


TABLE OF CONTENTS

1.

INTRODUCTION ..ititeiitee ettt ettt ettt ettt ettt ete e e stt e e s be e e oabe e e be e e abbe e oo be e e aabe e e abe e e ek be e e bseeembeeembeeaabbeesnbeeensbeesnbeas 5
1.1 BACKGROUND ...ttt ettt ettt sttt et e ket e o2 bt e e e ks e e eab e e ok e e e sabe e e a bt e e mbe e e bee e sabeesmbeeeabbeeanbeeeanneesnns 5
1.2, OBJECTIVE OF THE REVIEW ...ttt sttt nn e nneennneeennne e 5
1.3. SCOPE OF THE STUDY ..iiiiieiitie ittt ettt st sme e st e st e e s e s ne e e b et e aare e e nnneennne e e rneennneeenneen 6
14. APPROACH: THE THEORY OF CHANGE OR OUTCOMES APPROACH ......cccceiiiiiiiiie e 7
1.6. REPORT OUTLINE ...ttt ittt ettt ettt ettt ettt sttt s b e e sa e ek e e sab e e e be e e bt e e e ab e e e em b e e e mbe e e enbe e e beeesnbeeeneeas 10

CO-OPERATIVE MACRO-ECONOMIC OUTLOOK .....ociiiiiiiieiiee ittt 10
2.1, BACKGROUND ..ottt ittt ettt e st s e e e ke ek e s Rt e se e e sane e e R e e e sbe e e nsn e e sar e e e nnneennneeennneens 10
2.2. DEFINITION OF A CO-OPERATIVE .....oeiiititiitie ittt ettt ettt et e bt e et e s nbae e sabe e abe e e sabeesbeaesnbeesneeas 11
2.3. VALUES OF A CO-OPERATIVE. ...ttt ittt ittt ettt ettt ettt et e e s abe e e sbe e e s abe e e abe e e sabeeanbe e e abbeeeabeeeanneesnee 11
2.4, PRINCIPLES OF A CO-OPERATIVE. ..ottt sttt nnne e e eanne e 12

241 1St Principle: Voluntary and Open MembBership.............cciieeeecoieeeeeee e 12

242 2nd Principle: Democratic Member CONLIOl .........ooiiiiiiiiie e 13

243 3rd Principle: Member ECONOMIC PartiCiPAtiON. ..........cuuiiiiiiiiie it 13

244  4th Principle: Autonomy and INAEPENTENCE .......cocuuiiiiiiiiiie e 14

245  5th Principle: Education, Training and INformation ..., 14

246  6th Principle: Co-operation among CO-OPEIALIVES .........ueiiiiiiiieiiiiiee ettt e et et e e ssibe e e e nibeee e 14

247 7th Principle: Concern for COMMUINILY ........oiuueeeiiieiee ettt e st e et e et e e e asbbe e e e s abbeeeesbbeeeeanbneeeeans 14
2.5, DIFFERENCE BETWEEN CO-OPERATIVES AND OTHER BUSINESSES.........cccccooeiiiiinieeneeeene 14

T R AN 1= (=T | 0T L 14

252 A DIfferent CONIOl SITUCTUIE. ... .eiii ittt ettt e e st e e e s abb e e e aabbe e e e e snbeeeeaa 15

253 A Different Allocation Of SUIPIUS SYSTEIM .. ...coiiiiiiiiiiiie et bree e 15
2.6. FORMS OF CO-OPERATIVES ...ttt sttt ettt ettt bn e st e e nbn e e sbeeennne e 15

261 PriIMary CO-O P IALIVE .. .. ——————— 15

262 SECONAANY CO-OPEIALIVE ......eeiiiiitiiie ettt ettt ettt e ettt e e st bt e e e e bt e e e e s abbe e e e aabbeeeeabbeeeeabbeeeeans 15

2.6.3  TErtiAry CO-OPEIALIVE ....ccciiiiiie ittt ettt ettt e et e e e e e bb e e e e aa b bt e e e sabbe e e e aabbeeeesbbeeeeabbeeeeans 15
2.7. TYPES OF CO-OPERATIVES ...ttt ettt ettt ettt sib e st e bt e e b e e nnneenaes 15

2 R AN | Tt U || (N = I @ o o= = 1Y/ 16

272 CONSUMET CO-OPEIALIVES ... .eiiiiiitiieeeitiiee ettt e ettt e e ettt e sttt e e e st et e e e e bt e e e e abbe e e e ettt eeeaabbeeeesbbeeeeabbeeeeans 16

273 Marketing and SUPPIY CO-0PEIALIVES ......cciiuiiiiiiiiiee ettt sttt e et e e et e e e abb e e e s nbbeeeeabbeeeeaas 16

N O S o (o 10 Y [0 T @ R =T = (1= R 16

275  Financial ServiCeS CO-OPEIALIVES .......iuuiie ittt e sttt ettt ettt e e et et e e e s bb e e e e s abbe e e e aabbeeeeaabbeeeeaanbeeeeaas 16

278 SOCIAI CO-OPEIALIVES .....eeiiiiiiie ittt ettt ettt e e sttt e e sttt e e e abee e e e sabe e e e e anbb e e e e aabbeeeeabbaeeesbbeeeeabbeeeeans 16

277  BUrial SOCIELY CO-OPEIALIVES .......utieiieieeeiiiiitet it e ee e e ettt e e e e e e e bbb et e e e e e e e s e nbbbeeeeaaeesaanbbeeeeeaeessaansbnneeeaens 16

278 SEIVICE CO-OPBIALIVES. ...eeiiie ittt e e ettt e e e ettt e e e e e oot bbbttt e e e e e e e nbabeeeeeeeeesanbbebeeeaeeseaannbbneeaeaens 16

279 WWOTKEIS' CO-OPEIALIVES ...cciiuttieeeiitteee e ittt e sttt e e sttt e e sttt e e sttt e e e aabbe e e e s bbe e e e abbeeeeabbeeeeabbeeeeabbeeeeabbeeeeans 16
2.8. CO-OPERATIVES’ CONSTRAINTS ...ttt ettt sttt st et e ss e e s stee e smteeene e e snteeaneeeaneeeaneeas 17
2.9. BEST CASE EXAMPLES OF COOPERATIVES 1 ....ooiiiiiiiiiieiite ettt bee e 18

MSUNDUZI MUNICIPALITY
Date: April 2024 2



29.1 [OF= 1 F= T - 19

29.2  Dairy Cooperatives in Bangladesh2 .......................................................................................................... 19
e I R = - Tod (o | £ 11 ] o SRR 19
294 BUIK PrOVISION OF SEIVICES ... .veieeiiitiiee ettt ettt ettt ettt ettt e e ettt e e st b et e e sk b e e e e s kb e e e e e abbneeeebbeeeeabnneeean 20
295  Training @nd COMIMITMENT .....coii ittt e e e e e e e et e e e e e e e e s e bbb et eeeaeeesannbeseeeeaeeseaannrnnneeaaeas 20
P T = oAV =g Y (=T ol o] ISP UTPPPOTRRR 21

297 KENYA3 ...ttt 21

298  Maletswai Waste & ReCYCING CO-OPEIAtIVE .........ccvviiiiieeeis it e e e e s re e e e e e s st e e e e e e e e s snnaaaeeeaaeesannns 22

29.9  NQabayensimbi POUINY CO-0P ... uuiiiieiiiiiiiiiiiie e e e s ceiiee e e e e e s s st e e e e e s e s st e e e e eeesssnstaeaeeeaeeeesaannsnrnneeaassaans 23

2.10. SYNOPSIS ...ttt ettt s e e ettt e et — e e et t— e e a———e e et tae e e e s tae e e e ntaeaeeantreaeennrreeeeannes 23
CO-OPERATIVES POLICY FRAMEWORK ..ottt ettt ste e e s sitae e e e staa e e e sntana e s sntaeaesentaeeeannens 24

3.1 INTERNATIONAL CO-OPERATIVE ALLIANCE BLUEPRINT FOR A CO-OPERATIVE DECADE JANUARY
2013 24

3.2. NATIONAL COOPERATIVE DEVELOPMENT STRATEGY 2012-2022 ......cccoiiiiiiiieiieee e 25
3.3. NEW GROWTH PATH (NGP) ..ttt ettt ettt et e s skt e e st e e e e nb e e e e nbee e e e neee 26
34. NATIONAL DEVELOPMENT PLAN (NDP).....cttiieiiiiiie it e s 27
3.5. NATIONAL INDUSTRIAL POLICY FRAMEWORK ......coiiiiiitiiiiiie e 28
3.6. INDUSTRIAL POLICY ACTION PLAN (IPAP 2)....ce ittt ettt 28
3.7. REGIONAL INDUSTRIAL DEVELOPMENT STRATEGY (RIDS).....ctiiiitiieiiiiiie ettt 29
38. INTEGRATED STRATEGY ON THE PROMOTION OF ENTREPRENEURSHIP AND SMALL
ENTERPRISES ... e r e e r e e e r s 29
3.9. BROAD-BASED BLACK ECONOMIC EMPOWERMENT STRATEGY (B-BBEE) ........ovviiiiiiieeiieee e 29
3.10. NATIONAL YOUTH ENTERPRISE STRATEGY (NYES) ..eoiiiiiiieiiiiiie ittt 30
3.11. STRATEGIC FRAMEWORK ON GENDER AND WOMEN’'S ECONOMIC EMPOWERMENT ................. 30
3.12. THE COOPERATIVE AMENDMENT ACT 2013.....cciiiiiiiiiiiie et 30
3.13. THE CO-OPERATIVE POLICY OF 2004...... ..ottt 32
3.14. THE NATIONAL CO-OPERATIVE DEVELOPMENT STRATEGY (2004-2014) ....ccoiiiiiieiiiieeeiiiee e 32
3.15. CO-OPERATIVE BANKS ACT, NO 40 OF 2007 .....ccuuteeeteeeiaiireneeeieeeseairneeee e e e s s sssirneeeeeessssnnnneeeeeeeesnes 33
3.16. NATIONAL FRAMEWORK FOR LOCAL ECONOMIC DEVELOPMENT (2006).........cvvveirrreeeireeeenninee 33
3.17. INTEGRATED AND SUSTAINABLE RURAL DEVELOPMENT (ISRD) STRATEGY (2000) .......cccvveirvvvrernnnnnn. 34
3.18. THE NATIONAL FRAMEWORK FOR LOCAL ECONOMIC DEVELOPMENT .....ovviiiieiiiiiiiiiceee e 34
3.19. KZN CO-OPERATIVE DEVELOPMENT STRATEGY (2010)...ccciittetteiiirieeiirieeesiiee e siieee et 35
3.20. KZN PROVINCIAL GROWTH AND DEVELOPMENT STRATEGY REVIEW 2021 ......ccccccvviiiiiiiiiiieieeeee 36
3.21. MSUNDUZI INTEGRATED DEVELOPMENT AND DEVELOPMENT PLAN 2022 - 2027 .......ccoovccvuvveeieeennnns 37
3.22. SYNOPSIS ettt e oo e e e et e e e e e e e et e e e e e r et e e e e e a e e e e e e e aaaa 38
4,  CO-OPERATIVE SUPPORT SERVICE PROVIDERS .......cotiiiiiiititieitee ettt e e 38
4.1. NATIONAL AND PROVINCIAL SERVICE PROVIDERS .......ooiiiiiiiiiieee e 38
4.2. MSUNDUZI CO-OPERATIVE SERVICE PROVIDERS ..ottt 39
5. MSUNDUZI MUNICIPALITY = SNAPSHOT ...oitiiiiiiitiiiteie ettt e e et e e e e e s sssnb e ee e e e e e s annnnees 40
5.1 DEMOGRAPHICS ...ttt ettt e e e e e et e e e e e s bbbttt e e e e e s e b en e e e e e e e e e nanrrereeeeeas 40

MSUNDUZI MUNICIPALITY
Date: April 2024 3



6.  ECONOMIC OVERVIEW ...ttt ettt e et e e e et e e e et e e e e et e e e e e e e e enn e e e s nnnne e e e nnnneeeennnes 42

7. MSUNDUZI CO-OPS TRENDS......cciiitiite ittt ettt e e st e e e st a e e et e e e e st e e e e ataeaessstaeeesantaeeeeantaeaeennees 43
7.1, AGE OF BUSINESS ... .eeiiiiitiiit e ittt e sttt e e sttt a e st e e e st e e e st e e e s sta e e e sste e e e s sba e e e s sta e e e e ansseeeeanseeeeeansbeeeennnnees 43
7.2, BUSINESS ACTIVITIESISECTOR .....cutiteitiieititesitiesteeesteeesteeessteessteeanteeesnteeessseesseeessseeesnsesasesesssessnsenesssesssees 43
73. LEVEL OF EDUCATION. .. .ctiittteittteeteeestttesterestteessteesssaeessteeassesessseessseeessseesssesassnesnsesessssesssesssssnesnsensnsenans 44
74, CO-OPERATIVES’ SOURCE OF WORKS (MARKETS) ...iiittiieeiiieieeiititee e stteeeesstteeeesntneesesstsaeessnssaeaesnsnnnaeans 45
7.5. UNDERSTANDING OF TENDER PROCESS.......ccciitiiieiiiiie e sttt stt e st e stae e e e stae e e s sntaa e e e sntaaaesnntaeaeeenens 46
7.6. CO-OPERATIVE NEEDS FOR TRAINING ON HOW THE GOVERNMENT TENDERS WORK.........ccccvvrennnen. 47
7.1. GROWTH STATUS OF THE CO-OPERATIVES ...ttt ittt see et ste e stee e snaeesteaesnteeanaeesnaeesnseeesneeesneens 47
7.8. MAJOR BUSINESS OBSTACLES .....coiiiiiiie ittt ettt sttt st e e e st e e e st e e e e st e e e e ntaeaeeansaeaeennees 48

8. KEY INTERVENTIONS .. .ooiiiiitiie e ittt ettt e e sttt e e e ettt e e e st e e e e ss e e e e e ssta e e e e astaeaeessbaeeeeantaeaeeantaeeesansaeaeeansaeaeennses 52
8.1. SWOT ANALYSIS ieieitite ittt ettt sttt e et e et e e s s e e e sst e e aste e e ta e e anteeeaseeeasteeensaeeansaeeanseeanseeensaeeanseeenseeennes 53

9. STRATEGIC FRAMEWORK .....ciiititiiiteiee sttt e sttt ste e s tte e st e e ssteeastee e tae e snteeesseeessseesnteeesnbeeaseaessbeesnseeennseeannens 56
9.1 BT 1] 1 1 U 56
9.2, O T @A o o N[ I PSR 56
9.3. R IR A I = TSR 58

9.3.1  Acreation of a conducive policy and legal enviroNmMeNt...........cccoooeiiieii i, 58
932  Building of @ supportive INSHILULIONAI SYSTEIM ......eiiiiiiiii ettt et eereee e 58
9.33  Provision of capacity building and skills development for Co-0peratives .........ccccceevvvvciiiieeieee s 59
9.34  Provision of support services to co-operatives and addressing POVEIY ......ccooeeveieeeieie e, 59

10. IMPLEMENTATION FRAMEWORK ... .otiitiieiiie ettt sit e stte e st e st e e snte e e staeessteaastaeeanteaesaeesssesssneennsaesnneas 60
10.1. YL B Y AN 1N 1 AN e I 63
10.2. FINANCIAL PLAN . .. oottt ittt e et s et st e e e te e et e e ssteeeteeeasteeaateeeasteeassee et aeesntaaeasseesnbeeenseeesnsaaanseeens 67
10.3. MONITORING AND EVALUATION TOOLS AND MECHANISMS ......cociiiiiieiiee et eiee st 74

11. N A N 1 80

MSUNDUZI MUNICIPALITY
Date: April 2024 4



1. INTRODUCTION
1.1. BACKGROUND

The concept and philosophy of co-operatives is deeply embedded in the traditional culture of many human
societies, especially within African communities. There are many exampleswhere members of communities work
together in turns for mutual self-help to improve the socio-economic welfare of each other and the community.
Modern economic and social structures may have weakened this co-operative social fabric but it is an important
foundation upon which the concept and philosophy of modern co-operatives as economic enterprises can be

successfully built and sustained.

The democratic Government of the Republic of South Africa has put in place many development programs to
address the urgent need to eradicate poverty in a sustainable manner through support to development of
enterprises that create employment, increasehousehold incomes, mobilize savings, and improve the welfare of the
people. These include, but are not limited to, small, medium and micro-enterprises (SMMESs), Broad-Based Black

Economic Empowerment (BBBEE), and co-operatives.

In KZN Co-operatives Development Programme started in February 2005 and has since attracted more than 60
000 individuals, who constitute approximately six thousand co- operatives. The program is also receiving
support from government departments, municipalities and the private sector by awarding contracts to some co-
operatives using their affirmative procurement policies and social responsibility/investment programmes. The
previously disadvantaged communities now own co-operative businesses and are being enabled through the

programme to participate in the mainstream economy of the province.

Further, a KZN co-op strategy has been developed to assist in the provision of support forco-operative development in
the province. The overall aim of the strategy is to adopt a regulatory approach in the KZN Province, wherein all
stakeholders can add value and support the development of social enterprises in the form of co-operatives. Worth
noting is that thedraft strategy attributes the coordination of all co-oparative activities and value chain in the province
to provincial Departement of Economic Development and Tourism while the implementation of all programmes
is devolved to the local governments through the formulation of their own strategies and implementation

mechanisms.

1.2, OBJECTIVE OF THE REVIEW

The overall objective is to compile and complete a Co-operatives Strategy that will highlight areas that the
Municipality need to concentrate on to ensure that it creates an enabling environment for the local co-operatives
within Msunduzi Local Municipality to thrive. Specifically, the focus will be on the development of a feasible
implementation plan. Specific objectives are to:

0 To analyse the current status of cooperatives and update the strategy;
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To identify recently adopted legistations that inform the development of Co-operative and the strategy
with the those legislations;

To identify constraints and propose interventions to co-operatives development;

To develop a revised implementation that is feasible.

To assist co-operatives to participate in programmes aimed at improving their productivity;

To contribute to sustainability of co-operatives;

To develop a cooperative development strategy to drive and propel economic development and spatially
guide investment for the entire municipality.

To promote equality of co-operatives within the Municipality;

To assist co-operatives to participate in programmes aimed at improving their productivity;
To contribute to sustainable development of co-operative members’ communities;

To improve access to information and educate about exist programmes.

To enable the Municipality to develop the co-operatives working within its area of jurisdiction.

The overall outcome will enable the Municipality to implement developmental programmes intended to promote

economic empowerment and entrepreneurship to the indigent people.

1.3.

SCOPE OF THE STUDY

The scope of the assignment includes the following:

0

The preparation of the strategy will focus on the development needs of the cooperative and identify
opportunities within the economy of the Municipality, looking both externally at the broader economic

situation of the region, as well as internally at its procurementprocesses.

The following tasks were undertaken:

0

Capture a Cooperative development vision for the Msunduzi Municipality in consultation with key
stakeholder organisations.

Provide an analysis of the Cooperative environment, including strengths,weaknesses, opportunities and
threats within the economy in general and municipality in particular. An analysis of present cooperatives,
including successesand failures, should be undertaken.

Review the key economic sectors in the municipality and analyse the potential development
opportunities in each sector that cooperatives could benefit from,and the most recent trends.

Analyse the latest Provincial Growth and Development Plan, the Municipal IDP, andthe LED strategy together
with the various plans of other national and provincialgovernment departments in respect of promotion of
cooperative growth and development, to identify possible opportunities.

Undertake structured consultations with stakeholder groups to develop key strategies and priority

MSUNDUZI MUNICIPALITY
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interventions, with the aim of promoting new cooperatives, supporting their progression to formal small
businesses, and enabling cooperativesto expand, diversify and develop a profile beyond the Municipal
boundaries. Identification of training needs, and the specific kind of training and development needed for
them to progress to self-sustaining small businesses, should be included.

0 Make recommendations on the creation of an enabling environment which is conducive to promoting
cooperative development, including both support and the reduction of regulatory and bureaucratic
impediments.

0 Develop a plan that will transform the projects identified and unpacked in the strategy into programmes
that can be implemented within prescribed timeframes and budgets, in order to achieve the targets and
objectives set out in the strategy, as well as the realization of the economic vision. More specifically, the
consultantis required to:

0 Indicate the responsibilities and timeframes for the plan, as well as theresources and budget that would
be required.

Identify priority projects from the plan for short to medium termimplementation.
Evaluating the potential funding sources which will enable efficient andeffective facilitation of the

implementation of projects.

1.4, APPROACH: THE THEORY OF CHANGE OR OUTCOMES APPROACH

The outcomes approach “is designed to ensure that programme and project planners focus on achieving the
expected real improvements in the life of all beneficiaries...[it] clarifies what we expect to achieve, how we expect to
achieve it and how we will know whether we areachieving it”. The outcomes approach advocates using a logic

model which links inputs, activities, outcomes and impacts, which are defined as follows:
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Table 1: The theory of change or outcomes approach
Theory of Change Mapping the Theory of Change to SMME Strategy Overall
Concept Achievement
Impacts The long-term “developmental result at a societal

level that is the logical consequence of achievingspecific

outcomes

Outcomes a changed state of being...They describe the — The overall
effects, benefits or consequences that occur dueto achievement or
the outputs or programmes, processes or activities. impact of Msunduzi

The realisation of the outcome has a time factor

and can be in either the medium or — Therelevance of
long-term Msunduzi

Outputs These “can be immediate and intermediate... _  The effectiveness of
direct products and services generated by the Msunduzi

Municipality through processes or activities
without specific reference to their ultimate purposes

Activities a collection of functions (actions, jobs, tasks) that — The efficiency of

consume inputs and deliver benefits or impacts Msunduzi

everything that Msunduzi needed to accomplish
co-ops developmental tasks. This could be in termsof finance,

human resources, infrastructure etc.

Theory of Change is essentially a comprehensive description and illustration of how and whya desired change is
expected to happen in a particular context. It is focused on mapping outor “filling in” what has been described as the
“missing middle” between what a programmeor change initiative does (its activities or interventions) and how these

lead to desired goalsbeing achieved.
This theory will assist in understanding the resources to be invested in co-operative development in Msunduzi;
various activities to be undertaken; the current results, the expected results; and the overall impact of the statutory

support. In summary, the Theory of change willassist through the following:

0 Present the efficiency, effectiveness, relevance and impact of the current strategy;
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0 Identify appropriate strategies that might be considered towards the sustainability and the strengthening of co-

operative sector in the Municipality;

0 Assisting the Municipality by presenting Smart inputs, attenable activities, measurableoutputs, realistic

outcomes and achievable impact.

Figure 1 Elements of the Outcomes Approach

The long-term developmental results at a societal level

that is a logical consequence of achieving specific
outcomes
The medium-term results for specific beneficiaries
that are a logical consequence of achieving specific
outputs

The final products, or goods and

What we aim to
change

A

OUTCOMES

What we wish to

i achieve

. . OUTPUTS What we produce or
services produced for delivery A
. deliver
The processes or actions that use a
range of inputs to produce the desired ACTIVITIES What we do
outputs and ultimately outcomes
The resources that contribute to What we
. INPUTS
the production and delivery of use to do
outputs the work
1.5. METHODOLOGY
The methodology
shown below is set out in tabular form and key action steps are unpackedinto more detail.
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Figure 2: Methodology
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1.6. REPORT OUTLINE

This report has the following sections:

The first introductory section deals with the administration part of the document,

The second section presents the broad understanding of the concept co-operative as well as the policy
framework guiding co-operatives in the country; this section shows the co- operative trends in Msunduzi and
concludes with a SWOT analysis

The third section presents the strategic framework developed for co-operativesdevelopment in Msunduzi,
The fifth section presents the implementation framework, and

The annexure.

2. CO-OPERATIVE MACRO-ECONOMIC OUTLOOK
2.1. BACKGROUND

The establishment and development of the co-operative movement is a universal global trend. Co-operatives have

historically existed in all civilisations in different forms and structures.
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Most co-operatives in the world have developed from people’s needs for self-reliance through mutual self-help. Stokvels
in South Africa are a much quoted case in point. However, most of the formal co-operatives promoted by colonial
governments were primarily based on the need for increased production and productivity through the organised

collection of raw materials and increased tax income for the colonial power.

In order to re-focus and re-align co-operatives by putting the needs and aspirations of co-operative members first,

co-operative reform and reconstruction has been an on-going agenda in developing countries, including South Africa.

Mills and Davies (2013) from the International Co-operative Alliance (ICA) estimate that the co-operative movement
brings together over 800 million people around the world. Furthermore, it is estimated that the livelihood of nearly 3
billion people, or half of the world's population, isgenerated by co-operative enterprises. These enterprises continue
to play significant economic and social roles in their communities. Co-operatives provide over 100 million jobs around

the world, 20% more than multinational enterprises.

Co-operatives are guided by the internationally accepted definition, values and principles as outlined in the Statement
of Co-operative Values, Identity and Principles adopted by the General Assembly of the International Co-operative

Alliance (ICA) since itcame into existence in 1995.

2.2, DEFINITION OF A CO-OPERATIVE

Co-operatives are different from other businesses and are defined in the Co-operatives Act,No. 6 of 2013 as follows:

A co-operative is an autonomous association of persons united voluntarily to meet their common economic,
social, and cultural needs and aspirations through a jointly-owned anddemocratically-controlled enterprise organised

and operated on co-operative principles.

2.3. VALUES OF A CO-OPERATIVE

Co-operatives are based on the values of self-help, self-responsibility, democracy, equality, equity and solidarity. In the
tradition of their founders, co-operative members believe in the ethical values of honesty, openness, social responsibility

and caring for others (Birchall, 2003).

Co-operatives have a deep and distinguished history. During each of the last ten generations of human history, many
theorists have made major contributions to co-operative thought, andmost of that thought has been concerned with

co-operative values. The following main principles of co-operatives are explained.
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b)

d)

f)

2.4.

3

Self-Help’ is based on the belief that all people can and should strive to control their own destiny. Co-
operators believe that full individual development can take place only in association with others. Individuals
also develop through co-operative action by the skills they learn in facilitating the growth of their co-operative.
Co-operatives are institutions thatfoster the continuing education and development of all those involved with
them.

‘Self-Responsibility’ means that members assume responsibility for their co-operative — forits establishment
and its continuing vitality. Members have the responsibility of promotingtheir co-operative among their families,
friends and acquaintances. Members also ensure that their co-operative remains independent.

Co-operatives are based on ‘equality’ meaning that members, whether an individual or a group, are allequal. It
does notdepend onthe social and economic status of the member.

Achieving ‘equity’ within a co-operative is continuing, never-ending challenge. It also refers to how
members are treated within a co-operative. They should be treated equitablyin how they are rewarded for their
participation in a co-operative, normally through patronage dividends, allocation to capital reserves in their
name, or reduction in charges.

‘Solidarity’ ensures that co-operative action is not just a disguised form of limited self- interest. A co-
operative is more than an association of members; it is also a collectivity. Allmembers including the employees
and the non-members who are closely associated with the co-operative should be treated fairly. This also
means that the co-operative has aresponsibility for the collective interest of its members. It has historical roots.
Co-operators and co-operatives stand together. Solidarity is the very cause and consequence of self-help
and mutual help — two of the fundamental concepts at the heart of co-operative philosophy. It is this

philosophy, which distinguishes co-operatives from other forms of economic organisations.

Honesty, openness, social responsibility and care for others are values, which may befound in all
kinds of organisations, but they are particularly cogent and undeniable within co-operative enterprise.

PRINCIPLES OF A CO-OPERATIVE

There are seven co-operative principles by which co-operatives put their values into practice. The principles that form

the heart of co-operatives are not independent of each other. They are subtly linked and when one is ignored, all are

diminished. Co-operatives should not bejudged exclusively on the basis of any one principle, rather they should be

evaluated on how well they adhere to the principles as an entirety. The first three principles essentially address the

internal dynamics typical of any co-operative while the last four affect both the internal operations and the external

relationships of co-operatives (Mills et al., 2013).

24.1

1st Principle: Voluntary and Open Membership

Co-operatives are voluntary organisations and are open to all persons able to use their servicesand willing to accept the

responsibilities of membership, without gender, social, racial, political, or religious discrimination.
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2.4.2 2d Principle: Democratic Member Control

Co-operatives are democratic organisations controlled by their members, who actively participate in setting their
policies and making decisions. Men and women serving as elected representatives are accountable to the membership.
In primary co-operatives members have equal voting rights (one member, one vote) and co-operatives at other levels

are organisedin a democratic manner.

2.4.3 3 Principle: Member Economic Participation

The goal of a co-operative is to provide services to its members at affordable prices, or tocreate work for its
members. The needs of members come first. The members of a service co- operative may want to market their
products at a good price, they may want to buy goodsat a bargain, or they may want to be able to get a loan at a

reasonable interest rate.

Any service provided by a co-operative must be provided mainly to its members. For example,a farmers’ marketing co-
operative should market crops or livestock produced by its members,and not by persons outside the co-operative. The
sewing machines that belong to a sewingco-operative should be mainly for the use of its members, not for the people

outside the co- operative.

Members contribute to the “capital” of their co-operative and control the economic affairs of the co-operative in a
democratic way. Capital is the money and equipment the co-operativeuses to carry out its goals. Co-operatives can
get capital from money paid for shares issued tomembers, membership fees, grants, donations, loans and surplus money

left over from previousyears of operation.

Some (and possibly all) of the capital the co-operative uses actually belongs to the members, usually in the form of
shares and bonus shares. Each member invests some money and receivesan equivalent value of shares in return. The
shares show that the member owns some of assets(the money and property) of the co-operative. Any other capital

the co-operative uses belongs to co-operative as a whole.

A shareholder in a company buys shares in the hope of making profit. A member of a co-operative joins the co-

operative and contributes to its capital because the co-operative willprovide a benefit to its members.

If the co-operative has money left over after it has paid all its debts and taxes and providedthe planned benefits to its
members, this is called a surplus. Normally the surplus is used to develop the co-operative. For example, a co-
operative usually plans to have some surpluswhich it can use to expand and develop its business or the services it

offers to its members.
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If however, there is an extra unplanned surplus, it means that (in a worker co-operative) the wages could have been
higher or (in a service co-operative) the price of fees or commissions charged for the service were too high. In this case,

the surplus can be returned to the members,or used to support other activities approved by the members.

Any surplus that is returned to the members must be shared in proportion to the contributioneach member made to the
surplus. A grocery co-operative, for example, might return a portion to the value of the purchases made by each of

them during the year.

2.4.4 4t Principle: Autonomy and Independence
Co-operatives are autonomous, self-help organisations controlled by their members. If they enter into agreements with
other organisations, including governments, or raise capital from external sources, they do so on terms that ensure

democratic control by their members and maintain their co-operative autonomy.

2.4.,5 5 Principle: Education, Training and Information
Co-operatives provide education and training for their members, elected representatives, managers, and
employees so they can contribute effectively to the development of their co- operatives. They inform the general

public—particularly young people and opinion leaders— about the nature and benefits of co-operation.

2.4.6 6th Principle: Co-operation among Co-operatives
Co-operatives serve their members most effectively and strengthen the co-operative business by working together

through local, national, regional, and international structures.

2.4.7 7th Principle: Concern for Community
While focusing on member needs, co-operatives work for the sustainable development of their communities through

policies accepted by their members.

2.5. DIFFERENCE BETWEEN CO-OPERATIVES AND OTHER BUSINESSES

Co-operative organisations differ from other businesses in three key ways:

2.5.1 A Different Purpose
Co-operatives have to meet the common needs of their members, whereas most investor-owned businesses exist to

maximise profit for shareholders.

MSUNDUZI MUNICIPALITY
Revision No.
Date: April 2024

14



2.5.2 A Different Control Structure
Co-operatives use a system of one-member/one-vote, not one-vote-per-share. This helps them to serve common

interests and to ensure that people, not capital, control the organisation.

2.5.3 A Different Allocation of Surplus System
Co-operatives share surplus among their member-owners on the basis of how much they use the organisation, not on

how many shares they hold.

Values, principles, ethics and business competence constitute the co-operative advantagefor members and for the
communities in which they operate. Co-operatives put people first. They are member-owned; they are controlled
under democratic principles; and they are competitive enterprises which are at least as efficient in their business

operations and use of capital as others in the market place.

2.6. FORMS OF CO-OPERATIVES

Three basic forms of co-operatives are prescribed by the Co-operative Act 6 of 2013 which is currently under review.

This includes primary co-operatives, secondary co-operatives, andtertiary co-operatives.

2.6.1 Primary Co-operative
A primary co-operative is a co-operative formed by a minimum of five natural persons whose aim is to provide

employment or services to its members and to facilitate community development.

2.6.2 Secondary Co-operative
A secondary co-operative is a co-operative formed by two or more primary co-operatives mostly operating in the
same sector to provide services to its members, and may include juristicpersons. The main function of a secondary co-

operative is to provide support services to primary co-operatives.

2.6.3 Tertiary Co-operative
A tertiary co-operative is made up of secondary and/or primary co-operatives. The main aimsof tertiary co-operatives
are also to provide support services to members. Tertiary co- operatives are deemed to be the “apex” body

representing different co-operative sectors and primary co-operatives.

2.7. TYPES OF CO-OPERATIVES

There are many different types of co-operatives, including the following:
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2.7.1 Agricultural Co-operatives

An agricultural co-operative produces, processes or markets agricultural products; it might alsosupply agricultural inputs

and services to its members.

2.7.2 Consumer Co-operatives
A consumer co-operative buys goods/services (for example, groceries) and sells them to itsmembers at a special
discount. These co-operatives can also sell to non-members to improve the viability of the enterprise. Only members,

however, will benefit from any surplus that the co-operative makes.

2.7.3 Marketing and Supply Co-operatives
These co-operatives supply production inputs to members and market and/or process theirmembers' products. An
example is a sewing co-operative that provides fabric and sewing machines to its members, and then markets the

items that members sew.

2.7.4 Housing Co-operatives
Housing co-operative can operate as either a primary co-operative or a secondary co- operative.
As a primary co-operative, it would provide housing to its members. As a secondary co- operative, it would provide

technical services to primary housing co-operatives.

2.7.5 Financial Services Co-operatives
These are primary co-operatives that provide financial services (such as banking, insurance orloans) to members. In a

savings and loan co-operative, for instance, members pool theirsavings and make loans to each other.

2.7.6 Social Co-operatives

A social co-operative provides social services to members, such as care for the elderly, childrenand the sick.

2.7.7 Burial Society Co-operatives

These societies provide funeral benefits to members and their dependants, such as funeralinsurance

2.7.8 Service Co-operatives
These are co-operatives that solely or primarily render services (such as housing, financing, insurance, artificial

breeding, electricity, or telephone) as distinguished from handling commodities.

2.7.9 Workers’ Co-operatives
A worker co-operative provides employment to its members by running enterprises in which workers are both

employees and decision-makers.
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CO-OPERATIVES’ CONSTRAINTS

00 The first and most crucial challenge for co-operatives is to engage in a patient and painstaking process of
movement building from below. This means that all co-operators, as well as government, need to appreciate
that co-operatives by definition have an ethical basis grounded in the idea of self and collective
empowerment. It is an empowerment tradition of learning from experience and practice that would also have
tobe passed on to generations (Birchall, 2003).

0 All'seven principles that define the identity of co-operatives, encapsulate the essence of this ethical practice
and this has to be expressed concretely in day-to-day co-operativeactivities and struggles. For example, the
principle of ‘democratic member control’ means leadership. Women and men have to be accountable to
members of a co-operative fortheir decisions. This means if accountability can be entrenched at a grass
roots level it makes it easier to ensure that leadership of the co-operative business at higher levels is also
accountable.

0 Second, rebuilding the co-operatives also means ensuring financial sustainability comes from within co-
operatives. If co-operative members are not able to pay their membership fees in a primary co-operative then
this does not serve as a solid foundation on which tobuild the co-operatives. The co-operative movement
has to be anchored in its own capacity to finance its existence. This would to a large extent ensure its
independence.

[0 Co-operatives have the all the inherent weaknesses of democratic organisations. The manager must
always remember that he is responsible to a membership group, and this may put a brake on the initiative and
flexibility he can use in operating the co-operative. He may be at a real disadvantage in competition with a
commercial business whose manager is concerned primarily with making a profit and who has a relatively
free hand orcan consult the owner quickly and frequently.

0 Management is tough, democratic management is tougher. Management of an enterprise involves a
complex range of skills. As soon as an enterprise involves the collective management of resources, the
complexity of management escalates exponentially, along with the need for transparency. There are groups
of workers who are able to masterthese complexities, and succeed as a collective group enterprise. But many
unemployed people facing the challenge of self-employment have little or no prior work experience,let alone
business management experience. Financial literacy levels and even basic numeracy skills are often low.

0 To optimise productivity, in order to compete with other producers on price, collective production also
generally requires some degree of division of labour, and some differentiation of skills — and hence of
wages. But many co-operatives start with an assumption that equal pay for equal work means equal pay.
Those co-operative memberswho have more skills, who work more efficiently or whose work is of a higher
quality may start to feel that it is unfair that they are paid the same as people who don'’t. If those whoare seen

to contribute less are paid the same, it causes tension. In addition, the co- operative depends strongly on
members with skills, yet the value of such skills is rarelyreflected in differentiated pay rates.
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0 Sometimes co-operative businesses show an unwillingness to pay the kind of salary neededto attract and hold
competent managers and other employees. Consequently, managersand good workers are often drawn to
higher-paid jobs in commercial businesses.

00 Another weakness of co-operation is that the majority of members may lose interest in running the
organisation and may then let a small group take it over and manage it fortheir own benefit.

0 It is obvious that for a co-operative to survive, the business must be viable. But achievingbusiness viability is a
complex chall