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Executive summary
Impacts

Rapid co-operative development will boost inclusive grassroots growth, enhance
community resilience and social cohesion and address failures in critical markets.

Growth goals
Government and the sector should aim to:

e Double the number of co-operatives in a decade

e Achieve at least £20bn GVA by 2035

e Ensure geographically and socially inclusive co-operative development
Where growth and impact will come from

Government and the sector should primarily focus on five areas with significant
opportunities for growth and impact:

1. Food system (farmer co-operatives, innovators and reformers)

2. Everyday economy (consumer co-operatives, enterprise co-operatives, worker and
multi-stakeholder co-operatives in ‘everyday sectors’)

3. Public service innovation (adult social care, children’s services, primary care, early
years, education)

4. Community co-operation (land and property, high streets, retail, rural amenities,
social infrastructure, cultural assets, social and sports clubs)

5. Infrastructure (housing, renewable energy, green infrastructure, digital infrastructure,
retrofit)

We must strengthen three critical development pathways, primarily built around the five
opportunity areas:

e High potential start-up
e Scale-up
e Transition
Policy recommendations for cross-cutting enablers

We recommend that government uses investment, partnership, policy and legislation to
optimise the following strategic enablers of co-operative growth and impact:

e Access to finance (building specialist institutions, British Business Bank, legal reform)

e Co-operative development (funding, national coordination, local delivery, specialist
programmes for scale-up, transition and secondary co-operatives)

e Tax treatment (Common Capital Tax Relief, Impact Investment Tax Relief, extending
mutualisation tax reliefs, Business Rates reform)

e Law and corporate framework (modernising society law, addressing non-legislative
issues, rights to mutualise for communities and workers)



Part 1: Strategic opportunities
1. Introduction

Rapid co-operative development will boost inclusive growth ‘from the grassroots’,
enhance social cohesion and address failures in critical markets and public services.

In January 2025 we published our strategy for a enabling a partnership between the sector
and government, to deliver its historic manifesto commitment to double the size of the co-
operative and mutual economy." 2 In April 2025 Business Minister Thomas requested that
the Mutual and Co-operative Sector Business Council (MCSBC) curate policy-focused
growth plans for all parts of the mutual economy.

Part 1 sets out the strategic opportunities for co-operative growth and impact. Part 2 makes
policy recommendations for how to optimise the following cross-cutting enablers: access to
finance, co-operative business development, tax and law and corporate framework.

Our recommendations are shaped by our work with co-operatives large and small in every
sector, member consultation, our own research, and by independent analysis by academics
and organisations such as the OECD.

2. Why grow the co-operative economy?

Pursuing the co-operative growth outlined in this plan will have the following beneficial
impacts that contribute to government’s Plan for Change, Missions and other priorities:

e Inclusive growth from the grassroots — Co-operatives make a disproportionally large
contribution to UK GDP, ®* while simultaneously delivering the following co-benefits:
fairer distribution of value, 4 increased firm resilience,® improved productivity ©
enhanced wellbeing 7 and community wealth building.®2 They can also be a tool for
strengthening local economies, ensuring growth and its proceeds benefit
communities in every part of the UK.

e Community resilience and social cohesion - Co-operatives empower individuals and
organisations to achieve things together that they cannot do on their own.
Communities increasingly use co-operatives to save and revitalise physical assets
and essential services that they need to thrive, including social infrastructure, rural
amenities, high streets, sports and leisure facilities and cultural assets.® Thousands of
long-established social and sports clubs, critical to community life and wellbeing, are
co-operatives. Studies find that co-operatives in communities add resilience and
encourage cohesion by building social capital, delivering responsive and accountable
services and providing essentials such as housing.” " 2 New and influential research
by UCL Policy Lab has evidenced the centrality of social capital, social infrastructure
and empowerment to community cohesion in the UK."® 1

e Addressing market and public service failures: There are opportunities to proliferate
and scale proven co-operative solutions that address failures in areas such as rural
development,™ net zero,'® social care,” primary care,' early years,' education,?° food
system ?' and housing.?



Co-operatives within the diverse business landscape

Co-operatives often have a distinctive utility, wherever collective action and democratic
governance make fulfilling purpose and generating impact more likely (e.g. when local
people want to buy derelict property on their high street, or when a group of workers want
to acquire the firm that employs them). It is vital policymakers and economic development
practitioners think about co-operatives this way, especially when considering whether
exploration of co-operative approaches might be beneficial.?® But co-operatives are also
part of a diverse landscape of often overlapping organisational types, including other
mutuals, social enterprise and community businesses. The policy and practice in this plan
should be a distinctive part of a wider agenda for social economy and diverse business
growth in the UK.

Rationale for policy action

The untapped potential for co-operative growth and impact in the UK is huge. In recent
years we have seen net growth in the number of co-operatives in community ownership,
housing and creative and digital industries, combined with business expansion in credit
unions and retail and farmer co-operatives. But by international comparisons the UK co-
operative economy is small 2* and growing slowly.?

There is a correlation between countries with larger co-operative sectors, and the presence
of enabling conditions that government policy has played a role in creating. This includes
enabling laws, regulations and tax,?® strong co-operative development ecosystems 2’ 2¢ and
access to finance.?® * The OECD recommends that member states take action to enable
co-operatives across these domains.*' While UK governments have historically sought to
optimise conditions for private benefit enterprise, they have largely neglected to do so for
co-operatives. The growth scenarios set out in this plan are partly dependent on effective
policy action across these domains.

In the UK, and England in particular, the conditions for a thriving and impactful co-operative
economy are only partly in place. The most significant barriers to more rapid co-operative
growth are:

e Awareness: low awareness and practical understanding of co-operatives, in
communities and among potential entrepreneurs, workers, businesses and
policymakers, and those who advise them

e Culture: cultural barriers to co-operation in parts of our economy, civil society, public
administration, institutions and education system

e Development ecosystems: mainstream business support and established pathways
act as a barrier to exploration, adoption and growth. Meanwhile, the co-operative
development ecosystem is under-resourced, overly-fragmented and suffers from
limited supply of deep experience and expertise. Strong development pathways are
too often lacking



e Access to finance: co-operatives have distinctive approaches to raising finance that
the legal, institutional and market conditions in the UK do not sufficiently enable

Given the potential benefits of co-operatives, the above amount to dysfunctions and
market failures in information, culture, allocation of resources and capital.

3. Growth goals

In order to realise the impacts set out in part 1 we recommend government and the sector
sets the following goals for co-operative growth:

« Double the number of co-operatives in the UK by 2035 - from ¢7,300 to c14,600
with a focus on quality as well as quantity, by significantly increasing the number of
new co-operatives with high potential to succeed and deliver the intended impacts,
while acting to reduce the loss of potentially viable and impactful co-operatives

« Increase annual co-operative GVA to at least £20bn by 2035 - From a baseline of
£13bn GVA in 2024, with annual GVA growth rising to at least 7% by the end of the
Parliament. Focusing efforts on enabling co-operatives to thrive, scale, diversify and
reach their potential, as well as mutualising existing assets and organisations.

« Ensure geographically and socially inclusive growth — With co-operative
development spread consistently across the nations, regions, and communities of the
UK, and with deliberate effort to empower and benefit disadvantaged and
marginalised groups.

7ime horizons

The conditions for a rapidly growing co-operative sector are only partially in place in the UK.
It will take time for new policy, more enabling legislation and practical support to have a
significant impact on the net number of co-operatives and GVA.

Existing momentum can be catalysed to quickly increase formations in some areas (e.g. in
community ownership). But it will likely take until the end of the Parliament to see policy
feed through into a significant step change in the net increase in co-operatives year on
year.

And while there are immediate opportunities for some existing co-operatives to expand
(e.g. in agriculture, energy, housing, finance and consumer), the UK lacks the pathways and
conditions to enable co-operative scaling. Once these are in place, it will still be 5-10 years
before this feeds through into more co-operatives developing to their full potential, and any
marked increase in their share of UK GDP.

Crucially, we must enable a proliferation in new high-potential formations in the short-to-
medium term, that are then enabled to become the generators of higher co-operative GVA
(and other impact) in the long-term.

4. Where will co-operative growth come from?
Impactful co-operative growth will come through a combination of:

e Five growth opportunity areas: Focusing on specific opportunities (defined by some
combination of stakeholders needs, juncture and sector)

e Three development pathways: Establishing strong development pathways that
enable strong co-operatives to form and then thrive and reach their full potential 32
via: high-potential start-up, scale-up, transitions.



Growth opportunity areas

Co-operative growth opportunities are best seen as some combination of stakeholder
groupings (e.g. employees), common need/aspiration ( e.g. good work), juncture (e.g. owner
exit) and sector (e.g. digital-creative). Sometimes the co-operative opportunity can be
partly expressed as a function in response to meeting a common need (e.g. marketing,
buying, service provision). These often arise from dysfunctions in markets or systems that
mean groups are unlikely to secure the same value acting alone.

We recommend focusing where there are opportunities to significantly increase the number
of high-impact co-operatives, or to build on existing scale and impact, or both. This includes
building on existing momentum in formation rates (e.g. community co-operatives), or
existing scale and impact (e.g. consumer retail co-operatives), or acting on evidence that
co-operative scale and impact seen in other countries could be replicated in the UK (e.g.
social care). We recommend a national focus on:

1. Food system: Enabling existing farmer co-operatives to invest, expand and diversify,
sometimes involving acquisition, and enabling new farmer co-operatives to form and
scale. Also supporting formation and scale-up of other co-operatives used by
innovators and reformers in food system across land, production, supply chains and
consumer markets. Impacts: Inclusive and resilient growth; addressing failures in UK
food system, with increased resilience and sustainability in UK food production and
supply chains. Growth goals: Significant increase in co-operative GVA; modest
increase in number of co-operatives.

2. Everyday economy: Expansion and diversification in consumer co-operatives,
increasing market share in convenience retail, while growing through acquisition and
diversifying to meet other community needs, such as co-location of in-person
services, childcare, pharmacy and housing, often sustaining provision in places,
revitalising high streets, and building community wealth. Also the formation and
scale-up of B2B and B2C enterprise co-operatives *3 in everyday sectors. Especially
small business co-operatives that can boost resilience and secure better deals on
inputs and improved access to customers and markets. Also the formation, transition
and scale-up of worker and multi-stakeholder co-operatives in everyday sectors,
boosting productivity, progression, pay and conditions, in sectors where these gains
are hard to achieve. Sometimes harnessing platform co-operativism. Impacts:
Inclusive and resilient growth; addressing market failures. Growth goals: Significant
increase in co-operative GVA and 1,000+ new co-operatives over a decade.

3. Public service innovation: Proliferation and scale-up of co-operatives in social care,
children’s services, primary care, early years and education. Including via transition
of existing organisations or capacity, start-up, and the formation of co-operative
consortia comprised of VCSE providers. Offering viable alternatives to extractive,
exploitative and ineffective private delivery, rebuilding workforces, empowering users,
preventing collapse in capacity. Also creating more accountable and socially-
purposed institutions, including new mutual models for public ownership of
utilities, services and infrastructure. Impacts: Addressing market/system failures;
community resilience and social cohesion. Growth goals: 1,000+ new co-operatives
and notable contribution to co-operative GVA by 2035.



4. Community co-operation: Proliferation and ongoing development of co-operatives in
land and non-domestic property, retail, rural amenities, hospitality, culture, sport and
leisure. Revitalising traditional social and sports clubs. Including diversification and
multi-stakeholder co-operation involving workers, civil society organisations and
small businesses. Powered by at least £200m of Community Shares investment in the
next decade. Sustaining the services, amenities and activities communities need to
thrive, while increasing community resilience, social cohesion and inclusive economic
development. Sometimes using digital co-operative platforms. Growth goals: c1,500
new co-operatives, with a cohort of existing co-operatives growing, diversifying and
contributing to increased GVA by 2035.

5. Infrastructure: Proliferation and, in some cases scale-up, of co-operatives that bring
together communities, businesses, civil society and public bodies to develop, share
and upgrade critical infrastructure, including: housing, renewable energy and
heating, EV charging, fibre, 5G and data centres. Including retrofit of homes and
non-domestic buildings. An additional 75,000 co-operative dwellings ** from the
expansion of existing co-operatives and the development of new ones, providing
affordable and empowering housing options that respond to needs, where the market
has failed. Giving millions of people a stake and a say in net zero, unlocking
investment, deployment and societal change that is unlikely to occur through market
or state action. Reducing the friction and cost in ‘B2B’ collaboration, enabling efficient
co-investment and co-management, while avoiding unsustainable over-build.
Encouraging and aggregating demand for retrofit and matching it with trusted,
coordinated supply, enabling the decarbonisation of millions of properties and
thousands of neighbourhoods and rural communities. Impacts: Addressing market
and societal failures; inclusive and resilient growth; community resilience and social
cohesion. Growth goals: 3,000+ new co-operatives and significant increase in co-
operative GVA by 2035.

Note there are also significant opportunities to increase co-operative scale and
impact in financial services, primarily via credit unions. However, as ABCUL is
developing a separate growth plan for credit unions, it is not covered by this paper.

Development pathways

Impactful co-operative growth will also come by establishing strong development pathways,
mainly built around the growth opportunity areas outlined above, enabling high-potential
co-operatives to form and then reach their full potential. 3 Pathways are needed for:

e High-potential start-up: focused on the growth opportunity areas set out above,
with targeted ‘pre-technical’ development (outreach and supported exploration of
models), specialist business support tailored to the area, replicable models, peer
support, and access to a mix of patient and risk capital that acts as a springboard for
onward development

e Scale-up: Creating an enabling environment for ambitious and high-potential co-
operatives to scale, through growth as an individual entity, diversification, acquisition,
and through models of self-replication, franchising and federation. *¢ Requiring
enabling law, access to growth finance, specialist training and business advice and
peer exchange.



e Transitions: Significantly increasing the transition of existing businesses, assets and
services to a co-operative model, simultaneously increasing the size and number of
co-operatives, while enhancing productivity, resilience and social impact in the
economy. Including: planned ownership succession,*” employee-initiated buyouts,
3% employee-led restarts, *° co-operative conglomerates “°, mutualisation of social
sector organisations ' and mutualisation of mission-led businesses.*?

Part 2: Cross-cutting enablers
5. Access to finance

Community ownership of assets, renewable energy generation, agriculture, housing and
public service innovation all require a greater supply of patient, mission-aligned capital.
Transitioning businesses to co-operative ownership also requires distinctive kinds of
finance, quickly, and sometimes in significant amounts. Many established co-operatives
require new capital for diversification, acquisition and growth. All new and existing
co-operatives need to make significant investments in people, digital and decarbonisation.

But currently, co-operatives have distinctive approaches to raising finance that the legal,
institutional and market conditions in the UK do not sufficiently enable.*® In most growth
opportunity areas, good finance options for start-up and onward development are either
partly in place, or absent. In recent years, government enterprise finance interventions have
only partially catered to co-operatives.**

The UK should emulate the practices and approaches found in the largest and most
impactful co-operative economies around the world. Firstly, a greater role for specialist
financing institutions that cater to the distinctive purpose, ownership and governance of
co-operatives, providing patient debt, equity and quasi-equity for start-up, scale-up and
transition.* Secondly, more effective pooling and reinvestment of capital between
co-operatives. And thirdly, raising equity, quasi-equity and debt in larger amounts from
external investors, in addition to members, including from specialist sector institutions,
pension funds, impact investors and non-member retail investors.

We should also build on recent successes in the UK, including Community Shares,
Community Shares Booster, ¢ the work of Co-operative and Community Finance,*” blended
finance, “¢ guarantees “° and grants.®°

In all cases co-operatives and mutuals offer a way to deliver tangible change by mobilising
and combining social capital and private wealth. They can be conduits for more private
wealth to be invested for shared economic, social and environmental benefit. In unlocking
financing options, we should aim to harness the resources in every community and in
existing co-operatives, while crowding-in private investment.

As such, government’s emerging Impact Economy agenda has the potential to improve
access to finance for co-operatives. For example, a proposed investment ‘staircase’ model,
developed by the Social Impact Investment Advisory Group, maps out a more enabling
financing ecosystem.>” With the right design and deployment, the Better Futures Fund and



other possible ‘outcomes financing’ vehicles, could also crowd finance into high-impact co-

operatives.

It is notable that in countries with large or rapidly growing co-operative economies,
including South Korea,*? France *3 Spain >* and Italy, *> national and regional governments
ensure that some of their enterprise finance interventions cater specifically to co-
operatives, generally partnering with specialist institutions.

We recommend:

Specialist financing institutions: Support the sector to capitalise and develop
specialist financing institutions that can augment the investment capacity of
communities and members, pool and recycle capital among co-operatives and crowd-
in other patient private capital. This includes supporting the development of existing
providers like Co-operative and Community Finance, while potentially creating new
entities. Including:

O

providing up to £20m in seed capital to scale-up a community investment
institution being developed by Co-operatives UK, Locality and Plunkett UK, to
build on the success of our Community Shares Booster pilot (delivered in
recent years in partnership with Co-operative and Community Finance and
Community Shares ICOF). This could potentially combine with the £4m Booster
portfolio the sector has already built up.*® Based on past performance of
Booster, £20m of public funds would crowd in at least £80m in private
investment from communities and other sources.®”

deploying new venture, growth and transition capital into co-operatives and
mutuals, including supporting existing institutions to expand (such as
Co-operative and Community Finance), while exploring the potential for
seeding new financing institutions where needed

ensuring the design and deployment of impact investment vehicles cater to
co-operatives and mutuals, guided by the Social Impact Investment Advisory

Group ‘staircase’, especially where there is clear potential for co-operatives to
deliver the targeted outcomes (for example, better social care, food security,

community resilience and social cohesion)

exploring the potential of establishing and seeding other specialist financing
intermediaries in areas like co-operative housing

enabling innovations such as Co-operative Exchange, that facilitate markets
in co-operative and mutual instruments for institutional and individual
investors®®

British Business Bank: A proportionate amount of British Business Bank (BBB) funds
should be deployed in a way that caters to co-operatives and mutuals, with a small
amount of public funds crowding in many times more from private sources (e.g.
institutions, impact investors, intermediaries, communities, members, other mutuals).
Given that co-operative GVA is 0.6% of total UK GVA,*° this would equate to £153.6m
of total BBB funds used to boost investment in these businesses.



Given the performance of Community Shares Booster, we believe this could crowd in
c£612m of non-public funds. We recognize that achieving a proportionate allocation
on these terms would be a medium-long term project. Given the low baseline, even a
relatively modest allocation in this Parliament could be catalytic. Building on recent
relative successes such as the Growth Guarantee Scheme, which has supported co-
operative access to finance, there is a strong case for the BBB using funds to:

o Introduce Co-operative Start-up Loans, with a scheme that caters to co-
operatives by removing the requirement for individual personal guarantees °
and by offering co-operative business support, rather than the unsuitable
support that currently accompanies loans

o Establish a Mutuals Growth and Transitions Fund that crowds patient capital
into growing co-operatives and mutuals, including new ventures with credible
growth plans, while helping to finance mutual transitions (e.g. worker
ownership transitions)®, possibly supporting existing institutions to expand, or
creating a new specialist financing institution, in the process

o Expand provision of finance guarantees for growing co-operatives and
mutuals, including to support the financing of mutual transitions

e Legislation: modernizing the Co-operative and Community benefit Societies Act, to
enable societies to raise more capital from both non-member investors and members,
while safeguarding common purpose, member control and common ownership of
assets 2

6. Co-operative development

Well-resourced and coordinated co-operative development interventions will be a critical
enabler of start-up, scale-up and transition. Partners must collaborate in creating strong
development pathways in growth opportunity areas (see part 4).

The long-term objective should be to strengthen the sector's own developmental
ecosystem, nationally and locally. The sector already does a lot to enable its own
development. This includes the Co-operative Bank funding our Business Support for Co-ops
programme, and large consumer co-operatives making significant contributions to the
funding of sector bodies including Co-operatives UK, Plunkett UK and local co-operative
development bodies. We believe there is a strong case for government adding public
resources to this.

While a national strategy for resourcing and coordination is important, the specific
opportunities, barriers and enablers will vary between places. Local (e.g. strategic
authority-level) partnerships comprising co-operative networks, communities and
government (e.g. strategic authorities) are best-placed to develop their own co-operative
growth strategies, based on their specific opportunities and conditions. But they will also
need to draw on the insights, resources and capabilities of other places, and from the
national level.



These regional strategies should lead to the commissioning of ambitious local co-operative
development programmes. Where they have the relevant capabilities, local co-operative
development bodies should be given opportunities to be involved in delivery. But crucially, if
these programmes are to deliver significant impact, then they will also need to draw on the
depth and breadth of expertise and experience in the national provider network. In the
longer-term the aim should be to develop a national network of regional sector-led co-
operative development hubs.®® Co-operatives UK is working with co-operative development
bodies to improve coordination of the national network, so that it can be a ready delivery
partner in local and national programmes.

Co-operatives and their sector bodies in Wales, Scotland and Northern Ireland should be
supported to enhance their development ecosystems. We support the Cwmpas proposal for
a Wales-wide Co-operative Development Hub.

To enable the step change in co-operative development set out in this plan at least £17
million funding is required in the current Spending Review period to pay for high-impact
packages of support.®* Most of this should come from strategic authority business support
funds (e.g. Integrated Settlement and Local Growth Fund), while some should come via
MHCLG's Pride in Place strategy, ¢ ¢ and some could come from national pots such as
Business Growth Service.

We recommend:

e Business support: Central government should encourage, support and resource
strategic authorities to develop and commission ambitious multi-year co-operative
development initiatives, in partnership with the local and national sector, targeted at
the best opportunities for growth and impact. This would be in line with the policy set
out in the English Devolution White Paper. ¢’

e Strengthening the support ecosystem: The national provider network must become
a ready delivery partner for local and national programmes. Central government and
the sector should co-fund coordination and ongoing improvement of the national
provider network, including an efficient contracting and programme management
hub, the facilitation of specialist practitioner groupings, development of practical
resources to enhance support, continuous professional development and quality
assurance for advisors.

e Scale-up: Strategic authorities and central government should co-fund a multi-
regional pilot to support existing co-operatives with ambitions to diversify, scale-up
or replicate/franchise, with specialist advice, peer exchange and access to finance.

e Transition: Strategic authorities and central government should co-fund a multi-
regional pilot to establish a pathway for worker-led buyouts and restarts.

e Secondary co-operatives: Central government and the sector should help fund a
programme that enables the development of secondary co-operatives, through which
groupings of co-operatives can raise finance, co-invest, innovate, share costs and
collaborate on projects and contracts.



e Pre-technical interventions: Central government, strategic authorities and the sector
should co-fund training for civil society organisations, trade unions and business
advisors, to enable them to play a more effective role in ‘pre-technical’ co-operative
development (outreach and awareness raising, supporting people to explore options
at relevant junctures).

Education

Low societal awareness and cultural disinclination are major factors limiting co-operative
growth in the UK. Education should therefore be seen as strategically critical to long-term
co-operative development.

Enabling future generations to participate in and benefit from co-operatives and other social
action, will build vital societal resilience in the challenging decades to come. The UK
education system needs to equip young people with the skills of mutual aid, social
entrepreneurship and active citizenship. The OECD and others recommend that young
people be taught about co-operatives, mutuals and social enterprise, especially when
learning about business and the economy.®® ©° 70 We recommend:

e Citizenship skills: Including mutual aid, co-operation and social entrepreneurship in
universal citizenship curricula from a early age

e Curricula: Ensuring co-operatives, mutuals and social enterprise are covered in
British history, business studies and economics curricula.

7. Tax

To fully-optimise the conditions for co-operative growth and impact, we recommend
government develops tax treatments that reflect the distinctive purpose, governance and
flow of value in co-operatives. In particular, tax treatment should support common wealth
accumulation within and between co-operatives, wherein non-public resources held in
common build up over time, enabling long-term social value creation without reliance on the
state. Tax treatments that unnecessarily or unfairly penalise co-operative activity should be
removed.

It is notable that in countries with larger and more impactful co-operative economies, such
tax treatments are very evident. This includes reliefs on surpluses retained in ‘common
capital’ reserves " in ltaly, 72 Spain, 2 France and ’* Germany,’® tax reliefs for social purpose
co-operatives in many countries,’® and lower corporate tax rates in South Korea ’” and
Japan. 78 Notably, surpluses that Italian co-operatives contribute to funds and institutions to
support wider sector development are not taxed.”®

We recommend:

e Common Capital Tax Relief: creating a corporation tax relief on surpluses that are
placed in a mechanism that prevents future distribution for private gain, including
surpluses retained in a community benefit society, in the indivisible reserve in a
co-operative society (post-Law Commission reform), & or transferred to an
accredited co-operative development institution.®



e Mutualisation tax relief: continue the capital gains tax relief for employee buyouts
while expanding eligibility:

o to also advantage use of the worker co-operative model for employee
buyouts®?

o to alsoinclude profits from sale of business assets to an asset locked
community co-operative in a ‘community buyout’®?

e Business rates reform: provide relief to small retail properties, and additional relief for
properties used to generate additional social value, in a way that creates a more
uniform and predictable relief for co-operatives and social enterprise

8. Enabling law and corporate framework

Countries with larger co-operative sectors tend to have more modern and enabling law and
regulation than we do in the UK. The OECD recommends that its member states provide
enabling law for co-operatives and the social and solidarity economy.8 Our laws,
regulations and administrative process make a co-operative approach to business more
difficult than it needs to be, while flawed policies and processes in private businesses also
create difficulties. This creates a disincentive to adopting the model when it would
otherwise be rational to do so. It also adds millions each year in unnecessary cost for
existing co-operatives.

We recommend:

e Modernisation: modernising and reforming the Co-operative and Community Benefit
Societies Act and related registration policy and process, to remove unnecessary
costs, complexities and burdens, and to enable capital raising, innovation and growth,
including acting promptly on the recommendations of the current Law Commission
review. Responsibility for maintaining the society corporate framework should move
from HM Treasury to Department for Business and Trade.®®

e Rights to mutualise: Introducing strong community right to buy legislation in every
nation of the UK, as contained in the English Devolution and Community
Empowerment Bill.8¢ Also explore employee rights that increase scope to workers to
arrange acquisition of a business or business assets, comparable with the law in
France obliging firms to inform employees of their intention to sell ¥ and employee
right of first refusal on the assets of insolvent businesses in Italy

e Competition policy: Change enforcement of competition law and related guidance for
firms, so that these do not unduly deter legal and beneficial co-operation between
entities. This includes co-operation that enables innovation, investment, net zero,
societal resilience and a counterbalancing of dominant market power.

e Non-legislative barriers: Government can also help to reduce non-legislative barriers
that create cost and complexity for co-operatives, including:

o instructing public bodies like HMRC, Government Digital Service, Innovate UK,
National Lottery and the Arts Council to remove policies and processes that
unnecessarily hinder or exclude co-operatives



o ensuring UK accounting standards and practice accommodate and enable
co-operatives

o encouraging large private businesses, such as banks, digital service providers
and credit reference agencies, to change policies and processes that
unnecessarily impede co-operatives

9. Area specific policy

Parts 5 to 8 recommend policy for key cross-cutting enablers (e.g. access to finance) but
there are also important details in policy and implementation for specific growth opportunity
areas. In the interests of concision, these are not covered in detail in this plan but are
summarised in the table below.

Food system Defra Farming Road Map and Food Strategy
Rural Local Growth Plans

Office for Impact Economy

Everyday economy DBT Plan for Small and Medium Sized Businesses
Industrial Strategy

Local Growth Plans

MHCLG Pride in Place

Office for Impact Economy

Public service innovation Casey Commission and social care reform

DfE reform of children’s services, early years and
education

Procurement reform
Public service reform

Office for Impact Economy

Community co-operation MHCLG Pride in Place
Office for Impact Economy
DCMS social investment and civil society policy

Local Growth Plans

Infrastructure MHCLG Social and Affordable Homes Programme

DESNZ and Great British Energy Clean Power Action Plan
and Warm Homes Programme

DBT Industrial Strategy




National Infrastructure and Service Transformation
Authority

10.Conclusion

Communities and businesses in the UK are already developing and using the co-operative
types identified in this plan to address major societal challenges. But more widespread
exploration and proliferation of these solutions will only happen with catalytic policy action,
to reduce barriers and create enabling conditions. In every case, policy must leverage
partnerships with the sector to maximise effectiveness. The co-operative sector stands
ready to bring these partnerships to life.
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o Collective action enables people to achieve more together than they could on their own. For example,
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resources in their own processing facility

o Empowering stakeholders through participation and democratic governance can drive purpose and
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26 | egal Framework Analysis and the ICA-EU Partnership: Elements Supporting an Enabling Environment for
Cooperative Enterprises | coops4dev.coop

%7 In recent decades, co-operative formation in Wales and Scotland, where co-operative development has
been funded by government, has been much higher than in England where public resources have been
lacking. See our Spending Review representation for more detail on this: Our submission to government:
Spending Review 2025 | Co-operatives UK

2 |n France, Spain, Italy and Quebec, for example public support for, and ongoing partnership with, the
sector’s development infrastructure, has been a key enabler. Enabling Policy Environments for Co-operative
Development: A Comparative Experience | Canadian Public Policy

29 Survey of Co-operative Capital Report | ICA

30 See the analysis of financing ecosystems that enable co-operative transitions in France and ltaly

31 OECD Legal Instruments

32 In our Co-operative Growth Strategy, we set out that strong pathways must comprise of:

e pre-technical support: effective outreach and awareness raising, offering accessible information,
advice and support, enabling people to explore co-operative options at critical junctures (‘pre-
technical’ development)

e specialist business support: accessible support from specialist advisors

e peer support: from people with experience of setting up and running a co-operative in similar
contexts/sectors

e replicable models: a choice of replicable legal and organisational structures, including but not limited
to, model constitutions and template business models and plans

e access to finance: access to good finance options catering to the distinctive nature of the co-
operatives in question, for start-up, resilience and growth

33 Enterprise co-operatives, comprised of other businesses and organisations (including sometimes civil
society and public bodies) tend to operate on significantly larger scale than other co-operative types, in the
UK and globally. They are critical to growing co-operative economic impact.

34 Confederation of Co-operative Housing states that if the right conditions were in place (access to finance,
land, advice) it would be feasible for 5% of the 1.5 million new affordable homes government plans to build, to
be co-operative in some form.

3% In our Co-operative Growth Strategy, we set out that strong pathways must comprise of:

e pre-technical support: effective outreach and awareness raising, offering accessible information,
advice and support, enabling people to explore co-operative options at critical junctures (‘pre-
technical’ development)

e specialist business support: accessible support from specialist advisors

e peer support: from people with experience of setting up and running a co-operative in similar
contexts/sectors

¢ replicable models: a choice of replicable legal and organisational structures, including but not limited
to, model constitutions and template business models and plans

e access to finance: access to good finance options catering to the distinctive nature of the co-
operatives in question, for start-up, resilience and growth

3¢ Co-operative franchises — This innovative model uses incubation and federation to set up and recruit into
new worker co-operatives, which then trade within a mutually supportive network. In the United States, the
model is being used to support new worker co-operatives in the cleaning industry in in New York and bakeries
in the San Francisco Bay Area.

%7 Planned ownership succession: with greater adoption of new ‘co-operative’ variants of the employee
ownership trust (EOT) during or after transition, while making the simple and low cost worker co-operative
model a tax-advantage option for transitions alongside the EOT, enabling more transitions of micro-small
businesses, in every day sectors and rural areas. Micro businesses and businesses in lower-value every
sectors are significantly under-represented in current employee ownership transitions, because the trust
model is perceived as too complex and costly to make the succession option economical. A much greater
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proportion of rural businesses are small (under 50 employees or micro (under 10 employees) and these
business are under-represented in employee ownership transitions at present.

3¢ Employee-initiated buyouts: a variant of planned employee ownership succession that involves a greater
degree of worker agency than is generally the case in UK transitions. While it is rare in the UK, it is more
common in France, Spain and ltaly. It would add a valuable route to sustaining jobs, businesses and services.

3° Employee-led restarts: wherein workers (sometimes with communities) form a co-operative to acquire
assets from a liquidating business and keep trading. This model of transition has historically been more
common in Spain and ltaly, but is little-known in the UK.

49 Bringing the promising co-operative conglomerate model to the UK, wherein existing businesses are
acquired by entity owned and controlled by the employees of these businesses.

4 mutualisation of social sector organisations such as charities and social enterprise where empowering
beneficiaries, stakeholders and workers will enhance impact

42 mutualisation of mission-led businesses, such as B Corps, with customers, employees and other
stakeholders offered democratic membership alongside investors

43 Independent analysis by WPI Economics has found that co-operatives experience additional barriers to
finance that hold back their growth. These include:

e The unsuitability of the established agnel investor>venture capital>public offer/private equity pathway,
for high-potential co-operatives and mutuals, which has made many co-operatives more dependent on
debt to finance expansion

e Lack of understanding of co-operative and mutual models among lenders and investors, resulting in
reluctance to invest, inaccurate risk assessment and inappropriate pricing

e Exacerbated when automated systems used by lenders and credit reference agencies rely on public
corporate registers that are deficient in how they present and share information on co-operatives and
mutuals

e The rarity of co-operatives and mutuals, the majority of which are small, resulting in ‘volume penalties’
for these businesses

44 For example, in recent years Access — The Foundation for Social Investment has begun to deploy more
dormant assets funding in ways that cater to co-operatives, particularly community co-operatives. But beyond
this the dormant assets-backed wholesale social investment market has played a marginal role in the co-
operative and mutual sector. While British Business Bank’s guarantee schemes cater to co-operatives, its
Start-up Loans, growth capital and equity schemes do not.

45 Examples include:

e CGSCOP in France, a network on financing institutions within the co-operative sector that provides a
range of guarantees, loans and equity investment solutions for co-operatives at every stage, making
€29m in loans, €62m in guarantees and €9m in equity investments, in 2022. See here: Financial tools

for Scops

e CFlin Italy, an institution created within the co-operative sector, with seed-funding and support from
central government. Between 2007 and 2015 CFl invested €84m in worker ownership transitions, with
a significant positive economic return. Since 1986 it has invested €335 million in Italian co-operatives.
See here: Numbers

¢ Bond Issuing Co-operative in Switzerland, in which 350 housing co-operatives have combined to raise
€6.4 billion from markets: Portrait of the EGW Emissions Centre | EGW / CCL

46 Our successful pilot has demonstrated that external institutional investment in co-operative equity,
alongside members and communities, can be very impactful. We have invested over £4 million since 2017 and
demand has far outstripped our ability to respond. Booster has crowded in £9 of private investment from
communities, for every £1 of wholesale equity we invested. It has also been extremely effective at supporting
the use of Community Shares in higher-deprivation contexts and among disadvantaged and marginalised
groups. Booster-style investment needs to be scaled up, preferably in a new investment institution for the
sector. See: Community shares report 2023: Communities doing it for themselves | Co-operatives UK

47 Award Winning Co-op Lender - Co-operative & community Finance



https://www.gov.uk/government/collections/statistical-digest-of-rural-england#businesses-by-size-band
https://www.fi-compass.eu/library/market-analysis/esf-study-workers-buyout-france
https://www.fi-compass.eu/library/market-analysis/esf-study-workers-buyout-spain
https://www.fi-compass.eu/sites/default/files/publications/ESF%2BCountry_Report_Italy_RTW.pdf
https://www.fi-compass.eu/library/market-analysis/esf-study-workers-buyout-spain
https://www.fi-compass.eu/sites/default/files/publications/ESF%2BCountry_Report_Italy_RTW.pdf
https://www.obran.coop/news/what-is-obran-cooperative
https://www.les-scop.coop/outils-financiers
https://www.les-scop.coop/outils-financiers
https://www.cfi.it/numeri.php
https://www.egw-ccl.ch/de/portrait
https://www.uk.coop/resources/communities-doing-it-themselves-community-shares-report-2023-cs
https://coopfinance.coop/

48 Subsidised patient debt, wherein public and philanthropic money is ‘blended’ with more return-oriented
private capital, has proven effective at increasing access to finance for co-operatives and other social
enterprise. This is particularly impactful for younger enterprise operating social purpose business models that
require steady growth and limit the use of profits to pay higher returns. See New Philanthropy Capital report
on blend finance.

4% Finance guarantees in the UK and around the world are proving effective at enabling ambitious yet small and
asset-poor businesses to access finance. Offering new, early stage and small co-operatives with growth
ambitions with tailored guarantees be instrumental in reducing their barriers to finance.

%0 Enterprise grants remain an effective way to support access to finance, especially for new co-operatives
operating social business models with very limited scope to service interest or distribute surplus to investors.
They are also important when supporting the creation and early growth of co-operatives formed by people
from disadvantaged and marginalised backgrounds. Match trading grants appear especially effective and
enabling commercial sufficiency. School for Social Entrepreneurs match Trading data from 2017-2022 analysis
shows 871 SME’s in receipt of Match Trading grants of £5-10k each created a combined additional traded
income of £17.6m (Average of £20,206 per organisation traded income increase). Also see the report on the
Power to Change and School of Social Entrepreneur’s very successful ‘Community Business Trade Up’ scheme.
Grants have also proven instrumental in helping communities raise ‘just in time’ finance to buy assets and
enterprise, when offered as a match for community shares. The last government’s Community Ownership Fund
being the most notable example.

51 Social Impact Investment Advisory Group - GOV.UK

52 SVS | Korea Social Value and Solidarity Foundation

53 ESF+ Study on Workers' Buyout in France

54 Social Economy in Spain - Briefing paper for EMPL delegation to Madrid, 21-23 February 2022

5 Independent WPI report: Harnessing the mutual sector's potential for growth | Co-operatives UK

%8 The Booster pilot in Co-operatives UK has built up a £4m portfolio of shareholdings in co-operatives. There
may be significant tax costs for Co-operatives UK and/or a new entity in transferring this portfolio, which
would need to be mitigated.

%7 Community Shares Unit reports that every £1 of institutional equity invested by Booster has crowded in £4
of private investment from the community

58 Coop Exchange

59 Harnessing the mutual sector’s potential for growth | WPI Economics

%0 In its research, WPI Economics heard from co-operatives and mutuals that the requirement for personal
guarantees by mainstream lenders was a particular barrier for them. We have heard similar from individual co-
operatives and Co-operative and Community Finance, in relation to the British Business Bank’s Start-up Loan
scheme. See here: Harnessing the mutual sector’s potential for growth | WPI Economics

In a more traditional small business an individual owner, or small number of partners, start the enterprise and
shoulder personal risks in exchange for personal rewards. These owners may be able and willing to provide
personal guarantees. In contrast, in many small co-operatives both the risks and rewards are shared more
broadly among members. The founding members are often not anticipating a significant personal reward, so
are not in a position to take larger personal risks.

1 Mutual transitions fund: Working with the co-operative and mutual sector, the British Business Bank should
establish an mutual transition fund, which combines a small amount of public funds with patient private
finance, to offer timely investment to enable more buyouts and restarts to go ahead, especially where the
‘vendor funded’ model cannot be relied on. The fund could also provide patient finance to aid the ongoing
development of the co-operative. In time, repaid funds from previous employee buyouts could be recycled to
support other transitions.

62 We expect strong recommendations to be by the Law Commission following its current review of society law

63 A recent research report by the Co-operative Party on lessons from other countries shows how the
combination of national and local structures for co-operative development can be especially impactful. Co-ops
Gone Global — Co-operative Party

64 See part 3 of our Spending Review 2025 representation for more detail: Our submission to government:
Spending Review 2025 | Co-operatives UK



https://npproduction.wpenginepowered.com/wp-content/uploads/2022/07/Review-of-grant-subsidy-for-blended-finance-to-support-civil-society-full-report-new.pdf
https://www.powertochange.org.uk/news/match-trading-grant-scheme-boosts-community-organisations-annual-trading-income-9190/
https://www.gov.uk/government/publications/social-impact-investment-advisory-group
https://svsfund.org/en/about/intro/svs/
https://www.fi-compass.eu/library/market-analysis/esf-study-workers-buyout-france
https://www.europarl.europa.eu/RegData/etudes/BRIE/2022/703349/IPOL_BRI(2022)703349_EN.pdf
https://www.uk.coop/MutualGrowth
https://coop.exchange/
https://wpieconomics.com/publications/harnessing-the-mutual-sectors-potential-for-growth/
https://wpieconomics.com/publications/harnessing-the-mutual-sectors-potential-for-growth/
https://party.coop/2025/07/04/co-ops-gone-global/
https://party.coop/2025/07/04/co-ops-gone-global/
https://www.uk.coop/resources/our-submission-government-spending-review-2025
https://www.uk.coop/resources/our-submission-government-spending-review-2025

%5 Pride in Place has a big emphasis on community ownership and the creation of a Co-operative Development
Unit Pride in Place Strategy - GOV.UK

¢ The Plan for Neighbourhoods Prospectus included co-operative development among fundable interventions
in these community-led regeneration schemes: Plan for Neighbourhoods: prospectus and tools - GOV.UK

7 The English Devolution White Paper said: “Establish bilateral strategic partnership forums with every Mayoral
Strategic Authority, building on successful models in Greater Manchester and the West Midlands to strengthen
existing partnership working, align national and local policymaking, and drive delivery of local growth priorities
as identified by areas through their Local Growth Plans. They will ensure effective delivery of interventions to
boost domestic business growth, boost exports, and encourage inward investment and grow the co-operative
and mutual economy.”Page 66 English Devolution White Paper

68 Co-operatives in transition | OECD
69 ECOOPE-GOOD-PRACTICE-GUIDE-.pdf

70 Theorising competitive enterprise education - Sheffield Hallam University Research Archive

”1In co-operatives, common capital is that which cannot be distributed among members or other investors for
their private gain. It's non-distributable status is guaranteed through mechanisms such as non-distributable
capital surplus provisions, indivisible reserves and asset locks.

72 LEGAL FRAMEWORK ANALYSIS
73 Spain Legal Framework Analysis Report_0.pdf

74 France Legal Framework Analysis National Report.pdf
7S LEGAL FRAMEWORK ANALYSIS
76 ICA-EU Partnership Legal Framework Analysis Regional Report Europe[8].pdf

77 |CA-EU Partnership Legal Framework Analysis Regional Report Asia Pacific.pdf

78 Japan Legal Framework Analysis National Report.pdf
79 LEGAL FRAMEWORK ANALYSIS

80 We expect the Law Commission to recommend legislation to enable co-operative societies to adopt a
statutory indivisible reserve and non-distributable capital surplus

8 We propose HMRC accredits co-operative development institutions with the following verifiable
characteristics: not-for-profit, mission-locked entities, with a clear purpose to enable co-operative
development, with mechanisms that prevent any distribution of residual assets for private gain. Surpluses paid
into such institutions should be tax deductible.

82 The simple and low cost worker co-operative model will offer an economical option that enables the
transition of more small and lower-value businesses, especially in everyday sectors.

8 The success of the employee buyout tax relief demonstrates the benefits in incentivising asset disposal into
mutual ownership. Adding a tax incentive to sell assets into community ownership would significantly boost
the impact of the Pride in Place programme and the Community Right to Buy legislation

8 OECD Legal Instruments

8 More by happenstance than logical design, society law is the responsibility of the Banking Team in HM
Treasury, which must prioritise financial services and has very limited Parliamentary slots. In contrast there is a
team in DBT with specific responsibility for corporate frameworks and the department is more likely to have
Parliamentary slots for corporate law changes.

8¢ English Devolution and Community Empowerment Bill - Parliamentary Bills - UK Parliament
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https://www.gov.uk/government/publications/pride-in-place-strategy
https://www.gov.uk/government/publications/plan-for-neighbourhoods-prospectus-and-tools
https://assets.publishing.service.gov.uk/media/67ade9866e6c8d18118acd58/English_Devolution_White_Paper_Web_Accessible.pdf
https://www.oecd.org/en/publications/co-operatives-in-transition_58e80fd1-en.html
https://youth.ecoope.eu/wp-content/uploads/2018/05/ECOOPE-GOOD-PRACTICE-GUIDE-.pdf
https://shura.shu.ac.uk/32081/
https://legalinstruments.oecd.org/en/instruments/OECD-LEGAL-0472
https://bills.parliament.uk/bills/4002
file:///C:/Users/wrigj/Downloads/ESF+Country_Report_Italy_RTW.pdf
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