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At the close of 2008 America sits upon an historical summit.  To one side we reflect upon the past that has brought us to this unique moment, fifty years of free market ideology that culminates in the current mortgage-securities crisis, the crippling of all manners of credit and seismic world-wide market retractions.  Look a little closer at our economy over these years and you will find that, even during times thought of as prosperous, the gap widened between the wealthy and the poor.  The fault line tore through communities all over America eroding the bedrock of the middle class in Pittsburgh and Cleveland, denying access to affordable housing in New York and LA and making affordable healthcare unattainable to one in six Americans.  It perpetrated colossal degradations of the environment such as mountaintop removal and global warming.  During those years before the stock bubble burst, while millions of Baby Boomers were investing their retirement savings, the other America, and most of the rest of the world, worked two jobs to make rent, often coming up short.  This is the economic history that has brought us to this moment, the reality of extreme polarization of wealth in the late 20th Century.  It is a history with racial and ethnic as well as gender implications.  Its driving philosophy, the free market philosophy, dominated discussions of economic policy in most of the world for at least a half a century.  
So we’re sitting on this summit, and behind us is the valley of the past, the terrain that reflects fifty years or more of free market economic policy.  And we are here precisely because the sensible people who make up America have chosen the Presidential candidate who campaigned on the premise that the future should not look like the past.  
On the other side of our summit, the one we think of as a horizon rather than a valley, we see for the first time in our lives the opportunity to speak out loud about alternative economics with the expectation that our ideas will be heard and fairly considered.  We have an opportunity to contribute to economic policy in a context that is no longer entirely dominated by the extreme fringe of free market ideology.  We now have the political space to speak about fairness in economics, about community-building and asset building in poor neighborhoods.  We have an opportunity to suggest cooperative concepts for addressing the economic needs of urban people, as we have for rural people for decades, and an opportunity to be a part of the movement that makes that happen.  For committed cooperators this brings us to the questions that will perhaps define our work over the next several years; what is it that we, as representatives of the cooperative economic sector, want to say in this critical historical moment?  Around what issues do we want to unite in order to influence policy?  And how can we re-shape policy in America to enable cooperatives to contribute our time-tested methods in the building of a more stable and inclusive economy? 
This paper reflects my opinion based on my current understanding of the funding situation for cooperatives in the US.  I am not as attached to the particulars of what follows so much as I am to the idea of fairness in funding for cooperative development.  I stand in the idea that cooperatives deserve for their development assistance to be federally funded just as development assistance is funded for non cooperative businesses.  Funding should be equally available to urban as well as rural cooperatives; this funding should be administered in such a way as to help and not hinder rural cooperative development.  The administration of this funding should respect the specialized expertise and autonomy of cooperative centers and practitioners; and finally, it should allow for urban cooperative development leadership in places where such leadership is appropriate.  I believe I have set forth policy ideas that will accomplish these things; however, I do not claim that my ideas are the only way or even the best way to do the job.  I welcome the discussions that will test and refine my opinions and lead us all to a consensus that will move cooperative policy forward toward fairness in funding.  
For the purpose of this paper I am going to assume that the reader agrees we should address cooperative policy in the near future.  I will also take as given that the reader stands behind that the idea that funding for the development of US cooperatives is an important economic policy issue.  More specifically, this paper is written on the premise that lack of funding for urban cooperative development is the most glaring weakness in US cooperative policy.  The arguments for these assumptions will be laid out at a later date as background for our policy recommendations.  What is essential to begin with is that we examine the terrain of potential strategies and concerns for increasing the funding for urban cooperatives in the United States.  
The current situation is as follows.  Like any business the success or failure of a cooperative, especially a start-up, is linked to management practices, availability of credit and resources, access to professional networks and technical assistance.  Start-up businesses in the United States access networks and best practices through the Small Business Administration and the state Small Business Development Centers.  Rural cooperatives in the United States tap these important resources through USDA programs and the land grant university Cooperative Extensions.  However, none of these organizations, not the SBA, SBDC’s, USDA nor Cooperative Extensions are funded to provide start-up resources for urban cooperatives.  Unlike every other kind of business development in the United State, urban cooperatives have no funding and no home in American domestic policy.    
Every other kind of business in the United States benefits from on-going, dedicated federal start-up assistance.  Given the asymmetrical development between rural cooperative and urban cooperatives and between non-cooperatives and cooperatives in urban areas, it would seem that the relative lack in number of urban cooperatives as compared to rural cooperatives and other kinds of urban businesses can be attributed at least in part to this lack of federal funding for urban cooperative start-up assistance.   

Yet cooperatives have been shown to be stable and successful contributors to the US rural economy as well as to urban economies in other places.  Cooperatives are considered an indispensible aspect of rural economy in America.  Originally conceived to ensure the economic success of small farmers through jointly-owned, democratically controlled enterprises, rural cooperatives in the US today own over a trillion dollars in assets, (Hueth, 2008).  Urban cooperatives in Basque and Italian cities have made their regions among the most affluent per capita in the world.   Isolated by mountains and ravaged by war, both the Basques and the Northern Italians found cooperation to be the most efficient and self-sustaining path for rebuilding their economies during the mid 20th Century.  From ruin the Basques and Northern Italians have transformed their respective regions into two of the most prosperous economies in Europe.  They did this by consciously developing urban cooperative economies.   (Doyle, 2003), (Thompson, 2003),  (Morrison, 1991).  

There is a substantial case to be made, therefore, for cooperatives having an increased role in the economic future of American cities, particularly in places where free markets have been most brutal and economic stress has become a chronic fact of life.   America recognizes cooperatives as a strategy for stabilizing economy in rural areas.  The success of European cities that have embraced cooperatives is a strong indicator of the potential of urban cooperative models.  It follows that cooperatives are a useful model for addressing current issues of urban economic development and regional economic stabilization.  To accomplish this equitably for all regions in the US it will be necessary to pass policy for funding cooperative development that will include and embrace urban America.
 A significant first question follows from the above assertion:  if we are going to provide access to start-up assistance for urban cooperatives as we do for rural cooperatives and for other kinds of businesses in rural and urban areas, from where should we source the funding?  Which federal agency or agencies should be approached?  Should that responsibility belong to the SBA as it did 50 years ago, or should it be an expansion of the Cooperative Extensions?  Should we channel the money through the USDA since they already handle co-op development funding?  Or should the solution be to fund co-op development according to industrial economic sectors and duplicate the USDA cooperative development model within multiple federal agencies?  The answers to these questions will form our strategy for implementing policy regarding urban co-op development funding and will likely shape the specifics of cooperative development policy for decades.  
Consequently a closer look is warranted for each option for legislating and delivering co-op development funding to urban cooperatives.  
To be certain the SBA and the USDA and their corresponding programs will be important partners in networking urban cooperatives within our cities and regional economies.  However, there are significant drawbacks to housing urban co-op development funding in either of these departments.  I am advocating for a multi-department approach that will mirror the relationship between the rural cooperative development centers and the USDA.  Any approach that falls short of this may truncate the potential for cooperatives to contribute fully to urban economic development and subordinate urban cooperative leadership to decision makers whose primary interests do not reside with urban cooperative development.  
Put another way, urban and rural cooperative centers in all economic sectors should have direct relationships with their corresponding federal agencies just as the agricultural cooperative centers do.  It is my hope that we cooperative developers will come to consensus regarding this strategy in the next few months and empower the National Cooperative Business Association to propose legislation to secure cooperative development funding for all industries regardless of geographic designation.  This will benefit urban and rural cooperatives simultaneously, as all cooperatives would be eligible according to industry, and would dramatically increase our capacity as practitioners to provide cooperative development assistance in urban areas.

Further explanation is in order for my hesitation to stand behind the SBA and USDA pass-through approaches for urban cooperative development funding.    
Some co-op development practitioners have suggested we should ask for federal funding to come through the Small Business Administration just as non-cooperative development assistance does.  However, the SBA and SBDCs have not been involved in the development of cooperatives in at least 50 years.   Meanwhile professionals involved in co-op development have built our own independent agencies specializing in cooperative development.  If co-op development funding were to pass through the SBA then that federal department might be inclined to fold cooperative development into its own business development agencies.  If they do not do this in the first years the temptation will remain as time passes.   Practitioners could eventually find urban development assistance not only funded through but also administered by the SBA, essentially creating a parallel cooperative development network in which people previously not involved in cooperatives get into the field simply because their agency is funded for it.  This would no doubt dilute the quality of cooperative technical assistance and confuse the cooperative identity for new cooperatives.  Cooperative development practitioners might also feel pressured to apply for SBA jobs in order to access urban funding, thus disrupting the carefully cultivated cooperative development agencies we have grown over the past decades.  It would also attract new talent away from our cooperative development centers.   
Instead I think we should engage the SBA at the local level as partners in building community economy.  We should form working relationships with practitioner in their SBDC and SBA offices so that we can advocate on issue of common interest.  We should also each act as mutually referring agencies for clients who would be better served through the other agency.  
The USDA has also been suggested as a potential department for handling urban cooperative development funding since they already handle such funding for rural cooperative development.  Though this arrangement might be less disruptive to our existing centers, since most of our centers already apply for the rural cooperative development grants through USDA, there are several drawbacks to this avenue.  First, urban cooperatives deserve to have a rightful place at the table with the appropriate federal departments that are engaged in their respective industries.  An effort that stops short of this may unintentionally truncate the autonomy and creativity of urban cooperative development.  How strange it would be if the scenario were to be reversed and development funding for agricultural cooperatives was funneled through the Housing and Urban Development or Health and Human Services.  Practitioners and their clients in urban areas might become confused about the intention of the funding.  There could be breakdown in communication in regard to industry-specific language.  Common industry expertise between funder and funded would also be lost.  
Also, there is evidence that the USDA may not welcome the work.  It would increase the burden on the USDA to write additional NOSAs and incorporate new funding criteria to the recently streamlined USDA funding regulations.  The USDA’s budget would have to be written to include funding that is beyond the scope of their mission.  There is evidence that the USDA is already overtaxed in this regard. The following language is from the Senate Report of the Agriculture and Rural Development Appropriation Bill for 2009:  

The Congress has recently enacted a $300,000,000,000 farm bill, yet that legislation failed to provide the United States Department of Agriculture [USDA] the resources necessary to carry out these expanding farm bill programs and that burden has fallen squarely on the Agriculture subcommittee. Systems failures experienced by USDA in recent years due to antiquated technologies will only worsen given the new demands placed on agency personnel and equipment without prudent investment to maintain and upgrade human and technological capital,(Senate report 110-426 - AGRICULTURE, RURAL DEVELOPMENT, FOOD AND DRUG ADMINISTRATION, AND RELATED AGENCIES APPROPRIATIONS BILL, 2009.)
Also, it may not be prudent to source urban cooperative development through the USDA where our rural cooperatives are established.  Should our economy remain strained, rural programs could in the future be expected to share their cooperative development funding with urban programs which could cause stress between the various interested parties.  While a certain amount of cooperation among cooperatives is desirable, it is not desirable that in the service of achieving funding for urban cooperative development we position ourselves in such a way as could compromise maximum funding potential for rural cooperative development in the future.  We want be certain our actions grow the funding pool for cooperative development rather than redistribute it.  
I do support, however, rural cooperatives agencies, in the spirit of cooperation among cooperatives, in helping urban cooperative initiatives to build their own resources and share in general co-op development expertise.   In many cases we share practitioners, we share supporting organizations, we share our regional communities our food, our commerce and our cooperative partnerships.  And because funding through other departments will not be specific to a geographic area we will likely share in all future cooperative development funding streams which will be open to rural and urban people alike.  Whereas USDA is mandated, for obvious reasons, to prioritize rural areas, the other Federal departments are not mandated to prioritize any particular geographic population.  So if we secure multi-departmental funding that would support urban co-op development it will not only benefit urban co-op development, it will also benefit the development of non-agricultural rural cooperatives
. 
One last argument against the single-department approach; in times of funding retrenchment it might work against cooperative development in general to have all funding sourced through any one department.  If we approach only the USDA or the SBA then urban cooperative funding will be subject to the same tenuous situation as our current rural cooperative funding.  Having a single source of funding leaves our centers vulnerable to the whims and weaknesses of that source.  I am in favor of diversifying cooperative development funding at in multiple ways, beginning with our federal funding.  
I conclude that those of us who are interested in writing policy in favor of federal funding for urban cooperative development should take the multi-department approach and concentrate on adapting versions of the USDA-cooperative relationship within other federal departments. This avenue has several advantages.  First, it is likely that we will secure more dollars overall for co-op development if we achieve funding through multiple departments.  Second, this avenue places existing cooperative development agencies and practitioners in the position of being the primary receivers of this additional funding in order to expand the services of centers already in practice.  Third, the diverse knowledge-base that will result in communication with multiple federal funding agencies will broaden the scope of industrial perspectives within cooperative development centers.  Forth, it will eliminate the urban-rural divide in cooperative development funding since rural as well as urban co-ops would be able to receive development assistance based on industrially related grants that have no geographic designation.  This last point is important in building cooperative relationships regionally across urban-rural lines and for strengthening the US cooperative movement in general.  
The question remains, how will we go about approaching these multiple departments with funding requests?  We will first have to assess the interest in cooperative development within the various industries in order to make a case for funding in each department.  We could start by asking for pilot project earmarks for a few centers that can demonstrate a significant level of urban community interest in co-ops.  The next step would be to conduct research about the level of demand we will have for various kinds of co-op development services nationally.  Ideally we would ask for funding levels that would be proportionate to the level of interest shown by potential cooperators in various industries.  We will have to keep track of which appropriations bills are coming up and then get our Senators and Congressmen to sponsor co-op development funding as a part of those bills.  Of course we will then want to mobilize the cooperative community in support of our legislation.    
Appropriations bills for 2009, through which we could possibly source urban cooperative development funding are as follows:

· Labor, Health and Human Services, Education
· Interior and Environment

· Commerce, Justice, Science

· Transportation, Housing and Urban Development

· Energy and Water (Status of appropriations legislation for fiscal year 2009 - THOMAS (library of congress).)
It probably won’t be realistic to pass allocations through all of these agencies in the same year but we could begin with one or two and keep working on it.  Also, Reauthorization Bills come around once every five years for every department.  Similar to the Farm Bill passed this year, in 2009 for instance, legislators will be looking at the Surface Transportation Bill.  We should find out when the Reauthorization bills are due for the departments we want to work with and coordinate our biggest funding requests with their Reauthorizations. 
If we refine and develop this plan I see potential to increase federal funding for cooperative development ten-fold in the next five years.   I believe this is a realistic expectation base on the fact that cooperative development funding is very small as compared to other development programs funded through the Federal government.  At 60 Million dollars we would still be one of the smallest programs funded by the Federal government.  Since we will have a new license to develop cooperatives in urban areas without funding constraints we will be able to deliver significant results for our allocation.  
Finally, cooperatives, cooperative organizations and development centers need a coordinated means by which we can step up to the plate to fund our legislative proposal once we have settled upon it.   I propose the NCBA develop a legislative funding campaign though which individuals and organizations can donate money to the NCBA for this cooperative policy initiative.  
This white paper represents my considered opinion to date based on current information in my possession.  It is offered to you as a place to begin our discussion on funding urban cooperative development.  I trust that before we write our legislation this paper and my opinions will be heavily influenced and revised by the many voices and deep experiences of my fellow practitioners.  I look forward to the discussions we are about to embark upon and to carrying forward the tradition of solidarity we inherit as representatives of the cooperative movement. 
Yes we can.  Go Co-op.
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� We can sort out soon but later who will fund urban agricultural cooperatives. 
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