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Focus on BSG

Imperative for
Cooperative organizations

Nature and features of

. . . DR. S K GUPT.
Cooperative Organizations » ueTA

Chief Executive Officer

. _ ICMALI Social Auditors Organization
ooperatives  are  associations  oOr

organizations =~ whose  goals  are

tosatisfytheirmembers’social,economic,
and cultural needs. Each member enjoys equal
voting rights in a cooperative regardless of the
number of shares they own. Different regions
around the world offer a variety of legal structures
for cooperatives. According to the International
Cooperative Alliance, a cooperative is defined
as “an autonomous association of persons united
voluntarily to meet their common economic,
social and cultural needs and aspirations through
a jointly owned and democratically controlled

» '
.‘.L /)';.

enterprise.” In a nutshell, a co-op’s priority is

to provide goods and services to its members

over the long term at the most affordable terms SHALINI YADAV

and conditions. Cooperatives are businesses Academic Associate
owned and controlled by the people who use Indian Institute of Management
them. Cooperatives differ from other businesses Indore

because they are member owned and operate for
the benefit of members, rather than earn profits
for investors.
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Cooperatives are voluntary organizations that
aim to build cooperative institutions based on
mutual assistance as a democratic method,
focusing on preventing the exploitation of
vulnerable sections of society and ensuring
their socio-economic growth. Through
coordinated and collaborative efforts,
members can meet their own needs and
actively contribute to each other’s success.
Cooperatives serve their members by offering
products and services and sharing labor
and production. Members who use the
cooperative’s products or services
receive a share of the profits. Cooperatives
can be created for several different reasons

may

Why Cooperatives Are
Organized

he co-operative structure has indeed
been around for a long time. However,
despite being a long-standing model,
the co-operative structure is still relevant

or to fulfill several different needs: jointly
process goods, split costs, split control over
work, purchasing power (bulk buys), shared
employees, shared wages, etc.

Cooperatives play an important role in
promoting sustainable development across
the world. They have successfully promoted
economic, social,
sustainability and helped to reduce poverty,
promote social equity and protect the
environment. As we move towards a more
sustainable future, cooperatives will continue
to play a critical role in promoting sustainable
development.

and environmental

in the current landscape. Let me allude to

Singapore’s newest aspiration: our new social
compact. The social compact is a shared
understanding of how we relate to each other,
our roles, and responsibilities for the nation.
The key to this new social compact is for
you, by you and with you, which is the same
model co-operatives operate on. This idea of
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co-creation is unique to co-operatives as it
is a structure that enables ownership by the
masses. Therefore, the co-operative structure
continues to be even more relevant in today’s
context.

Cooperatives are organized to 1. Improve
bargaining power; 2. Reduce costs; 3. Obtain
products or services otherwise unavailable;
4. Expand new and existing market
opportunities; 5. Improve product or service
quality; or 6. Increase income.

How Cooperatives are
structured

ooperatives are setup to give decision-

making and democratic control to

members of the organization. There
are common elements among the different
types of cooperatives, including:

Membership

ew members’ admittance must be in

accordance with the criteria agreed

upon during the entity’s formation.
Usually, cooperatives are organized according
to a profession, business activity, or member
community. New members who join must
share a common need with other members.
Each member is entitled to one equal vote
during the annual general meeting (AGM) or
any special general meeting called to vote for
specific organizational changes or proposals.

Governing by laws

ach cooperative is governed by its

bylaws, which are rules of engagement

that specify the procedure of carrying
out different functions and activities.

Some of the rules the bylaws of a cooperative
specify include:

e How to elect members to the board of
directors.

e How and when to hold the AGM and other
special meetings.

e How to compensate the officers and board
of directors.

e When to dissolve the cooperative.

The cooperative’s bylaws bind all decisions
made by the executive officers and the board
of directors.

Board of directors

he board of directors serves as
the decision-making organ of the
cooperative. Board members are
voted into office for a specific term by
members. The cooperative’s bylaws govern
the functions and powers of the board of
directors. The board should consist of an odd
number of members so there can be a clear
majority when voting on closely contested

decisions.
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Principles of a
Cooperative

1. Voluntary and Open Membership:
Cooperatives are voluntary
organizations, open to all persons able
to use their services and willing to
accept the responsibilities and meet
the requirements of membership,
without gender, social, racial, political
or religious discrimination. Members
have control over setting policies for
the co-op and making decisions for the

cooperative.

2. Democratic Member Control:
Cooperatives are democratic
organizations controlled by their
members, who actively participate

in setting their policies and making
decisions.

3. Member Economic Participation:
Members contribute equitably to, and
democratically control, the capital of
their cooperative.

4. Autonomy and Independence:
Cooperatives are autonomous, self-
help organizations controlled by their
members.

5. Education, Training,and Information:
Cooperatives provide education and
training for their members, elected
representatives, and
employees so they can contribute to

managers,

the development of their cooperatives.
They inform the general public about
the nature and benefits of cooperatives.

6. Cooperation among Cooperatives:
Cooperatives serve their members
most effectively and strengthen the
cooperative movement by working
together through local, national,
regional, and international structures.

7. Concern for Community: Cooperatives
work for the sustainable development
of their communities through policies
approved by their members

Introduction to ESG

SG is a  framework  that
helps stakeholders understand how
an organization is managing risks

and opportunities related to environmental,

social, and governance criteria (sometimes
called ESG factors). ESG takes the holistic
view that sustainability extends beyond just
environmental issues. The ESG lens helps
assess how an organization manages the
risks and opportunities created by changing
conditions, such as shifts in environmental,
Though

the term “ESG” made its first mainstream

economic, and social systems.
appearance in a 2004 UN report, it was not
until the late 2010s and into the 2020s that
ESG emerged as a much more proactive

(instead of reactive) movement.
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What Does ESG Stand
For?

SG is
for environmental,

an acronym that stands

social, and

governance.

1. Environmental: Environmental factors
refer to an organization’s environmental
impact(s) and risk management
practices. These include direct and
indirect greenhouse gas
management’s stewardship
natural resources, and the firm’s overall
resiliency against physical climate risks
(like climate change, flooding, and
fires).

emissions,
over

2. Social: The social pillar refers to
an organization’s relationships with
stakeholders. Examples of factors
that a firm may be measured against
include human capital management
(HCM) metrics (like fair wages and
employee engagement) but also
an organization’s impact on the
communities in which it operates. A
hallmark of ESG is how social impact
expectations have extended outside the
walls of the company and to supply chain
partners, particularly those in developing
economies where environmental and
labour standards may be less robust.

3.  Governance: Corporate governance
refers to how an organization is led
and managed. ESG analysts will seek

to understand better how leadership’s
incentives are aligned with stakeholder
expectations, how shareholder rights are
viewed and honoured, and what types
of internal controls exist to promote
transparency and accountability on the
part of leadership.

Value creation, instead of value extraction,
has become the mantra that shifts attention
from shareholders to stakeholders as
beneficiaries of business operations. Our
world faces a number of global challenges:
climate change, transitioning from a linear
economy to a circular one, increasing
inequality, balancing economic needs with
societal needs. Investors, regulators, as
well as consumers and employees are now
increasingly demanding that companies
should not only be good stewards of capital
but also of natural and social capital and have
the necessary governance framework in place
to support this.

S

SOCIAL
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Importance of ESG
considerations
for a Cooperative
organization

ooperatives, as collective enterprises

their
members, have a unique opportunity

owned and governed by

to prioritize environmental and social

governance (ESG) principles. The core
values of cooperatives which enhance their
reputation and trust, mitigates risks, attracts
capital, promotes long-term sustainability,
differentiates them in the market, ensures
boosts

regulatory compliance, employee

engagement, contributes to community

development, and demonstrates global
citizenship and by integrating ESG activities
their

demonstrate their commitment to responsible

into operations, cooperatives can
business practices, build trust and loyalty
among members and stakeholders, and
contribute to the sustainable development of
their communities and the broader economy.
Here are several reasons why cooperatives
with

Cooperative Principles and because ESG

should embrace ESG. Alignment

aligns closely with the values and principles of
cooperatives, such as concern for community
and sustainable development, by embracing
ESG, their
commitment to these foundational principles.

cooperatives ~ demonstrate

Engagement with the Community:

Cooperatives frequently function within their
local communities, and these communities
may be directly impacted by their sustainable
practices. Cooperatives can interact with
community stakeholders more successfully
and build collaboration and trust by giving
ESG factors top priority.

Long-Term Viability: A growing number
of people consider ESG characteristics
to be markers of a company’s long-term
their long-term
viability, cooperatives—which are frequently
established with the goal of meeting the
needs of their members—can benefit from
incorporating ESG issues into their plans.

viability. To maintain

Risk management: Cooperatives may be
seriously threatened by environmental,
social, and governance risks, which can
include everything from reputational
harm to noncompliance with regulations.
Cooperatives can improve their resilience
and reduce possible negative effects by
proactively addressing these risks through
ESG practices.

Member Satisfaction: A growing number
of cooperative members are worried about
social responsibility and sustainability.
Cooperatives can better serve their members
and increase member satisfaction and loyalty
by adhering to ESG principles.

Access to Capital: ESG factors are becoming
more and more important in the decision-
making processes of lenders and investors.
Strong ESG performance may improve a
cooperative’s access to funding and capital,
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enabling it to finance development and
expansion more successfully.

Regulatory Compliance: In order to stay out
oftrouble with the law and keep their operating
license, cooperatives must abide by social
and environmental standards. Cooperatives
can lower the risk of regulatory issues by
ensuring compliance with applicable laws
and regulations by giving priority to ESG
considerations.

Competitive Advantage: Cooperatives may
have an advantage over rivals in the market
if they adopt ESG practices. Businesses can
draw clients, partners, and staff who share
their commitment to sustainable and ethical
business practices by setting themselves apart
from the competition.

As agents in the social economy, cooperatives
often organize in order to affect the distribution
channels and the supply chains, as well as
address social and economic inequities. Their
democratic character speaks to the deliberation
processes in both their strategy and operations.
Cooperatives promote Economic, Social and
Environmental sustainability.

Economic sustainability is essential for
the long-term growth and prosperity of any
community. Cooperatives promote this
by providing employment opportunities,
increasing access to credit, and enabling small-
scale producers to compete in the market.
Cooperatives also help to reduce poverty by
providing affordable goods and services, and
by increasing the income of their members.
They operate on a not-for-profit basis, with

any surplus being reinvested in the business
or distributed among members.

Social sustainability is equally important for
the well-being of a community. Cooperatives
promote social sustainability by fostering a
sense of community and cooperation among
their members. They also promote social
equity by ensuring that all members have
access to the same opportunities and benefits,
regardless of their background or social
status. Cooperatives also help to strengthen
local economies, by keeping resources and
profits within the community.

Environmental sustainability is perhaps
the most critical aspect of sustainable
development. Cooperatives promote
environmental sustainability by encouraging
sustainable practices among their members.
They promote the use of renewable energy,
reduce waste, and encourage sustainable
agriculture practices. Cooperatives also
promote responsible consumption and
production by ensuring that their products
are produced in an environmentally friendly
manner. They also educate their members on
environmental issues and encourage them to
adopt sustainable lifestyles.

Because they support member satisfaction,
access to capital, long-term viability, risk
regulatory compliance,
and competitive advantage, socially
responsible factors hold significant value for
cooperatives. Cooperatives can improve their
overall performance and add value for their
stakeholders by incorporating ESG concepts

management,

m\ COOPERATIVE DEVELOPEMENT BOARD

THE INSTITUTE OF COST ACCOUNTANTS OF INDIA



JULY 2024

CMAs COOPERATIVE DIGEST

E <ﬂﬂ=‘Q 5
EINO Y- >
(#p Vs

(b g,
#
B*

into their operations. Think big, start small,
but act fast. The art is to strategize which low-
hanging fruits to harvest while keeping in
mind the long-term sustainability goals of the
organisation as well as the direction the co-
op ecosystem is headed to. To think big, co-
ops need to have a clear understanding about
what is most important to their stakeholders
and to work on those aspects of ESG first. To
start small, co-ops need to know the aspects
of sustainability that would achieve the 80/20
rule and hence, determine and achieve the
low-laying fruits.

Why co-ops are hesitant
about embracing ESG?

big reason is that co-ops may
be intimidated by certain myths
egarding sustainability and
ESG. For instance, some may think that
embracing ESG is an expensive -effort.
However, ESG need not necessarily be
expensive as co-ops can start with simple and
low-cost practices before moving on to more
resource-intensive steps. Examples of such
practices would include reducing electricity
and water consumption by 5%. Another
common myth is that co-op members do
not care about ESG, but the reality is that
many members do care deeply about ESG!
Engaging members in the journey of ESG
is critical for a successful sustainability

movement amongst co-ops.

Conclusion

o sum up, integrating ESG principles
into cooperatives results in improved

sustainability, value creation for
stakeholders, risk reduction, competitive
edge, adherence to regulations, financial
performance, and support for sustainable
development. Cooperatives may prosper in a
world that is changing quickly while carrying
out their goal of helping their members
and communities by incorporating ESG
concepts into their day-to-day operations
and decision-making procedures. Because
ESG approach supports member satisfaction,
access to capital, long-term viability, risk
management, regulatory compliance,
and competitive advantage, socially
responsible factors hold significant value for
cooperatives. Cooperatives can improve their
overall performance and add value for their
stakeholders by incorporating ESG concepts
into their operations.

Perhaps if companies could score more “G”
points by forming cooperatives, investors
would flock to these ESG opportunities at a
higher rate and create a virtuous cycle. Co-
ops that have a strong ESG program are better
suited to understand and plan for the world
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