suf-
ficient to support a cooperative. The meet-
ing date, time, and place should be publi-
cized in advance. The leader-ship group
should select a chairperson to conduct a
meeting and develop an agenda.

Why Groups Organize
Cooperatives:

e To improve bargaining power.
e To reduce costs.
e To obtain products or services. These items should be discussed:

e To create new and expa
existing market opportunities.

e What is the problem.

e Possible solutions.
e« To improve the qualities of t
products or services. o Cooperative principles and terms.
e To increase income. e Advantages and disadvantages of a
cooperative.
Steps in Organizing
e What financial and other commitments
Determine the Economic Need are expected of user-members.
A cooperative is organized in
sponse to a specific problem or opp
tunity. The idea is often initiated by
small group that meets to discuss
need. The meeting should focus on
eco-nomic need and the potential
of a cooperative as a solution.

o Cooperative organization and feasi-bil-
ity analysis process.

e Allow time for potential members to
ask questions. If the group votes to con-
tinue with more detailed study, a steering
committee should be selected.

Discussion topics should include: Select a Seering Committee

e What information about the pe
ceived need is readily available?

Steering committee members should
have an interest in the cooperative and

1000 > HapHi 05 <01
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sound business judgment. They often become the co- needed equipment.
operative's incorporators and may serve as its first

board of directors. e Location and business or service characteristics
of prospective members-Where, how, and when
The committee has a two-part job: the cooperative delivers its services is a prime con-
sideration.

o Deciding the feasibility of the coop-erative: Wj
the proposed cooperative succeed? Will i
valuable to mem-bers?

Opinions of members-How do potential members
feel about coopera-tives and participation in one?
Member participation in decision-making ac-
tivi-ties and sense of cooperative spirit are im-
portant for success.

e Preparing a specific, detailed busi-ng
plan for the proposed cooperative

e« UDC/CES is an experienced
cooperative facilitator and
would be a significant
asset to systematic

The market or supply analysis will
determine if the proposed coopera
tive has an economic role in the
marketplace. The analysis will

development identify which activities are
appropriate, busi-ness
The commit- volume, and financial

tee should con- capabilities of the

sult spe-cial- Member participation m decision- potential coop-
ists in the . . . erative mem-
areas of making activities and sense ol coopera- bers.

law, . - I 5 .

finance, tive spirit are important for success. Second

and coopera-
tive business
operations. Two
essential studies musy
be initiated: a member
survey and a market analysis
or supply analysis.

Exploratory
Meeting

The exploratory
meeting reviews results of
the member survey and the
market/ supply analysis. Based

on the information presented, the
participants vote to either continue or
abandon the project. If they continue,
the next step into prepare a business plan
and draft legal documents.

Conduct a Member Survey and
Market or Supply Analysis.

The steering committee must taP
steps to learn all it can about the coop-
tive's potential members and what the coop®
tive can do for them. The survey should expl®
four areas:

Potential members may be asked to invest
earnest money at this point to demonstrate their
commitment to the cooperative and to cover some of
the organizational costs.

e Members' needs-The cooperative is formed and

operated for the sole pur-pose of meeting membersPrepare a Busness Plan

needs.

Every business should have a business plan. The

e Anticipated business volume The cooperative steering committee should arrange for completion of

must have some assurance of sufficient volume tan in-depth business plan prepared by a professional

operate as a business and to plan for facilities andamiliar with cooperative organization. The plan de-
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fines the cooperative's operations and other structural Approve the bylaws.

issues before the cooperative organization is finalized.« Elect the board of directors. Steering committee
members are often board candidates, but other

Draft Legal Papersand Incorporate; mem-bers may also be elected to these lead-ership

The articles of incorporation state the purpose and POSItions.
scope of the cooperative business and give the coop-
erative a distinct legal standing. First Board of Directors Meeting
The bylaws state how the coopera-tive will conduct  The first meeting of the board of directors should
business and must be consistent with both State stafecus on selection of the board officers, committee ap-
utes and the articles of incorporation. Legal counsepointments, and carrying out the business plan. Addi-
should be consulted on these and other legal docuional agenda items include arranging debt capital,
ments, such as membership or marketing agreements.conduct-ing a membership drive, establishing manager

gualifications, and conducting a manager search.

Third Exploratory Member Meeting

At the third exploratory meeting, potential members Acauire Capital

review the work and recommendations of the steering The board of directors is responsible for arranging
committee, including the articles of incorporation, by- adequate capital. Capital may be raised by members
laws, and any adjust-ments made to the bu5| g@ss purchasing stock (equity) and borrowing funds (debt)
plan. Support for the cooperative should aggs from a lending institution. Members must invest or
be evaluated by a vote on whether or pg pledge sufficient capital in the business to demonstrate
to form the cooperative. If affirma commit-ment to the cooperative's success. Exact
tive, the incorporators file the

articles of incorporation. I-I: a Cooperative Seem -
meeting of interested po

First  Annual
Meeting of Coopera-
tive

At the first meeting of the coop-
erative, members carry out two very i
portant member responsibilities:

amounts will depend on activity and lender require-
ments. Projected cash-flow schedules and financial
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Board of Directors-COVII discussing Cooperatives in the Time Share Community

state-ments from the business plan are importa
determining capital needs and arranging for debt g
tal.

e Reaching agreement on the coopera-tive's mis-
sion.

to offer a solution, a large
ential users may be pla

Developing good leadership.
Gaining the commitment
of members to do busi-
ness with the
cooperative.

e Following
sound business practices.

. Summary
Hire a Manager

One of the most important duties of the boardbf ** COOPerative is a unique form of busi-ness used
directors is to hire a qualified manager who is respo hy people and businesses for their mutual benefit. What-
sible for day-to-day operations. ever its purpose, starting a cooperative requires consid-

erable time, energy, and commitment by potential mem-

Hire Employees, Acquire Fadilities, Begin Opera- bers to fina}nce and use Fhe_business and select knowl-
tions edgeable directors who will hire a competent manager.

The manager hires capable employees and advisgfere to Get Help
the board on what facilities and equipment to acquire,

within the budget and operation guidelines estab-lished The U.S. Department of Agriculture's Rural Eco-

by the board. nomic and Community Devel-opment (RECD) offices

_ in some States have cooperative development spe-
Important Factors for Cooperative Success cial-ists on staff who an help you.

Experience shows that a newly organized coopera-
tive's chances for success can be improved by doiApo, in Washington, DC UDC/CES and staff of pro-
the following: fessionals ¢ an help organize a new cooperative and
provide technical assistance to existing cooperatives.
e Clearly identifying the economic need.
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Financing

All businesses, including cooperatives, The way equity capital is o}
need financing. A cooper-ative uses capitatained from the membership
to finance its operations, to cover operatingimportant in measur-ing the cg
expenses, and to invest in fixed assets suchperative's adherence go
as buildings and equipment. Capital comesoop-erative principles. Fq
in two forms: equity and debt. example, authority over t

cooperative's activitie

Equity capital is the ownership capital shout reside with the me
in a cooperative. It is prg bership throug
vided by members in va The voting  control
ous forms. Debt capital r B represented by eq
money that is borrowe coopera_tlve S uity ownership
on either a short- or lon@e]er1gs MelWellgsIe{e] K Also, ownership
term basis. Having ad L and control shoulg
guate equity and de may decide to be held by thd
capital available to finandig=1e[=1=1a4 K018 (Jo-\A membership  whe

the business is essentia . - are cur-rent use
the cooperative is going portlon of eqUIty of the cooperative.

competitively serve it capital to
Sl members.

Equity Capital
Sources
Equity Capital
Equity capital is categorizé
Equity capital is money the cooperativein two ways. It is either allocate
obtains from its members without assumingor unallocated. Allocated equity
a legal obligation to pay it back at a statedcapital recorded on the coope
time. This is the opposite of debt capital,tive's books which is assigned | 1
which always has a due date. Equity capitahllocated-on a proportional basis} '
is the "risk" capital in an organization. All each member. Unallocated equityf
or part of it can be lost if operations are notcapi-tal not assigned or designa
profitable. to specific member accounts.

18 Understanding Cooperatives



Cooperatives

1 Cooperatives obtain equity capital located.
J| from members in three basic ways-
. through direct investment, by retain-
. ing a portion of net income, or by
retaining a portion of proceeds
from the sale of members' farm
products as per-unit cap-ital re-
tains. Retained Net Income represents
Direct  In pro-ceeds from net earnings

vestment o Having adequate E)net margins) retair&ed in the

itV i - usiness to provide equity
ea(lqlunyotl)stail:]sé eq.ulty anq debt capital. Part of a coopera-
thr%ugh our capltal s\ 1Yol (SR8 tive's net income, usually at

chase of comiIAEEINMER TR BSIalek -2t 20 percent, is customar-
Ily paid to members in cash,

mon —of  Pre uu SIS =TaliCIRIMIgls® with the remainder held as
r2tained patronage refunds.

These refunds are accumu-

aor]l Imﬁioarlt ar;;esrﬁl;re to Competitively lated until sufficient capital is

invest-ment  an serve itS available to finance facilities

: d opera-tions. When that
normally  carrie members. s
voting rights. Pre level is reached, the coopera-

ferred stock is a second source of decide to reélggr?] g(r)arl;d ;f g'reoii?éﬁ g}ag _
ini-tial equity capital. It is called = pay ap .

preferred stock because it has"1YY capital to members.

preference over com-mon stock  Some cooperatives retain a portion of
during liquidation. It may be pur- their income as unallocated reserves to
chased by members or nonmem-serve as a cushion for allocated equity if
bers, often pays a dividend, but isthere is an operating loss. Unallocated eg-
generally nonvoting. Equity acquired uity is usually paid to members only in

through direct investment is always al- cases where the cooperative is being dis-

Other types of direct investment are
membership fees, membership certificates,
and capital certificates. These represent
forms of direct investments by members in
nonstock types of cooperatives.
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solved. always maintains the investment in propor-
tion to use. Cooperatives may use retained
patronage refunds, per-unit capital retains,
or a combination of both to obtain the re-
%]uired amount of investment from their

: : : embers. Members who are over-invested
physical unit basis or as a percent-age o

) : n relation to their level of patronage would
sales value. As with retained patronage P J

diden h Hicient it it receive a refund of a portion of their invest-
vidends, when sufiicient equity capital ,ant The board of directors determines the

"heeded level of equity capitalization for the
ycooperative and must approve any return of
equity to over-invested members.

Debt Capital

Per-unit capital retains are used
pri-marily by marketing cooperatives. They
are obtained through deductions from sale
proceeds. Deductions are calculated on

sider returning a portion of allocated equit
capital to members.

Revolving fund financing is what the
return of capital is called in a cooperative.
The oldest equity capital is repaid first to Cooperatives use two types of debt

Cooperatives obtain equity capital from members in
three basic ways-through direct investment, by
retaining a portion of net income, or by retaining a
portion of proceeds from the sale of members' products

as per-unit capital retains.

ensure that current users provide the majoreapi-tal to finance operations.
ity of needed equity financing. The coop- . .
erative's board of directors is respon—siblenanizogt;i[: dI:ar(])s e?;?inObgngﬂsteos ﬂT—he
for approving any return of member capital.I o xy ¢ '[);1 tpf ndsgborrpowed 6n .
Its fiduciary responsibility requires that the et e e

cooperative be adequately capi-talized be_short—term loan will be repaid in less than a
fore any equity is paid or "redeemed" to year. These funds supplement the coopera-

tive's own working capital and may be used
members. )

to pay for raw product deliv-ered by mem-

A modification of the revolving fund is bers in a marketing coopera-tive, or to pur-

the base capital plan method of equity fi-chase goods for resale in a supply coopera-
nancing. Annually, members are required totive. These loans are usu-ally repaid from
invest capital in proportion to their use of sales proceeds.
the cooperative over a "base" period of
years. This is the most equitable way for
members to provide equity capital, and it

Long-term debt is obtained to fi-
nance the purchase of fixed assets such as
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prop-erty, plant, and equipment. Long-termallows a cooperative the use of an asset

loans are scheduled for repayment in anwithout tying up its own capital in the ac-

nual installments over the useful life of the quisition. In addition to leasing companies

asset being acquired. Long-term loans areand commercial banks, coop-eratives have

repaid from net income. access to companies and banks that provide

leasing services to cooperatives. These in-

clude the Farm Credit Leasing Service Cor-
Cooperatives may borrow from tradi- poration and the National Cooperative

tional and nontraditional financing sources.Bank.

Commercial banks are the traditional

source for short-term loans. Banks and in- Conclusion

surance companies are typical sources of

long-term loans.

Sources of Borrowed Funds

Cooperatives finance themselves much
like other businesses, through the use of eqg-

Cooperatives have the added advanuity and debt capital. The features of coop-
tage of obtaining loan funds from special-e€rative equity capital, however, make coop-

Cooperatives may borrow from traditional and non-

traditional financing sources. Nontraditional sources

Include, CoBank and The National Cooperative Bank
who provide both short and long-term loans.

ized banks and other lending insti-tutionserative equity financing methods different
established to serve only coopera-tivesfrom those used by non-cooperatives. Co-
These specialized or nontraditional sourceperative users provide equity capital to fi-
include CoBank, public and private agen-nance the cooperative in pro-portion to
cies that lend to rural electric and telephongheir use of it. Most coopera-tives also pro-
utilities, and the National Coop-erative vide a way to return equity to members af-
Bank. ter a period of time.

Some large cooperatives may also use These characteristics of cooperative eg-
the services of brokerage firms to obtainuity capital make it more complex to under-
borrowed capital through private debtstand by those not familiar with how coop-
placement or the sale of commercial papegratives operate. These features, however,
and other financing instruments. are what make cooper-atives the unique,

self-help organizations they are; operating

Leasing is another debt financing op-for the benefit of their member-owners.

tion available to cooperatives. This method
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This article is the second of a two-part
series on housing cooperatives in the

District of Columbia. The history and
development of market-rate co-ops in
the nation's capital were outlined |in
the first article published in the Sep-
tember/ October/ November iss

ue
written by William Tayler esquire, the ’

first president of the 519-unit River I

Park Mutual Homes market-rate ¢o- NA lO N s
op. His co-op was financed and built

with FHA mortgage insurance under

Section 213 of the National Housing

Act. This second article focuses |on

the scores of District of Columbja

limited-equity housing co-ops, organ-

ized to be affordable for existing ten-

ants.

The third article written by Lester W=/ / / )
Cuffee, JD-Executive Director DC |
Coalition for Housing Justice, Ing %,

illustrates a correlation between (3)
factors:
1. Urban Revitalization
2. Gentrification
3. The need for Coops and
Technical Assistance

A Co-op's Birth

On December 2, 2000, the
Development Corporation of Co-
lumbia Heights (DCCH) in Wash-
ington gave birth to a new housing
co-op in the city's northwest quad-
rant-1429 Girard Street. The DCCH
won a bid for the property under the
District of Columbia Homestead
Preservation Program. The once va
cant, drug-infested building is now
home to 19 residents who paid
$1,200 each to get into the co-op
and can pay as little as $600
monthly for a two-bedroom unit.
1429 Girard Street is the most re-
cent co-op to benefit from a rich,
but recent heritage of non-profit and
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tenant-sponsored co-ops in Washington, most @fordable housing crisis.

which are limited equity. . _

Washington's Rich Co-op Heritage By the 1970s, double-digit inflation had fueled
rent increases in Washington, and the city council

Washington, D.C. has the second largest numisdacted rent control. Many landlords responded to
of co-ops in the country behind New York City, butent control by selling their buildings to condomin-
whereas the mayor of New York lives in Gracie Marilim converters, causing displacement and worsen-
sion, the ex-mayor of Washington, Anthony Wiling the shortage of affordable rental housing. City
liams, lives in a co-op in the Foggy Bottom neighboouncil responded again with legislation that sig-
hood. As outlined in the first of these two articleg)ificantly changed the picture-landlords must give
developer Edmund J. Flynn was the first to organizBeir residents the first right to buy when a sale or
and sell shares in 60 conventionally financed marketbange of use of the building is proposed. A strong
rate co-ops from the 1920s to the 1950s. Many moi@hants’ movement helped to pass the law. The Dis-
market-rate co-ops were built or created by convefict of Columbia government added a favorable
sion of rental buildings since then. The limited equityecond mortgage loan pro-gram using mostly fed-
co-ops in Washington are a newer phenomena a@i@ Community Development Block Grant assis-

came on the scene with a rush in the midst of a loéance to help tenants finance conversions. Several
non-profit organizations and consultants helped

_ tenants of moderate and low-income rental units
1,7/ exercise their right to buy and go through the proc-
' ess of converting their buildings to co-ops.

Many of the buildings that were purchased
through exercise of tenant purchase rights, were
converted to limited equity co-ops. There were sev-
eral reasons why this occurred. Most importantly,
limited equity coops were intended to maintain long-
term affordability by limited what the next genera-
tion of purchasers would have to pay in order to buy
into the coop. some loan programs with favorable
terms required that property be converted to a lim-
ited equity coop as a condition of receiving the fi-
nancing. Some development consultants required,
or at least encouraged, tenant organizations to con-
vert to limited equity coops for the same reasons, in
some cases as a condition of receiving no-cost or
low-cost technical assistance.

SALE TO TENANTS

In the winter of 1979, Mr. Robert Simon and his
neighbors residing in their 474-unit apartment com-
plex in Southeast Washington received a notice from
the owner that he was selling the building, and they
had to move out. The tenants decided they wanted
to buy the building and formed an association mak-
ing Mr. Simon, who at time was paying $220 in rent
for a two-bedroom apartment, the president. The
tenant group secured technical assistance from the
non-profit Metropolitan Washington Planning and
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THE BIRTH & GROWTH OF LIMITED EQUITY CO-0PS

Housing Association. They organized fundrais- some weren't, “he said. “I'm not sure we said ‘no’
ing events to pay for attorneys and architects.  enough.” In retrospect, he said the ULS would have
Their association also received monies from the done some thing differently. “Much tougher on the
District of Columbia Department of Housing and feasibility end and on making people do for them-
Community Development’s first right to pur- selves,” he said. “The limited equity coop is still an
chase program. It took $2.5 million and two important tool. It's not a prescription for every-
years of work, but in the end the residents ac-  body.” When working with groups, ULS now looks
quired ownership of Benning Heights Coopera- at condos and at a hybrid market-rate coop.

tive (Mr. Simon paid $1,000 to buy into the coop

and $385 monthly. Today, new residents can pay “Tenants are more sophisticated than they were
$920 to get into a comparable two-bedroom unit 20 years ago. They want an investment,” said Mr.
and $460 monthly). Benning Heights Coop was Simon. “They would rather pay more. Capitalism
one of many large and small conversions with a prevails.”

total of about 4,000 dwelling units in multi-

family buildings that have eventually been com- While many will dispute Mr. Simon’s view, a
pleted in Washington. successful coop does take a strong sense of leader-
ship, entrepreneurship, and financial acumen. Jim
COOPS STRUGGLE TO SURVIVE Tahash, former director of the planning and proce-
dures division at HUD, put it this way.
Limited equity coops, especially the smaller “A successful coop is likely to have several cru-

ones, have not had an easy time of it for a varietycial characteristics:

of reasons. Rick Eisen, an attorney who has rep-

resented tenant group in coop purchases, said that A leadership that can keep the spirit alive long
after the initial group of tenants, purchasers look-  after the first-generation pioneers have move on;
ing at buying into the coop had a different mind- « A solid financial cushion to protect against unex-

set and did not see any value in buying into a pected problems; and

coop if they could not make a profit. “Those e Awillingness to increase monthly fees as the

who did buy had trouble thinking of themselves costs of running the coop climb.”

as a coop rather than rental.” In some cases, the

pool of volunteers for the board has shrunk due Tahash'’s advice will be helpful to mature coops

to subletting. like Benning Heights and to young coops like 1429
Girard Street as they fulfill their missions of provid-

Mr. Simon, who is now the contract and ing affordable housing the cooperative way.

loans specialist for the District of Columbia De-
partment of Housing and Community Develop-
ment, pointed out that the cut back on new
vouchers for the U.S. Housing and Urban Devel-
opment (HUD) Section 8 program caused vacan-
cies, loss of coop income, difficulties in rehabili-
tation of vacant units, and deferred maintenance.
The program subsidized the difference between
25% (later 30%) of the income of a coop member
and the monthly charges up to the applicable fair
market rent limits.

Michael A. Dinkin, program manager for the
Tenant Purchase Program of University Legal
Services (ULS), cited other reasons for limited
equity coop programs. Inthe 1980’'s, Mr. Dinkin
said, “Some associations were ready to buy and
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THE BIRTH & GROWTH OF LIMITED, EQUITY CO-OPS

“Let me outline a strategy
which we feel will greatly
Impact the downside of
Gentrification. Implementation
and getting Economic and
Political Leadership involved
R will be key to this mov_ement”,
By: Lester Cuffie, JD-Executive Director SLIggESted Cuffie.

DC Coalition for Housing Justice, INC.

¢ Inclusion Zoning Legislation enforced in all cityaphing relative to housing.

e Impact studies looking specifically at how to maintdiversity in housing and
sustaining rather than displacement of residents. (Recognition of African
American sweat equity).

e Rent control should be strengthen, saved, expandeédeaforced to meet the
needs of affected residents.

e Develop a stronger tenant movement with associaed to govern equal ac-
cess.

e Require a certain percentage of affordable housmits in every new public
supported development in the city.

e Support stronger funding for the University of DCdperative Extension Ser-
vices (UDC/CES) and its mission for research and education to relative afforc
able housing, development of housing cooperatives., and home ownership.

e Expand and strengthen the existing partnershiplalition between UDC/
CES and the Coalition for Housing Justice to develop additional housing coof
eratives in the District of Columbia.

e Continue to work jointly with UDC/CES and DC Housifyoduction Trust
Fund to build 19,000 affordable units in the city.

Gentrification is an economic/political issue and the solution must include botl
economic and political leadership. “Effective leadership operating with an inclu
sion strategy will certainly help low and modern income families remain solven
in communities targeted for redevelopment’, explained Mr Cuffie.
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Housing CRISTS &
the 2006 D.C. rent control reform act

townhouses, along with a younger upwardly affluent
rich land gentry class.

The once American dream of homeownership
for all, is swiftly becoming a commodity for the few
and privilege of our society.

We, Black Americans, have invested our labor
Modern day “rent control” in the District be- and strength in the making and development of Amer-

gan with the enactment of the Home Rule Charter iff& I'S called "sweat equity”. This experience has
1973. In the 1960's and 70's thousands of families'fpde Washington, D.C. the political/economic super-
the District were displaced en-masses by the feder@PWer "hub” it is today.

government's "Urban Renewal policies." Commu-

nity activists of that time, called government urban Many ethnic groups in America can make the
renewal plans "Negro Removal”. same argument. However, none of these groups have

the American experience of slavery, legalized dis-
Today, this process is called "gentrification."Crimi”atio”’ (Plessey v. Ferguson 1896), the struggle

This soci-economic housing displacement phenom' €quality, and present day institutional racism.

non has created a national and worldwide housing Gentrification, in the District threatens historical in-
dilemma. digenous black neighborhoods and Black political em-

powerment, in the name of economic prosperity for
Here in the U.S. this housing problem is the newcomers. (Mayor Fenty, African American

manifested by the massive disproportional housing€'ected mayor of Washington DC Sept 2006)
displacement of African-American communities and ; o _

other working poor neighborhoods. This housing In the early 1980's, the District population was
crisis comes after decades of the following housingB0 Percent African-American (Chocolate City). The
ilinesses: property speculation: bank redlining; hy- Year 2000, census revealed a major decline in the
per-unemployment; the crime and drug scourge of Plack population. One reason given according to the
the 1980's: predatory mortgage lending, and the FekfnSUS information is the "high cost of housing". The

eral government disinvestment/disengagement in thCOMing September 2006 Mayoral election may see
public housing conditions of the poor. the last election of an African-American mayor for

D.C..

In Washington, D.C. (Columbia Heights), One factor that can be traced to the decline in
New York (Harlem), and Atlanta, Ga. (Marietta), thehe black population and housing woes is the 1994
average cost of a home is nearing $500,000. Hencémendment to the Sale and Conversion Act. This
gentrification is forcing the local indigenous poor amendment is the sister act to the Rent Control law.
and moderate income persons out of once affordablntil the recent city council action, this law allowed
urban housing. This soci-economic stratum of peohousing providers to sell portions of a building
ple is being replaced with exorbitant condos and "without" evoking a tenants right to purchase (95/5

WHAT ARE The concept of Iimited_coop_s has evol\(ed over t_he years. The profit
form the sale of shares in a limited equity coop is restricted by that

LIMITED coop’s bylaws, and in most cases limitations on resale prices are not
unreasonable. Outgoing members are usually entitled to a maximum

EQU ITY price equal to a return of their initial investment plus a reasonable rate

COOPSQ of interest on their investment for the years they occupied their units.
) Members are also entitled to part or all of the amortization on their




transactions). These types of transactions with the af-rent increase, based on rent charge which includes
firmation and complicity of the D.C. government the Consumer Price Index (CPI), plus a 2 percent
agency, Department of Consumer and Regulatory Af- increase on rent charge. The elderly and disable
fairs (DCRA) displaced thousands of the residents.  annual increase is limited to the CPI on rent

The present vulnerable rent control law and sale con- charged.

version law, along with the dysfunctional operation of In the future the elderly and the disable an-
DCRA are examples of the D.C. City Council and nual rent increase shall not exceed 5 percent even
Mayor's office capitulation to the money, and power if the CPI is higher. CPI for 2006 is 4.2 percent

of the Real Estate industry. the general public will probably receive a 6.2 per-

cent rent increase when adding the 2 percent rent

Another factor adding to the displacement is- increase to the CPI. If you are elderly or disable
sue which reveals the Federal government agenda igyou will only receive a 4.2 percent on the rent
the policies of the Department of Housing and Urban charged. The new law also abolishes the contro-
Development (HUD) - policies of disinvestment and versial rent ceilings which are determined by the
disengagement from providing decent and affordable market cost.
housing to low and moderate income citizens vis-a-
vis the Section 8 program.

The federal government program subsidizes
housing rents for single mothers and the elderly. In
the 1990's this program was replaced by vouch- —
ers. The voucher program requires its participants to The Rent Control Reform initiative is not
seek affordable housing in a private housing market, the panacea for the housing woes of the working

where affordable housing is scarce and the cost is in- PO": In the District of Columbia, as well as for the
creasing. nation. However, with the passage of Rent Con-

trol Reform measure the council also passed the

HUD disengagement policy which translates "Tenant Righ_t to Organize Bill", created a "Tenant
into "no federal enforcement of housing codes or no  Advocate Office”, and passed the Tenant Informa-

oversight of Section 8 property owners, and manage- 10N Act".
ment companies" locally has resulted in the threaten- The (DC) Coalition for Housing Justice,
ing foreclosure of Temple Court and Serum Cord. Inc. along with Tenant Action Network and TE-
NAC and others are honored and proud to have
One positive and possible solution to the local spearheaded the negotiations for much of the
housing dilemma vis-a-vis the current rent control strong Tenant Reform measures. Our hope is with
laws is the courageous leadership of Councilmember the "yeoman" like political leadership of Council-
Jim Graham. After almost, a decade of Rent Control member Jim Graham along with tenacious com-
Reform agenda being bottled up, and derailed by the munity activism of the Coalition ,we will see the
real estate representative Councilmember Sharon re-emergence of a strong working peoples tenant
Ambrose. Councilmember Graham steadfast leader- and housing movement. This movement must de-
ship of the Consumer Regulatory Affairs Committee mand and move the nation to create “decent and
which has oversight over DCRA has resulted in the affordable housing for everyone, not just for the
passage and signing of the Rent Control Reform Act privilege few".
of 2006 on June 27.

In regard, to vacant apartment units the law
provides for rent increases to be 10 percent and
with substantial comparable vacant units, rent in-
crease can go up to 30 percent..

By Lester M. Cuffie, JD

The reform initiative provides for one annual Wednesday, August 9, 2006

shares of the coop’s mortgage financing and the value of any substantial improvements
have made in their units.

The concepts of limited equity coops has been applied to most coops that receive an
tial help from the government, nonprofits, or others, such as a reduction in the cost of the
low appraised value, or any kind of lower financing cost, grant assistance, project, or in
subsidy that makes the housing “more affordable” to people with lower incomes.




Examples of
Washington’s Rich
CO-OP Heritage

Having the second largest number of coops in the
USA, Coops maybe grouped into the following
categories: The list, however, continues to grow:

Real Estate/Housing/Apartment
Coops

Educational Cooperatives
Electric/Energy Cooperative
Artist Cooperatives
Government Coop (Embassies ande
Consulates)

Urban Gardening Coops .
National Bank Coops

National Business Coops

National Consumer Coops
Agriculture Coops
Telecommunications Coops
Coops Associations

International Trade Organization
coops

National trade organization coops
Personnel services coops

B2B Property Management coops
Outdoor parks coops

Nursery and florists coops
Childcare services coops specially
foods

Grocery stores-diet centers coops
Health care coops

Personal financing coops

US minerals managements services
coops

Management consultant services
coops

Marketing and marketing research
coops

Women business centers coops
Medical insurance coops

Used and rare bookstores coops
B2B contractors

Religious organizations coops
Social services coops

Languages coops

Industrial agents and reps coops
B2B credit unions coops

Lawyers coops

Newspaper and publication coops
Dog behavior training coops
National and organic food coops
Restaurant and coffee house coops



FIVE GOOD REASONS FOR CO-OPERATIVES
IN THE DISTRICT OF COLUMBIA

1. Co-operatives are Community Enterprises

. Profit is not siphoned off by
ners, and the co-op exists to fil

Co-operatives keep economic ben
outside interests, because the co-
need in a community that is not b
« Agriculture Coops satisfy the or supply, processing and marketing of goods.

« Consumer co-ops provide
ferred quality at competitive

embers with the goods and services required of the pre
« Workers' productive co-0ps are formed to create or maintain employment in a commu-
nity.

« Housing co-ops give low-income people the opportunity to own their own homes.

. Co-operative insurance protects individuals and small businesses from risk.

. Credits unions serve people of limited incomes not reached by commercial banks, an
extend credit to microentrepreneurs who otherwise might not be able to secure financing.

. Tourism co-ops facilitate the opportunity of holiday stay and travel and offer fair prices
and good quality service to their members.

. Electric and telephone co-ops meet rural peoples' needs for power and telecommunice
tions not satisfied by private business.

« Community development co-ops are formed for the overall development of local com-
munities and are specially concerned with social, economic and cultural development.

2. Co-operatives Promote Democracy
. Co-operative members own their business. They provide share capital, elect a board c
directors, and receive the benefits of ownership through better service and patronage refun

based on use.

. Co-ops teach people outside the mainstream into a nation's economic and political life.
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Co-ops teach people how to resolve prol#. Co-operatives Raise Human Dignity
lems democratically. Many individuals who
received their education in democracy from Co-operative help people escape poverty
co-operatives have gone on to become polind achieve dreams, such as owning a home
cal leaders in their nations. or giving their children an education. Since
educated decision-making is essential to a
In emerging democracies, co-ops helpo-op's success, co-ops also teach new skills,
throw off the shackles of anon-market ecorfrom adult literacy to business operations.
omy. Their members develop the skills of enco-operatives empower individuals by giv-
trepreneurship, and learn market values. ing the chance to participate in decisions
which have an impact on them. Armed with
3. Co-operatives Build Open Markets the ability to effect change, members find so-
lutions to social and economic needs. Co-ops

As more provide an or-
and more ganized way
govern- for low -
ments  di- income people
vest state- to relate to
owned en- sometimes dis-
terprises, tant govern-
there is a ments and eco-
danger that nomic power
these mo- structures.
nopolies
may be 5 Coopera-
moved in- tives are
tact into Systems for
private Development
hands. Co-
operatives Co-operatives
help avoid draw commu-

this pitfall by ensuring wide participation bynity businesses into regional and national
the users of the former state service. Cmetworks. Local Co-ops benefit from larger

operatives spread economic power and ehusiness volume, operating efficiencies and
courage competition. They provide markeprofessional management. The economic
leverage to small producers victimized byyramid enables farmers to purchase sup-
powerful cartels or sole-source companieglies at volume discounts, and receive profits
They undercut middlemen and money lendrom value-added processing and consumer
ers, whose charges are often exorbitant. Bales. Credit unions pool their resources, and
ploughing profits back into the business, ccare able to transfer surplus savings to credit
ops can operate on narrower margins. Thusnions in lower income areas. Electric co-

they help drive down unfair prices, and set @peratives join together to buy power at a
competitive range for goods and services. lower cost.
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