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INTRODUCTION

On February 24, 2014, the Committee on Community Development, chaired by Council Member Maria del Carmen Arroyo, will hold an oversight hearing to consider whether worker cooperatives can be used as an employment model to lift struggling families out of poverty.  Those invited to testify include representatives of the New York City Economic Development Corporation, the New York City Center for Economic Opportunity, local community development advocates and interested members of the public.

BACKGROUND


A worker cooperative is a business that is owned, managed and staffed by its workers.
  Organized around the principle of ‘one worker, one vote,’ these enterprises reject the traditional division between employee and manager.  Managerial and administrative responsibilities are shared collectively at some; at others, managers are democratically elected.  While there are a number of different ways in which a worker cooperative can be organized, the unifying idea among all of them is that workers can be more productive if they have an active role in the business they represent.
  Evidence also suggests that the cooperative model can offer significant financial benefits to its workers.  
Creative approaches to securing greater financial gains for working New Yorkers are in high demand.  Many communities in the city have struggled to fully rebound from the nationwide Recession of 2008.  More than 20% of New Yorkers are estimated to live in poverty, a number that has steadily risen in the past few years.  The City’s unemployment rate currently sits at about 8%.
  Combined together, there are hundreds of thousands of New Yorkers who work but still live in poverty.
Low-wage jobs – defined as positions that pay less than $12.89 per hour, or about $26,800 per year – can stand in the way of a city’s economic recovery.
  While the City’s economy has added jobs in recent years, many of those jobs do not pay enough to lift families out of poverty – or to keep them from falling in.  The Center for an Urban Future (CUF) reported that the proportion of low-wage jobs in our city increased from 31% to 35% from 2007 to 2012.
  CUF also found that 47% of all workers in the Bronx were employed in a low-wage job.

WORKER COOPERATIVES: A NEW APPROACH?

Worker cooperatives are not a new idea; they have existed in America since at least the Industrial Revolution.
 While they were originally formed as a response to some workers’ frustration with the vagaries of unregulated capitalism, in modern times they have begun to enter the mainstream of the American workforce.  One example of the potential of this model is Si Se Puede!, a worker cooperative founded in Sunset Park, Brooklyn in 2006.  Within four years of opening, this cleaning service tripled the wages of its worker-owners.
  Si Se Puede!’s organization spread administrative responsibilities among its 37 worker-owners, allowing it to avoid paying administrative salaries and enabling it to distribute savings to the worker-owners as part of their earnings.  By 2011, five years after its founding, the cooperative had grossed $1.6 million.


While members are naturally compensated differently for their various responsibilities, the Federation of Protestant Welfare Agencies (FPWA) notes that worker cooperatives “have an inherent tendency to equalize pay between worker-owners.”
  The pay ratio between the highest and the lowest-paid worker-owners is usually about 3:1 to 5:1 before taxes.  Worker cooperatives are also often small, and appear to develop ties to the neighborhoods in which they operate.  Localized businesses tend to have a vested interest in the vibrancy and success of their neighborhoods.  Worker cooperatives therefore fit the profile of potentially strong advocates for some of a community’s development goals.

Another interesting benefit worker cooperatives can offer is the opportunity to build long-term wealth for its members.  Company profits can be allocated in any number of ways that the worker-owners prefer; they can have retirement funds, reserves for future expansion, or periodic bonuses.
  The democratic process by which leadership decisions are made provides worker-owners crucial agency over how they wish to spend and save their earnings.

Economic and social benefits only tell part of the story.  It has been noted that worker cooperatives can be personally rewarding enterprises for worker-owners.  A valuable resource in most organizations is the insight of the individuals who actually do the work.  Stephen H. Unger of Columbia University notes that worker cooperatives take advantage of this resource to an extent that conventional companies do not: “co-op members are systematically kept informed about company plans and problems, and are encouraged to suggest ways to improve products and processes.  A consequence…is that worker cooperatives tend to operate more efficiently, and…. Workers are generally more satisfied with their jobs.”
  
WORKER COOPERATIVES IN THE UNITED STATES AND ABROAD

The number of worker cooperatives in New York City is growing, but it is still small.  There are currently only 23 worker cooperatives in the City, which are organized under the New York City Network of Worker Cooperatives (NYC NoWC).
  NYC NoWC serves the entire city, but focuses primarily on the development of worker cooperatives in low-income communities.  The Federation of Protestant Welfare Agencies analyzed the worker cooperatives organized under NYC NoWC and found an impressive diversity.  According to its report, “The New York City area’s 23 worker cooperatives are composed of these businesses: one bookstore, one child care, three cleaning, four cooperative developers, one dog walking, two education/sports, two home care/elder care, one interpretation/translation, two printing, five restaurant/pizza/catering, one technology/computers/website, and three yoga/massage/healing businesses.”
  Every borough except Staten Island already boasts at least one worker cooperative.


The City Council has already proven to be an active supporter of worker cooperatives.  In January 2011, the Council supported the New York City Worker Cooperative Development Initiative, under which two community-based organizations were selected to receive training and capacity-building for the development of worker-owned businesses in their areas.
  The Initiative provided technical assistance, training, consultation, and legal services for one year through the Center for Family Life, a Program of SCO Family of Services, and the Urban Justice Center’s Community Development Project.

Evidence of the sustainability of worker cooperatives on a large scale can be found in other cities and municipalities.  Oakland, Berkeley and San Francisco, California house about one fifth of the nation’s worker cooperatives.  They are organized under the Network of Bay Area Worker Cooperatives (NoBAWC), a group that provides technical assistance, governmental advocacy, networking support and financial advice to fledgling cooperatives. As of early 2012, NoBAWC represented over 1000 workers in those three Bay Area cities. 


The model has also achieved more mainstream success in Europe and Canada.  The Emilia-Romagna region in Italy houses over 8,000 cooperatives, which have helped bolster the long-term recovery of the area from World War II.  The largest worker cooperative in the world is located in Spain.  The cooperative, Mondragon, is the seventh largest business of any kind in the entire country, with 85 percent of its 83,000 employees as owning members of the cooperative.
   Finally, the Canadian province of Quebec offers an extraordinary support system for its worker cooperatives.  Quebec’s provincial government is an active participant in the growth of worker cooperatives in the area, providing financial support and tax exemptions.
  The Quebec Board of Cooperation and Mutuality, a provincial organization, provides more support and governmental advocacy, while Local Development Centers offer specialized technical and marketing assistance to each cooperative.  This provincial cooperation allows Quebec to host more than a third of Canada’s 10,000 worker cooperatives.

CONCLUSION


By holding today’s hearing, the Committee on Community Development hopes to examine whether the worker cooperative model can serve as a model that can lift families out of poverty, increase employment in struggling communities, and possibly be expanded.
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