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1 Summary 

1.1 Like all businesses, co-ops are being hit hard by COVID-19: 

 one in two co-ops (48 per cent) report experiencing cash flow issues 

 almost 40 percent are having to furlough workers in order to survive 

 looking to the medium-long term 70 percent of co-ops express concerns about the 

health of their business 

1.2 These negative impacts are not confined to retail, hospitality and leisure. Co-ops further up 

supply chains, including wholesalers, business service providers and 

makers/manufacturers are experiencing a dramatic fall in demand. Many co-ops might be 

able to survive in the short term by using up their reserves but they can only do this once, 

for a finite period.  

1.3 Co-ops are part of the mutual response to the pandemic, provide decent livelihoods and 

essential services in response to market failures and pioneer a more sustainable and 

inclusive way of doing business. So it should concern government that thousands of co-ops 

may be at risk because its COVID-19 measures offer too little help for them.  

1.4 We are extremely concerned for the 17 per cent of co-ops that list ineligibility for any 

government grant as a major challenge to their survival. We are also concerned for 

more than half of UK’s 7,215 co-ops, which may be surviving now but will need better-

tailored support in the months to come. We particularly share the concerns of the wider 

social enterprise and business communities that the Coronavirus Business 

Interruption Loan Scheme (CBILS) is not meeting needs.  

1.5 Government has done great things in recent weeks. But in its efforts to protect businesses 

and workers it has left a number of dangerous gaps, affecting: non-ratepayers; small 

businesses that cannot afford expensive new borrowing; too many business that trade for a 

social and/or mutual purpose.  

1.6 If government wants to ‘level-up’ the UK and reduce environmental harms in the years 

ahead – or in the words or the United Nations to ‘build back better’ 1- its needs to do more 

to limit the loss co-ops, mutuals and social enterprises during this pandemic. 

1.7 Alongside the wider social enterprise and business communities, we urge government to: 

Survival 

 extend eligibility for the Small Business Grant Fund to all micro enterprises (annual 

turnover up to £632,000) that have a clear social purpose and reinvest the majority of 

their profits in that purpose 2 

 ensure the Coronavirus Business Interruption Loan Scheme (CBILS) and Bounce 

Back Loans scheme provide fast, simple and low cost loans to small businesses 3 
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 provide additional capital to social impact financiers, so that these can provide fast, 

patient, low and zero interest loans to co-operatives, mutuals and other social 

enterprises 4 

 ensure community benefit societies will be eligible for the £370 million of grants being 

made available for charities and social enterprises via the National Lottery 

Community Fund  

 include co-operative and community benefit societies in the fast-tracked and 

emergency insolvency reforms being legislated for companies 5 

Build back better  

 increase paid-for and subsidised specialist advice for co-ops and other social 

enterprises, to help them adapt business models, develop new products and 

increase productivity/efficacy 6 

 support the #1MillionOwners agenda, which aims for a fivefold expansion in 

employee and worker ownership by 2030, by allocating funding for business support 

that helps the creation of new worker co-ops and the conversion of existing 

businesses to employee ownership, as part of planned succession and post-

pandemic renewal 7  

 deploy the £100 million Community Ownership Fund in a way that utilises                  

co-operative approaches to community ownership, as part of a wider agenda for 

community development and empowerment  

 refocus the UK Shared Prosperity Fund on inclusive and sustainable growth and 

earmark 25 per cent for community-led economic development, prioritising the 

participation of people in more deprived places  

 

2 What is at stake? 

2.1 The more co-operatives are lost in the pandemic, the greater the destruction of shared 

economic and social value. Communities could lose co-ops that are currently critical to the 

mutual response to COVID-19, as well as many they rely on to provide decent livelihoods 

and essential services in response to market failures. But we could also lose thousands 

more co-ops that demonstrate how free enterprise can be more sustainable, democratic 

and distributive. If we want to ‘level up’ the UK and reduce environmental harms in the 

years ahead, we need more co-ops, mutuals and social enterprises, not less.    

Co-ops are part of the mutual response to COVID-19 

2.2 We need to limit the loss of the estimated 1,400 co-ops involved in the community response 

to the pandemic, including community businesses, social clubs, credit unions and consumer 

co-ops.8 Many are directly involved in Shielding and related efforts. We are especially 

concerned that 20 per cent of surveyed co-ops report having to respond to increased 

community need while coping with financial and operational stresses. 

Co-ops are providing essential services and addressing market failures  

2.3 We also need to limit the loss of the estimated 3,500 co-ops that are instrumental in 

providing decent livelihoods and essential services in communities, in response to market 
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failures. This includes local consumer co-ops, credit unions and community businesses in 

rural areas and deprived neighbourhoods.9  If these co-ops as lost, damaging localised 

market failures will remerge in critical areas like food retail and amenities, consumer 

credit and wellbeing services.  

Co-ops are the pioneers of a more sustainable and inclusive economy  

2.4 The prospects of a deep recession, curtailments on some economic activity for a year or 

more, and further periods of ‘lockdown’, all heighten the risk for the UK’s 7,215 co-ops and 

the more than 233,733 livelihoods they provide.10 Looking to the medium-long term horizon, 

70 percent of responding co-ops express concerns about the health of their business. Once 

they have used up their reserves, they will be vulnerable to failure. 

2.5 Underneath these crude numbers something very important is at stake: our prospects for a 

more sustainable, democratic and distributive market economy.  

2.6 Co-ops are especially effective at reducing inequalities in power, wealth, wellbeing and 

opportunity through business. They democratise economic ownership and control, 11 12 

have lower pay ratios,13 14 more diverse boards,15 and prove that workers, customers and 

communities can share power in businesses effectively.16 17 Co-ops also pay their fair share 

of taxes.18 

2.7 In more normal circumstances co-ops are also more resilient than businesses generally.19 
20 What is more, the evidence suggests that mutual purpose, participative decision-making 

and democratic governance boost performance in worker co-ops. 21 22 The same things 

help consumer, service user and community co-ops to meet needs more effectively.23 24 

Over the past decade, co-ops have also emerged as a particularly effective tool for 

communities to mobilise economic and social capital simultaneously, creating community 

businesses with strong commercial rigor and self-sustainability.25 26 27 

2.8 Given our environmental, economic and social challenges, we cannot afford to lose this 

generative capacity, out of which a more sustainable and inclusive economy can develop. 

 

3 The needs of too many co-ops are not being met  

3.1 According to our most recent survey data: 

 62 per cent of co-ops say a cash grant would help them survive in the short / medium 

term 

 17 per cent of co-ops say patient, low interest debt finance could help them survive in 

the short / medium term and recover thereafter  

Grants 

3.2 Given the critical importance of grants right now, we are extremely concerned that 17 per 

cent of co-ops list ineligibility for any government grant as a major challenge to their 

survival. Overall we estimate that between 20 and 40 percent of all co-ops are 

ineligible for either the Small Business Grant Fund or the Retail Hospitality and 

Leisure Grant Fund. Many co-ops that do not list ineligibility as a critical issue now, may 

come to do so in the near future.  
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3.3 Most of these co-ops will not be rate payers. Some will operate out of rented or shared 

workspace while others will be made up of home-based workers. There is an immediate 

issue with non-rate paying co-ops in the leisure, food and educational industries. Due to 

social distancing rules, these co-ops have lost most or all of their business and income for 

at least Spring/Summer 2020, yet will not receive a cash grant.  

3.4 In time, if falls in demand cascade through supply chains, we may also see this issue 

affecting the hundreds of non-rate paying co-ops in the digital-creative and business service 

industries. Here, more than 600 co-ops with a combined annual turnover of £112 million 

could be at risk.28  

3.5 Others are ineligible for the Small Business Grant Scheme because they get Charitable 

Rate Relief rather than Small Business Rates Relief or Rural Rate Relief. This includes 

community businesses which, while having charitable status, also still rely heavily of 

commercial business models to be sustainable. The commercial operations of these 

community businesses are being hit hard, yet they have not so far been eligible for any 

cash grants.  

3.6 We have two priority policy asks here: 

 extend eligibility for the Small Business Grant Fund to all micro enterprises (annual 

turnover up to £632,000) that have a clear social purpose and reinvest the majority of 

their profits in that purpose 

 ensure community benefit societies will be eligible for the £370 million of grants being 

made available for charities and social enterprises via the National Lottery 

Community Fund  

Loans 

3.7 It is essential that those co-ops in a position to borrow can access to patient, low interest 

debt finance, now and in the recovery. Not only is this finance needed to help these 

business bridge financing gaps in the short to medium term, but it is also needed for them 

to adapt and rebound more productively. With access to patient, low interest debt finance, 

these co-ops can play a full role in restarting our economy on a more sustainable, inclusive 

and resilient trajectory.  

3.8 So far, 20 percent of co-ops say they either are, or are planning to, apply for a loan under 

CBILS. We share the concerns of the wider business community that CBILS has been 

under-performing. Given that co-ops as a group already contend with additional 

challenges in accessing commercial finance, compared to business generally, we are 

very concerned that CBILS may under-serve the co-operative sector.  

3.9 This would be because of the cost of finance being too high and lenders not understanding 

co-ops. Many co-ops operate social business models which cannot support expensive new 

borrowing and which non-specialised commercial lenders do not understand. To an extent, 

our concerns extend to the new Resilience and Recovery Loan Fund, which may still be too 

expensive and might exclude some of our most successful and social value-adding co-ops.  

3.10 We very much welcome the Chancellor’s announcement of the ‘bounce back’ loans 

scheme, with 100 percent guarantees for loans up to £50,000 (27 April 2020).29 We hope 

that this will provide the greater speed, reduced complexity and low cost of borrowing many 

co-ops need.  
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3.11 We have two interlinked priority policy asks here:  

 ensure CBILS and the Bound Back Loans scheme provide fast, simple and low cost 

loans to small businesses – we will be monitoring the impact of the new ‘Bounce 

Back’ loans scheme for co-ops 

 provide additional capital to social impact financiers, so that these can provide fast, 

patient, low and zero interest loans to co-ops, mutuals and other social enterprises  

 

About Co-operatives UK 

Co-operatives UK is the national association of co-operative businesses. We have over 800 co-

operatives in direct membership, including leading consumer co-operatives, worker owned 

businesses, community businesses and farmers’ co-operatives.  

 

Contact 

James Wright, Policy Officer 

e: james.wright@uk.coop  

t: 0161 214 1775 
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