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Welcome

Blue Mountains Food Co-operative Limited is one of the
largest and longest running food co-operatives in Australia.
Established in 1981 as a tiny buyers group operating from a
member’s garage, the Co-op has since grown into a thriving
business in the heart of Katoomba, in the Blue Mountains of
New South Wales. As of 2021, the Co-op had 2500 members and
an annual turnover of over $4 million. It’s come a long way
since its early days operating from a garage!

In recent years, the Co-op has frequently been approached by
individuals and groups for advice in regard to starting and
operating their own food co-operatives. While there are
various manuals available on co-ops and their formation, none
of these are specific to food co-operatives in Australia. In this,
our 4oth birthday year, it felt timely to share our experience
and expertise by creating a resource document to share. Our
hope is that this manual will guide and assist others to create ¢\
community food co-ops that are as long-lasting and successful ‘/" ~

as our own. 1B ’ “
SN

We wish you all the best on your food co-operative journey!

Sonya Byron
BLUE MOUNTAINS FOOD CO-0OP

This manual was a collaborative endeavour and couldn’t have
been created without the kind assistance of the following
individuals and organisations, whom we would like to thank
for their time and generosity:

Sam Byrne, Co-op Federation

Kiri Armstrong, Bathurst Wholefood Co-operative

Gini Purcell, Flame Tree Community Food Co-op, Thirroul
Sarah Weate, Manly Food Co-operative

Jacinta Carmichael-Parissi, Lyttleton Stores Co-op, Lawson

Design: Jacqueline Forster, Blue Mountains Food Co-op
Photos: Maja Baska (unless otherwise attributed)

Funding was kindly provided by Farming Together/Southern
Cross University
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Introduction

With increasing community concern over the excesses of modern capitalism and the impact that
this is having on people and planet, there’s been a corresponding increase in interest in co-
operatives as a vibrant and viable alternative business model. In recent years, therefore, there’s
been a significant revival and re-emergence of co-operatives, both in Australia and
internationally, as their resilience and relevance to the modern economy becomes increasingly
apparent. As more and more people seek local, ethical, and ecologically conscious alternatives to
big businesses, the co-operative movement will continue to grow, and there’s never been a
better time to start your own community food co-op.

The purpose of this manual is to provide guidance for others seeking to start and operate their
own food co-operatives in Australia. It includes an overview of key factors to take into
consideration, an outline of the process of forming your own co-op, and examples and insights
from existing food co-ops, with links to relevant information and resources, such as key
contacts and websites.



What is a co-
operative?

Blue Mountains Focd Co-op is a non-
distvibuTing velail co-operalive
with profits both veinvesTed in The
business and shared for The benefit

of The local community,

According to the Co-op Federation, the peak body for

co-operatives in Australia, a co-op is a

business or organisation owned and democratically
controlled by its members, who determine

both how the co-op is operated and what is done with
its profits. There are different types of cooperatives,
depending on whether their members are customers
(retail co-ops), staff (worker co-ops), or suppliers
(producer co-ops). In regard to its profits, a co-
operative may either distribute these to its members,
reinvest them in its business, or share them with the
community. Further information on the differences
between distributing and non-distributing co-
operatives is available from the NSW Department of

Fair Trading. In general, a non-distributing
cooperative is considered to be a more suitable
structure for smaller community organisations.

Co-operatives differ from public or privately owned
companies in that their primary purpose is to exist for
the benefit of their members, rather than to generate
profits for their shareholders or investors. This key
difference is expressed and further expanded upon in
the statement of co-operative identity, values and
principles, (next page) which was adopted by the
International Co-operative Alliance in 1995.


https://www.fairtrading.nsw.gov.au/

l International
Co-operative
Principles

Voluntary and open membership - Co-operatives are voluntary organisations open to all
persons able to use their services and willing to accept the responsibility of membership
without gender, social, racial, political or religious discrimination.

Democratic Member Control - Co-operatives are democratic organisations controlled by their
members who actively participate in setting their policies and making decisions. Men and
women serving as elected representatives are accountable to the membership. In primary co-
operatives members have equal voting rights (one member, one vole) and co-operatives at other
levels are organised in a democratic manner.

Member Economic Participation - Members contribute equitably to and democratically control
the capital of their co-operative. At least part of that capital is usually the common property of
the co-operative. Members allocate surpluses for any or all of the following purposes:
developing the co-operative, possibly by setting up reserves, part of which at least would be
indivisible; benefiting members in proportion to their transactions with the co-operative; and
supporting other activities as approved by the membership.

Autonomy and Independence - Co-operatives are autonomous, self-help organisations
controlled by their members. If they enter into agreements with other organisations, including
governments, or raise capital from external sources, they do so on terms that ensure
democratic control by their members and maintain their co-operative's autonomy.

Education, Training and Information - Co-operatives provide training and education for their
members, elected representatives, managers, and employees so they can contribute effectively
to the development of their co-operatives. They inform the general public, particularly young
people and opinion leaders, about the nature and benefits of co-operation.

Co-operation Among Co-operatives - Co-operatives serve their members most effectively and
strengthen the co-operative movement by working together through local, national, regional
and international structures.

Concern for Community - whilst focussing on their members needs and wishes, co-operatives
work for the sustainable development of their communities through policies approved by their
members.



History and origins:
Australia and internationally

Although the origins of co-operatives extend as far back as 15th century Scotland, the earliest
modern co-ops were formed in the mid-19th century in England, in response to the poor wages
and working conditions of the Industrial Revolution. Working class families pooled their meagre
funds to purchase food and other essential household items in bulk so that they could collectively
benefit from lower prices and the co-operative movement was born. The movement grew and
spread throughout Europe, North America and East Asia, and by the early 20th century, co-ops
existed in many countries throughout the world. Today, over one billion people worldwide are
members of co-operatives, which generate $US2.2 trillion in annual turnover.

In Australia, the first co-operative was established in Brisbane in 1859, a consumer co-op formed
in response to rising food prices. Co-operatives of various forms have been established throughout
the country since, many of which continue to operate today, and these include general stores,
credit unions, primary producer co-ops (e.g. farms and fisheries), and more.

The Lithgow Industrial Co-operative Society (pictured above) was formed in 1901 and was at one
time the largest co-op in the Southern Hemisphere. The co-op provided a wide range of goods and
services to working people at affordable prices in Lithgow and had multiple branches in nearby
towns. Goods provided included fresh produce, bread, and clothing, and services included
automotive, manufacturing, health, insurance, and import/export services.



Why form a co-operative?

As is evident in this brief history of co-operatives, co-ops are usually formed in response to a
community need; in order to provide solutions to problems that either exist because of, or that
cannot be adequately remedied via, the dominant capitalist economic business models.

In considering why you may want to form a co-operative, the first question to ask is, what need
do you seek to address? What economic, social, cultural or ecological problem would you like to
provide a solution for? What are the primary factors that are causing this problem? And how
could a co-operative help you to address this need or offer a solution?

For The purposes of This documenT. iT is assumed ThaT The need you seek To address or The

pvoblem gou‘d like To solve is availabiliTy of . and access To, healThy, affordable and

miwima”g pvocessed and packaged naTural and organic Toods.

Is a co-operative the right
business model for you?

The co-operative business model, like any other business model, has its advantages and
disadvantages. It is important to consider these carefully and to assess whether a co-operative is
the most appropriate model to provide a solution to your problem, or whether an alternative
business structure, for example, a sole trader, partnership, trust or company, may be more
suited to your purposes.

In NSW, a state government Business Connect advisor can provide information on the features of
the different business structures above. In other states and territories, contact 13 28 46 or
business.gov.au or your state government business development/support service.

For information specifically on the co-operative business structure, it’s best to contact the Co-
op Federation, who are the experts in the field. As the Federation sums up, if you are seeking a
business or organizational structure that is participatory, democratic, and principles-driven,
then a co-op is the right business structure for you!

Bccoming a member of The Co—op

Federation (From §99 per geav) entilles

you To advice supporT and hclp To sTarT

THE CO-OP FEDERATION your cun co-gp


https://fed.coop/
https://www.business.nsw.gov.au/support-for-business/businessconnect
https://business.gov.au/
https://fed.coop/

Photo Bathurst Co-op

Establishing your food
co-operative

Before you even begin the formal process of forming your food co-operative there are many
different questions to ask and issues to take into consideration. Establishing a co-op is as
complex and time consuming an endeavour as establishing any other form of business. Do you
have the time and motivation to see your project through to completion?

It’s important to understand and accept that growing a co-operative from its initial stages into a
stable and sustainable local business can be a slow process. Most successful co-ops in Australia
today began as small collectives and gradually expanded their operations over time. A successful
food co-operative can take time to grow.

Blue Mountains Food Co-op operated from its founding member’s garage with volunteer labour
for five years before it had sufficient resources to move to a rented premises and add a paid staff
member.

Bathurst Wholefood Co-op and Flame Tree Community Food Co-op in Thirroul commenced
retail operations in rented premises, but were reliant on board members and/or volunteers to
staff their stores for considerable periods of time before they had sufficient cash flow to add paid
staff members.



Photo Lyttleton Stores Co-op

Vision

Once you have defined the problem (the community
need) you are seeking to address and decided that a
consumer food co-operative is the appropriate
model through which to provide a solution, you
next need to define your vision.

Creating a shared vision is the first concrete step
toward forming your food co-operative. In its
earliest stages, this process may be as simple as
chatting with local family, friends and community
members about what you feel is lacking in your
local area and what you’d like to create for the
benefit of your community. What products or
services could you offer that would address your
identified problem? Who could your members
potentially be (your target market) and what are
their needs? And how could what you propose to
offer address these needs, be unique enough to
distinguish your co-op from competitors, and
provide enough of an incentive for people to join?

Don’t be disheartened if this process takes time.
Developing a vision and building community
support for it is an extended process, and every
successful food co-operative in Australia initially
began as a simple idea in someone’s mind.

Initially, your food co-op might be as simple as a
small group of community members who pool their
resources and purchase foods collectively in order
to take advantage of bulk pricing. Whatever the
origin of your co-op, however, for the purposes of
this document, it is assumed that your vision is to
create a larger, grocery-store style non-
distributing consumer food co-op, with
membership and sales open to the general public.

Bathurst Wholefood Co-op starTed when a small
group of biodynamic growers developed a vision
for a veTail autlet Through which They could
ohTain a Tair price for Their produce while

providing for Their local communiTy,



The bicdynamic growers who instigaTed
Bathurst Whelefood Co-operative found
very receplive audience and candidaTes for
Their orgaizing group by Tapping inTo an
isTing acTivisT network - The Bathurst

Commung Climate Action Network,

Having decided on your vision to create a grocery-

store style food co-op, a logical next step is to
convene a small working group. This group should
be comprised of people in your local community
who share your vision and passion for the project,
and who are as committed as you are to bringing it
into being.

It may already be apparent, on the basis of the
informal chats you’ve been having with local family,
friends, and community members, who will make
up your working group, or you may need to build
interest in your idea by sharing it within your
community. Initially, this could be as simple as
posting an invitation for people to register their
interest in creating a food co-op on a local
community notice board, inviting people to a
community gathering to share tea and ideas, or
asking for expressions of interest via social media
based local community groups.

Co-operatives in Australia require a minimum of
five founding members in order to become legally
registered (further information on registration to
follow), so it’s important to take the time to identify
key people who both share your passion for your
project and who can realistically commit to the time
required to be active participants in your working
group.



These working group participants will most likely become the founding members of your co-
operative. In any case, creating a co-op is far too much work for any one person to attempt on their
own. For these reasons, an active and enthusiastic working group plays a vital role in generating
the momentum to carry your co-operative vision through to its formation.

Mission statement

One of your organizing group's first and most important tasks will be to further develop and clarify
the need you are seeking to address via your vision for a food co-op, then to formalise and
document your food co-op's purpose in a mission statement.

A mission statement is simply an expression of the reason/s for the existence of your co-op, and
the basic principles that will provide guidance and inspiration to your organisation moving
forward. Your mission statement need only be one to a few sentences long, but it should describe
the basic motivation for the formation of your co-op, the activities it will undertake to achieve its
purpose, and the values that it will endeavour to put into practice through its operation. Your
mission statement will provide the direction for the aims of your co-op and the activities that it
will engage in as it grows.

Help!

OUV mission is To PVOVidC hlgh ‘l““mﬁ Having established your vision and your mission
statement, it's then time to formalise your

fOOd and “O"f”f"dhi PmdUCTS' and organising group by assigning clear roles and/or
responsibilities. A lack of clarity around the
To SUPPOVT and i"sl"i" members and next action to be completed, and who is
responsible for completing it by when, has
The local Commu"mﬂ Tomake hmm"ﬂ caused the downfall of many a community
. organisation!
and susTainable living choices.

By this point in your co-operative formation
- B|ue Mou"Tai"S FOOd CO_OP process it’s probably time to enlist some early
assistance. There are various manuals and
guides to forming a co-operative available,
although this is the only document that we are
aware of that is specifically focused on the
formation of consumer food co-operatives in

the Australian context.
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A key resource is the Co-op Federation. If your organising group lacks key skills and
capabilities, for example, in business development and planning, finance and accounting, legal
advice, etc., referrals to appropriate professionals should be sought, and the Federation can
provide you with an opinion on which referrals are most appropriate to your unique situation.
The Cvop Federation also pvovides a spccific cvopevaTive formaTion and regisTraTion
service, and has To daTe assisted dozens of communiTy groups T cither create new co-0ps

or To converT exisTiwg husinesses To a co—opevaTive sTrucTure.

ConTact The Co—op Federation Tor a Tree consulTaTion and quoTe for this service.

Another valuable resource to consider is the examples provided by similar co-operatives. In the
early stages of forming your own co-op, we highly recommend that you take a field trip to
other food co-ops within your local area and to those in other areas. Call in advance if possible
and ask if a manager or staff member might be available to show you around, share the story of
the co-op’s creation, and answer any questions. If there are no co-operatives available within
visiting distance of your local area, choose some in areas with similar population/demographic
statistics, and contact them to ask if a phone or online chat would be possible. Generate a list
of the key questions you’d like answered, and send it to the other co-op in advance of your call.



https://fed.coop/
https://bmfoodcoop.org.au/other-co-ops/
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The feasibility study

You’'ve formed your working group and clarified your vision and mission. You’ve identified some
key stakeholders: your target market of local community members/customers, perhaps you’'ve also
begun to consider some potential suppliers or funders for your project. Your organising group’s
next step is to conduct a feasibility study.

A feasibility study is completed prior to developing a business plan, and is exactly what it sounds
like - a study of how feasible your vision is. How realistic is it, really, to create a food co-op in
your local community? Are there any other businesses or organisations within your local area
offering similar products or services to what you envisage, and how successful are they or have
they been over time? If other organisations (for profit or not-for-profit) have attempted Lo offer
the products/services you would like to offer and have not succeeded, why not? And how could

your co-op achieve a different outcome?

If there are no local examples available within your
area to draw from, these same questions can be
asked of other areas with similar population and

”l(i f(’,asibilile STUdU secks To demographic statistics. For example, on the basis of
; the Bathurst Wholefood Co-op’s success, you could
answer one major qUCSTiO"? make a starting assumption that a consumer food
co-operative has potential to be viable if your area
Does youv food (o-0p have The has a population of 38,000 plus and a similar
demographic profile to Bathurst area. You can find
POTCWTial To become fi"a"Cia”U demographic and other statistics on your local

council’s website. Call the Office of Local
Viﬂhl@? Government on (02) 9289 4000 or go Lo
olg.nsw.gov.au/find-my-council.

14


http://www.olg.nsw.gov.au/find-my-council

Key questions your feasibility study should address

What are our strengths,

weaknesses,
opportunities and
threats? What makes our
model unique?
Who are our
competitors?
‘T~ 212 What is the
FeaSIblhty potential size of
stu dy our market?
What will our
up front & ongoing
costs be?

How many members
can we expect to

How much initial
attract?

capital will we need,
and how will we
raise it?



Photo Canva

If you'd like some advice and assistance with the process of conducting a feasibility study, or
even if you’d like to have a more informal chat about how realistic your vision might be before
you begin this process, consider contacting the Co-op Federation, or your local Chamber of
Commerce or start-up hub, which can often provide access to business mentors willing to share
their experience and expertise. The founding members of Bathurst Wholefood Co-op obtained
support in the very early stages from their local regional start-up hub, called Upstairs.

The business plan

If the results of your feasibility study are positive and your food co-op does appear to have the
potential to be financially viable, your next task is to develop a formal business plan. The
business plan seeks to answer all of the same questions as were asked in the feasibility study, but
in considerably more detail. It should include a detailed description of your vision, mission and
aims, your proposed products and services, your potential market — your members/customers
and their needs, all of the resources that you will require to establish and operate your co-
operative, including people and property, estimated financial costs, and potential sources of
revenue.

A comprehensive business plan is absolutely essential to expressing your vision/mission/aims,
garnering community interest and engagement, and obtaining financial capital, so it’s very
important to take the time to develop this properly. Again, you can contact the Co-op Federation
for advice and support, as you may need to seek referrals to appropriate professionals to assist
you through this process. If you don’t have the resources to obtain professional advice you could
again contact your local Chamber of Commerce or start-up hub, or check out this helpful online
how-to guide and template from the Federal government.

=

l l‘ c“ l‘i 'h h
¥


https://www.upstairs.org.au/
https://business.gov.au/planning/business-plans/develop-your-business-plan

Finance and capital raising

Depending on the size and scope of your vision, you may need to secure financing to cover both
your initial set up costs and to provide a stable cash flow until your co-operative is profitable.
Access to sufficient capital, not only during the initial set up period, but on an ongoing basis, will
significantly reduce financial stress during the crucial early start-up stages, and give your co-op
a much greater chance of growing into a stable and sustainable small business.

Your feasibility and business plans will have detailed how much finance you require and
identified some potential sources of revenue. There are many different options to consider,
including loans from banks and other financial institutions, microloans, angel investors, venture
capital, grants and crowdfunding. A comprehensive list of potential revenue sources for new
businesses in NSW is available here, in other states and territories, contact your government
business advisory service.

Bathurst Whelefood Co-op vaised initial start-up capital by issuing Community
Lnvestment NoTes. Valued ot between $1.000 and $5.000. The netes could be purchased by
anyone inTeresTed in funding The co-opevative. The CommuniTy Tnvestment Notes provided

funds To secure The co-ops lease. purchase vital equipment such as shelving and

refvigeraTors. and purchase initial sTock Tor sale. The value of The notes has since heen

gradually vepaid To investors, with a wominal amount of inTeresT.

17


https://www.business.nsw.gov.au/support-for-business/support/finance-your-business

Capital raising can also take place after your co-op is established, for the purpose of addressing

special needs or completing special projects. Manly Food Co-op obtained a My Community Grant
from the state government of NSW to refit and refurbish its store. Manly Food Co-op, Flame Tree
Co-op, and Lyttleton Stores Co-op have also made excellent use of crowdfunding platforms, such

as Pozible, for the purposes of raising much needed funds.

In Manly’s case, the co-op was experiencing considerable financial difficulties, and needed to
raise $40,000 within seven days in order to avoid an administrator being appointed. A Pozible
crowdfunding campaign was launched, with rewards for different pledges - everything from
beeswax wraps printed with the co-op’s logo, to sailing trips and other experiences donated by
the co-op’s members. Within a week, the campaign had raised $54,000 and the co-op successfully
navigated its financial difficulties and continues to this day.

Similarly, Flame Tree Co-op successfully used Pozible to raise over $80,000 to fund its move to a
new premises. Members with advertising skills donated their time and talent to produce a video
to promote the campaign, and again, donations of everything from books and health

consultations, to fundraising dinners at a local high end restaurant were offered as rewards for
pledges.

Lyttleton Stores Co-op also launched a very successful crowdfunding campaign on Pozible, to
fund conversion of their existing business to a co-operative structure.

Manly, Hame Tree and LyTtleton Stores Co-ops actions highlight The impor Tance of
engaging divectly with members and poTenTial members in sTore. and via phone and Text
To ensure the success of These crowdfunding campaigns (with emails being largely
ignored). Hame Tree even had o designated lapTop in sTore. so That peeple could see The

campaig video and p|edge on The spoT while Their moTivation To do so was high,

Save the Manly Food Lyttleton Stores
Co-op Campaign Start-up Campaign



https://www.pozible.com/project/save-the-manly-food-co-op
https://www.pozible.com/project/flame-tree-relocation-campaign
https://www.nsw.gov.au/projects/my-community-project
https://www.pozible.com/
https://www.pozible.com/project/save-the-manly-food-co-op
https://www.pozible.com/project/flame-tree-relocation-campaign
https://www.pozible.com/project/flame-tree-relocation-campaign
https://www.pozible.com/project/lyttleton-stores-co-operative
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el Framework: C -operaties
National Law

The legal framework that governs co-operative organizations within Australia is the Co-
operatives National Law (2012). This is a set of laws governing the formation, registration and
maintenance of co-operatives that has been progressively adopted by each state and territory in
Australia. NSW adopted the law in 2014.

The Co-operatives National Law enables co-operatives to operate on a national basis, defines the
statutory duties of Directors and Officers, defines the reporting obligations of co-operatives, and
improves access to external capital, among other things.

Rules

In accordance with the Co-operatives National Law, a co-op must operate under a set of Rules,
which are essentially a contract between the co-operative and its members. The Rules detail such
matters as the co-operative’s activities, governance arrangements, democratic decision-making
processes, rights, responsibilities and liabilities of members, grievance procedures, fundraising,
and financial reporting obligations. The Rules are also a contract between the co-operative and
its directors, who are initially elected by the members of the co-operative at its formation
meeting. Together with a notice of intention to apply for registration as a co-operative, these
Rules are submitted to the Department of Fair Trading for approval prior to a formation meeting
being held. Further information and model rules are available from the NSW Government

Department of Fair Trading.



https://www.fairtrading.nsw.gov.au/associations-and-co-operatives/co-operatives/running-a-co-operative/co-operative-rules

The Formation Meeting

Once the co-operative’s Rules and notice of intention have been submitted, the next stage in the
registration process is to hold a formation meeting. This formation meeting must take place
within 2 months of the Department of Fair Trading approving the co-operative’s Rules. As
mentioned previously, a minimum of five prospective members are required for co-operative
formation, and a Chairperson and Secretary must be elected at the meeting, to chair the meeting
and to record the minutes of the meeting, respectively. The Chairperson must move a resolution
that the co-operative be formed, its Rules be adopted, and its application for registration be
authorized, and this resolution must receive a two-thirds majority vote at the meeting. A board
of Directors, who will oversee the strategic direction of the co-operative, its financial and legal
obligations, and potentially its operations, will also be voted on. Once all of these requirements
have been completed, you are ready to register your co-operative!

Registration

An explanation of the entire registration process, together with relevant templates and
application forms for NSW, is available from the NSW Government Department of Fair Trading.

For other states and territories, contact the Co-op Federation for advice on the relevant
government body to contact. As discussed previously, the Co-op Federation also offers a co-
operative formation and registration service, contact the Federation for further information and
a quote.

Once you have registered your co-operative, you do not need to register your business name
separately. However, if you would like to register your business name prior to registering your
co-operative (in order to protect the name and prevent it from being used by another business),
see the Australian Business Register or call 13 92 26 for further information. Be aware that if you
do register your business name first, Fair Trading will require additional documentation from

you before you can register the same name for your co-operative.

20


https://www.fairtrading.nsw.gov.au/associations-and-co-operatives/co-operatives/starting-a-co-operative
https://www.abr.gov.au/

Membership

As discussed, a co-operative is by definition a member-owned organization, so one of the early
tasks of your newly formed board will be to determine the criteria for membership, its benefits
and obligations, and its cost. Most food co-operatives in Australia charge an annual membership
fee in exchange for a shopping discount, and some may also have volunteer labour requirements,
although volunteering is usually optional.

Membership fees vary considerably between food co-ops in NSW, as shown in the table below.

MEMBERSHIP MEMBER
CO-0OP i
FEE DISCOUNT
Blue
Mountains
Alfalfa
House

Flame Tree

Manly

Bathurst

Lyttleton
Stores

Manly Food Co-op previously charged a membership fee of $40 per year, but in recent years
decided to drastically reduce this to $5 per year, on the philosophical basis that the co-op should
make its profit through product sales rather than membership fees. Member numbers rapidly
increased from approximately 600 to over 3,000 in response, and this has resulted in the co-op
having more regular shoppers with more motivation to spend, as reflected in its sales figures. In
addition to this increase in sales, the co-op notes that the lower membership price has had other
benefits. The co-op’s membership base is substantially more diverse since lowering its
membership fee, with people who previously may not have considered themselves
“environmentalists” joining and being influenced to buy more bulk foods and reduce their use of
plastic packaging as a result. This larger membership base is also of major benefit when it comes
to obtaining grants; the co-op's successful application for a NSW Government My Community
Grant was achieved by contacting its many members by phone call or text message and asking
them to vote.
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Member benefits

It is important for your co-operative to emphasise to the community that membership offers
many other benefits in addition to a standard shopping discount.

Members can determine whom the co-operative’s directors will be by voting at the Annual
General Meeting, and can nominate to serve as directors themselves. In this way, they can exert
considerable influence over the strategic direction of the co-op. Becoming a member of a co-
operative also allows people to express their support in a very practical way for a small business
whose benefits flow immediately to the local community, rather than for a big business whose
profits leave the local community and flow to investors and shareholders who may live very far
away.

Co-op members can also volunteer in store, which not only enables them to earn a greater
discount on their shopping, but to learn new skills, gain valuable work experience, and form new
social connections.

Manly Food Co-op offers members an exclusive
discount on a range of basics: staple foods such as
juicing apples, potatoes, carrots, onions, rice, lentils
and chickpeas, with a very low (cost plus 10%) mark up.
This is helping to make organic food more accessible
to people who otherwise couldn’t afford it.

Bathurst Wholefood Co-op members have been offered
special access to unique local products and events,
including being able to pre-order packs of local,
ethical and biodynamically-produced beef. Member-
only dinners and Christmas parties featuring local
food and wine have also been organised.




Governance: Directors &
managers

As discussed, the directors of your co-operative’s board will be elected at the formation meeting,
and are responsible for the co-op’s strategic direction, financial and legal obligations, and
possibly its operational requirements. Depending on the size and financial resources of your co-
op, a manager or management committee may be employed to oversee its day to day operations
in lieu of the board, however the board will still retain responsibility for strategic direction and
legal/financial obligations. Many co-operatives commence operation with a board only, and add a
paid manager or management staff once they become profitable or grow beyond a certain size.

The directors of the board will typically meet around once per month, and make strategic
decisions for the co-op’s benefit, which are then implemented by the manager and/or staff. They
will also ensure that the co-op meets its legal and financial obligations, which are outlined in the
Co-operatives National Law. The extent of these requirements varies considerably, depending on
the size of the co-operative, and include such things as what financial records must be kept,
provided to members, and reported to the Department of Fair Trading.

A useful guide to the different roles undertaken by directors can be found here. Further
information on financial reporting and record keeping requirements for co-operatives is
available here.

Blue Mountains Food Co—op, had a
series of co-ordinaTors in iTs carly
days. buT did woT employ The

equivalch of a full Time paid

Licenses &
permits

Depending on the location and the exact nature of your co-operative, you may require certain

manager unil 2006,

licenses and permits. Further information can be obtained from Service NSW at
www.service.nsw.gov.au or by calling 13 77 88, or contact your equivalent government body in
other states and territories.

Your local council may also have certain requirements that you will need to comply with in order
to operate your co-op. Call the Office of Local Government on (02) 9289 4000 or go to
olg.nsw.gov.au/find-my-council for contact details of your local council in NSW, or contact your

equivalent state or territory government organization.
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Location, location, location

The first and most important practical consideration for the board of your grocery store style
food co-op will be choosing where the store will be located. The old real estate mantra, “location,
location, location” is of prime importance when it comes to your co-operative’s success. This is
demonstrated in the example of the Blue Mountains Food Co-op, which more than doubled its
turnover in a single year (2006), when it moved from a small shop in an old arcade to a much
bigger premises in a busy laneway off the main street of Katoomba. This growth was the result
not only of the new shop’s larger floor space, but of the new location’s proximity to other food
shops, especially to large supermarkets, to ample car parking, and to key services, such as banks
and the local post office.

Flame Tree Cofop appvoximaTelg doubled iTs Turnover afTer MOViNG across the streel Toa
bigger premises located close To a vailwag sTaTion and next To a popu|av café. And Mawlg
Food Cc~0|o almost Tvipled its Takiwgs wiThin a Tew monThs of moving To a new locaTion on

a husnﬂ, main street. wexT To a Coles supevmavkeT wiTh uwdevgvouwd pavkiwg.

In considering where to locate your food co-op, proximity to other food shops, car parking, and
key services should be your major consideration, with locations on roads with lots of foot traffic
(for visibility) and access to public transport being other desirable features. Cheaper rents for
shops located far away from these facilities and services may be appealing, especially in the early
stages of your co-op’s life when finances may be limited, but it’s likely you’ll find these locations
will substantially limit your co-op’s capacity to attract new customers.

Shoppers often come to Blue Mountains Food Co-op for one or a few items but leave with
substantially more when they see what’s on offer. If your potential shopper only wishes to buy
one or a few items, but will have to make a separate trip by car because your store is not located
within walking distance of where they are doing the bulk of their shopping and errands, they will
likely decide the time and effort involved is too much.

This issue of location inhibiting growth is evident in the case of Lyttleton Stores Co-operative, in
Lawson in the Blue Mountains. While Lyttleton Stores Co-op has a very loyal local following, its
location on a back street on the opposite side of the highway from existing food and other shops
and services, combined with State Government limitations on signage along the highway (a sign
with the co-op’s name or even an “open” sign with an arrow, for example, is not permitted) has
limited the co-ops visibility, accessibility as a shopping location, and capacity to grow its
membership.

Ultimately, when it comes to location, you may need to compromise if there are financial
limitations. Bathurst Wholefood Co-op is located in a tiny arcade off the town’s main shopping
street. While the shop’s location is not ideal, its proximity to the main street is very desirable,
and the rent is approximately 1/5 of what it would be if the co-op were located on the main street
itself.
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Setting up shop

Having chosen a desirable location for your co-op, the board’s next task is to assess the features
of any retail premises available for rent. You won’t necessarily be able to achieve everything on
your wish list, but key features that you should seek include:

Sufficient shop floor and storage space: Blue Mountains Food Co-op has a shop floor area of 9o
square metres in its main shop, where all food is sold, and 60 square metres in its additional
shop, where non-food items, such as cleaning and personal care products and gifts, are sold. In
addition, it has an area equivalent to approximately half of its shop floor space as designated
storage and finds even this is inadequate at times.

Less than this shop floor and storage area may be sufficient for smaller co-ops with a lower
turnover, but we recommend an absolute minimum of 50 square metres as shop floor space. Any
smaller than this and it will be difficult to carry enough product lines to entice members and
shoppers to your store and to display them in an appealing way.

Access: Access for both people and product needs to be carefully considered when you are
assessing potential premises. Wide, well-lit shop entrances/exits without stairs are ideal for
shoppers who may be elderly, less mobile, or carrying heavy baskets or bags.

A loading dock that is accessible by truck is ideal for food co-operatives, due to the nature of the
product being delivered. At the very least, if a loading dock is not available, there should be a
designated delivery zone and/or truck parking area located as close to your co-operative as
possible.

Another aspect of accessibility worth considering is accessibility for pests! Rodents in particular
may find older or less well-maintained premises easy to enter, and they may be reluctant to leave
a warm and sheltered store that is full of good food for them to eat! Be prepared, if you choose a
premises such as this, to budget for regular pest management services.
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Office space: This could potentially be offsite
or home based if need be, but it’s ideal if the
manager and/or stock manager are based at
the shop’s premises, for ease of ordering, to
provide additional customer service support
during busy periods, to deal with any difficult
issues that arise, etc.

Aspect: A final and very important
consideration is your potential store’s aspect.
Average annual temperatures are projected to

continue to increase as a result of the climate
crisis, and you will be selling fresh and highly
perishable food products that will easily wilt
and spoil in the heat.

A cool and sheltered shop location is ideal, or at the very least, we recommend avoiding
western facing shop fronts with large windows, or your co-op will have the considerable
economic and environmental expense of operating air conditioning units continuously.

When Hlame Tree Co~0|o moved To iTs new premises with wesT-Tacing windows. some of iTs
gravily fed dispensers were veceiving divect sunlight. The combination of sunlight, heat,
aiv Cas The dispensers ave ot aivtight) and organic grains. wuls. etc. vesulTed in problems
wiTh pests. and The co-op had To invesT in window TinTing and an addiTional aiv
condiTioning unit in order To manage This. This. in Turn. caused oTher issues To arise:
feedhack from Tocus groups vevealed That The window TinTing inTerferes with peoples
ahiliTy To casily sec wheTher or weT The sTore is open and To view sTore window displays.

As a result, Flame Tree Co—op is now considering rearvanging ifs sTore |ag0uT.
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Storage

With the board having chosen a retail premises to rent, the next consideration is to assess the
total area that is available for storage, and to decide how this space can best be used. Given the
nature of the goods needing to be stored in a food co-op, which will likely include 20-25kg bags
and boxes of bulk foods, it’s very important that adequate shelving be installed, both to prevent
staff from moving stacks of heavy boxes unnecessarily, and to ensure that shelves are strong
enough to maintain their loads.

We recommend heavy duty industrial-style steel shelving, which can be purchased from
hardware stores. Suitable shelving will advertise its load capacity e.g. “total weight capacity of
625kg per shelf”. For both shelf stability and to reduce the risk of worker injury, heavier items
should never be stored on higher shelves, so it’s important to ensure enough shelving units are
available for all heavier items e.g. 20-25kg bags and boxes, to be stored between ground level and
waist height.

While bulk boxes and bags can be stored directly on lower shelves, smaller, lighter items such as
bags of herbs and spices or individual boxes of tea are best stored in clearly labelled containers
on higher shelves. We recommend large plastic storage tubs with fitted lids, such as can be
purchased at hardware and office supply stores, to prevent spoilage caused by dust and pests
such as pantry moths.

Bathurst Wholefood Co-op recommends similar tubs, or large barrels with screw top lids, as well
as keeping everything possible in refrigerated storage, to deter pests. On that note, it’s vital to
ensure that bulk bags and boxes of grains etc. that are not stored in sealed plastic tubs or barrels
are carefully closed once opened, by rolling the opened end of the bag tightly and sealing

thoroughly with packing tape.

A commercial cool voom is
required To store refrigeraTed
iTems. and should also be fiTTed
wiTh heavy duTy sTainless sTeel

shelving, and plasTic Tubs for
sToring smaller individual iTems
Tha' could be casily losT on
shelves.
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Display

How your co-op chooses to display items for sale will vary considerably, depending on the size of
your retail area and the composition of the products you decide to sell. If you are selling mostly
individually packaged items (whether these are commercially pre-packaged or packed on site
from bulk bags and boxes), then heavy duty shelving units, such as those described above, should
be sufficient, however, many food co-ops choose to sell food from bulk dispensers, so that
customers can purchase as little or as much of an item as they wish.

There are various bulk dispensing options available, such as individual canisters with fitted lids,
wall mounted gravity fed dispensers, stainless steel drums with taps, and larger bulk storage bins
that sit at ground level, each of which has advantages and disadvantages. Blue Mountains Food
Co-op uses a combination of these display units, depending on the type of item for sale:

-Smaller lighter items such as teas, coffees, herbs, spices, confectionary etc. are mostly stored in
0XO-style food storage containers with pop-top lids. These are light weight, easy for customers
to access, and relatively inexpensive, but they do require remaining product to be emptied into a
separate container before they can be refilled, in order to ensure stock is rotated.

\ /

-Dried beans, peas, lentils, chocolates, etc. are mostly housed in gravity fed dispensers. These
make excellent use of retail space that would otherwise be too high to safely store heavier bulk
items for customers to access, and can be refilled from above making stock rotation easy.
However, they can be challenging for workers to refill without spillage and often result in spills
when used by customers as well, so food waste is an issue with them.

-Stainless steel drums with taps for bulk liquids such as oils, honey and vinegar, are convenient
for customers, but again can be challenging for workers to refill safely due to their heavy weight
when lifting them on/off shelves. Customers also frequently spill the contents, which can be a
major safety hazard, especially in the case of oil spills.
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-Bulk storage bins at ground level are used to store heavier bulk items that turnover frequently,
such as rolled oats, rice and other grains, and sultanas. These are easier for workers to safely fill
than the gravity fed dispensers, however, they again require remaining product to be emptied
into another container before they can be refilled, and also require customers to bend over to
access the product using a scoop, which can be difficult for people who are older or less mobile.

Lyttleton Stores Cc—opevaTivc recently acquired a wall unit sTyle bulk sTorage unit,
which contains mulTiple plastic bins with simple flip-sTyle open/close lids. This has
improved The visibiliTy of The producT on display. however. The lids have proven To be
madequale To keep pests oul of The products (wheTher hecause lids ave being lefT open

or hecause pesTs are able To gain aceess To The dispewsevs awgwag), so ifs use has

uwfovTuwaTelg heen associated wiTh increased stock losses.
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- For items requiring cold storage, well-lit commercial display fridges with glass doors are
recommended, rather than open display fridges, which are considerably less energy efficient and
therefore more costly (financially, and environmentally) to operate.

Probably the best solution to the storage of bulk food items is to have a retail space large enough
to enable all items to be stored at or above waist height and in individual bulk containers with
fitted lids and scoops. The Source Bulk Foods (various outlets across Australia) provides a good
example of such a display. It is also ideal to have sufficient customer service staff available to
support customers to access the bulk products, particularly if they are new to this style of
shopping, or are older or less mobile e.g. a parent trying to shop while carrying a child.

POS (Point of Sale) system

There are many POS software packages available for grocery store style businesses to choose
from, however, as a co-operative, you will need to purchase a package that is customizable. This
is because co-operatives have specific requirements for their POS systems that are unique to
their business structure.

Key features your POS system will require:

¢ the capacity to record and update membership status and to apply membership discounts to
purchases

e the capacity to record and apply volunteer discounts to purchases

¢ the capacity to apply bulk discounts to purchases

® the capacity to connect to a scale and to record weights of products to be purchased

e the capacity to tare weights of jars and containers

Ideally, your POS software package would also have stock control capabilities, the capacity to
generate labels, including complex barcodes (for individually weighted and packaged blocks of
cheese, for example), and the capacity to integrate with rostering software (such as Deputy),
accounting software (such as Xero or MYOB), and with your website if your co-op wishes to
accommodate online sales.

POS systems to consider:
Vend Poswise Idealpos

Some of The above scftware can be purchased
very affordably Through Comnecting Uy an
Nustralian chavity providing The not-for-profit
sector with donated and disceunted 1T products
Procf of wot-for-profit status is required and
con be ohTained by confacting The (c-op
Federation if you are a member and requesTing a

leTTer on leTTerhead
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https://www.deputy.com/au?utm_source=google&utm_medium=cpc&utm_campaign=b_apac_au_all_brand&utm_content=txt&stream=all_oth&dh=pd_se_adw&ef_id=CjwKCAjw1JeJBhB9EiwAV612y0RgD70KEjHmutC8YDLCA_jV6yICdFFWTOFvousd0l4gCna3m1M_thoCkIQQAvD_BwE%3AG%3As&s_kwcid=AL%216125%213%21392072709559%21e%21%21g%21%21deputy&gclid=CjwKCAjw1JeJBhB9EiwAV612y0RgD70KEjHmutC8YDLCA_jV6yICdFFWTOFvousd0l4gCna3m1M_thoCkIQQAvD_BwE
https://www.xero.com/au/
https://www.myob.com/au
https://www.vendhq.com/au/
https://www.vendhq.com/au/
https://www.poswise.com.au/pos-system/software.php
https://www.idealpos.com.au/
https://www.connectingup.org/

Manly Food Co-op uses Vend for its POS software. which inTegraTes with both its vosTering
(Deputy) and accounting (ero) software vesulting in subsTantial savings in
adminisTrative Time and expense. Since adopTing This system. payrall Tor 18 sTaff can he
compleled in as liTtle as 15 minutes. The co-op curvently does net of fer online sales so

wehsitTe incgvaTiow isnt a consideraTion,

\¢

\¢

Hame Tree Co-op has made clever use of its PosWise system during The pandemic. by
having The company provide it with a compatible wehsite Tor online sales. The Co-op was
able To vapidly pivel durving The pandemic as a vesult, shifting all sales Trom in sTore To
online within o one-week period. Customers ordered and paid culine, and sTore staff picked
and packed The orders. which cusTomers collecTed on avvival aT The sTore. vaTher Than
coming in and shopping Themselves. This allowed The co-op To vemain opevational, while

reducing healTh visks To sTaff and oTher cusTomers.
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Product sourcing

Deciding what to stock, how much to stock, and from where to source it are huge questions, the
answers to which will vary considerably depending on your co-op’s unique community and
circumstances. One initial strategy to decide these questions is to survey your potential members
to see what sorts of products they’d most like to buy and why. While you won’t necessarily be
able to accommodate everyone’s wishes, it’s important to have enough variety of product in stock
to attract sufficient members and customers for your co-op to become financially viable.

Bathurst Wholefood Co-op commenced trading with a limited range of stock, mostly fresh fruits
and vegetables, but was reliant on volunteer labour and donations from the community to remain
in business in its earliest years. Retail sales improved as other categories of staple items were
added, such as dairy products, eggs, bread, and tea and coffee. However, it was several years
before a wider variety of goods, including bulk grains, beans, nuts, herbs and spices, etc. was
added, and several more years before the co-op became profitable. This suggests that, if possible,
it may be better for your new co-op to commence operations with a relatively broad range of
staple foods.

Lyttleton Stores Co-op has approximately 880 items available for sale (with prices) on its online
shopping list, which is available here. This is an excellent example of a relatively small co-op
nonetheless providing its customers with a wide variety of bulk and packaged products for
purchase. You could use Lyttleton’s list as an example, and consider asking other food co-ops to
share a list of their most popular products or product categories too. If you were to obtain lists
like this from several different co-ops and look for the commonalities between them, that would
be an excellent starting point from which to begin ordering.

Some of the most popular products sold ot Blue MounTains Food Co-operative include
free range eqgs
local raw honey
apples ¢ hananas
potaToes. carvols ¢ broceoli
ginger ¢ garlic

soy milk

32


https://drive.google.com/file/d/1W5C_pOnSqCdSGd_0SFASUPhnfI1w5CN7/view

Suppliers

Suppliers include everyone from independent producers of individual items to wholesalers and
distributors offering thousands of different products to choose from. As a new co-op, it’s
probably best to begin by ordering from one or more of the larger natural and organic food
wholesalers and distributers, rather than by ordering from many of the smaller suppliers. This
will not only save time and reduce the complexity of ordering, but will potentially allow your co-
op to take advantage of bulk discount offers as well.

Honest To Gooduess is The |avgesT waTural and organic bulk Tood supphev in Australia. and

offers a D% discount on orders over $9.000.

With a good basic range and supply of high demand
products in stock, your membership base and sales will
have potential to grow, and you’ll be able to designate
more staff hours to ordering and expand your suppliers
accordingly in time.

After ordering all of the basics from bulk suppliers, who
may be located quite far from your co-op, an excellent
next step would be to consider ordering some items
unique to your local area, so that your co-op features the
talents of local producers.
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https://www.goodness.com.au/

Bathurst Wholefood Co-op now carries a large range of local specialty foods to appeal to the
tourist trade, including jams, honeys, olive oils and coffees, and both Blue Mountains Food Co-op
and Lyttleton Stores Co-op carry a range of local arts and crafts for purchase. Additional smaller
suppliers offering unusual products that can’t be obtained from the larger
wholesalers/distributors can then continue to be added as staff resourcing allows.

It is good practice to develop a purchasing policy that reflects the values of your membership in
the early stages of your co-op’s operation, and for all purchasing decisions to be made in
accordance with this policy. Further information on policy formation and templates will be
provided under “policies and procedures”.

-
"
-
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Some key wholesalers and distributers of bulk organic and natural foods (available NSW and
nationally) include:

Honest to Goodness

Global By Nature

Unique Health Products

Kadak

Spiral Foods

Some key wholesalers and distributers of bulk organic fruits and vegetables in NSW include:
Back to Eden

Organics Direct

Eco Farms
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https://www.goodness.com.au/wholesale-distributors-organic-food/
https://globalbynature.com.au/
https://uhp.com.au/
https://www.kadac.com.au/
https://spiralfoods.com.au/
https://backtoeden.com.au/
http://nagroup.com.au/
https://www.ecofarms.com.au/

Packaging

Although food co-operatives in Australia have typically been focused on providing bulk foods
with minimal packaging for their customers to purchase, they are increasingly providing pre-
packaged foods as well. At Blue Mountains Food Co-op, customer demand for pre-packaged
foods has been increasing for several years. This may be due to a variely of factors, anecdotally,
however, many people are increasingly time poor and would simply prefer a packaged product
from the shelf that they can “grab and go”, rather than having to bring their own containers to
fill from bulk food dispensers.

Recycling, re-using, re-purposing and composting plays a major part in Blue Mountains Food
Co-op's packaging control.

Cardboard boxes are re-used for shoppers, all organic waste is composted, soft plastics are
recycled, and other bulk containers are either returned to suppliers for re-use or given away to
the public for re-purposing.

Blue Mountains Food Co-op has also partnered with a local dental surgery to recycle dental
waste - plastic toothbrushes, toothpaste tubes, floss containers etc. through TerraCycle.
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https://www.terracycle.com/en-AU

UltimaTely, how much packaging a co-operative is willing To ToleraTe in the products it
sells will be deTermined by iTs purchasing policy. Some food co-operatives. such as Manly
Food Cc‘fop. are specifically Tocused on providing a zevo-wasTe, package free shopping
environmenT Tor Their cusTomers.

[T imporTaut To vemember, however, That zero-wasTe shopping is exceedingly difficult

in pracTice. even bulk bananas puvchased from The organic market in Sljdl’l(’,lj come

packaged in a card board box That is lined wiTh a plasTic bag.

While some food co-ops aspire to provide only bulk foods and to be zero waste operations, Blue
Mountains Food Co-op does not believe that this is likely to be financially viable as a long term
strategy, and as a result, we choose to sell a mixture of bulk and pre-packaged foods. Even

though surveys indicate that members value being able to purchase in bulk, the fact remains that

pre-packaged sales are increasing every year. Failing to provide what customers are actually
buying (as opposed to what they aspire to buy) may result in them choosing to shop elsewhere.
This is particularly the case considering that supermarkets now stock many organic and natural
food items that could previously only be purchased from health food stores and co-operatives.
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Blue Mountains Food Co-op takes the pragmatic view that by offering a variety of bulk and pre-
packaged goods, it will be likely to attract more customers and increase the chance that at least
some of the weekly food budget of those customers will be devoted to bulk goods, whereas
previously it may have been none. Most bulk foods, while not exactly “zero waste”, are at least
less packaged than their pre-packaged alternatives, so this is a move in the right direction.

Mark up & profitability

Before your co-op can begin selling to its members and shoppers, its board or manager will need
to decide on appropriate mark ups for the different categories of organic and natural foods that
you plan to stock in store. Choosing appropriate mark ups can be a challenging process due to
the delicate balance between providing your members and shoppers with the best possible prices
and ensuring your co-op is financially viable in the long term. If prices are too high, it will be
difficult to attract and retain new members and shoppers, conversely if they are too low, your
capacity to cover routine expenses and to accumulate funds for unexpected expenses,
emergencies and future expansion will be compromised.

After 40 years of experimentation, Blue Mountains Food Co-op has determined the mark ups for
its different product categories that we believe achieves this delicate balance. These mark ups
can potentially be shared with newly forming co-operatives with the intention that they offer an
example only, they may not be appropriate to your co-op’s unique situation and you may require
higher or lower mark ups in order for your operation to be successful. It is recommended that
you consult with an accountant, business or financial advisor to obtain independent advice in this
regard, again, the Co-op Federation can provide you with recommendations or referrals. For
further information regarding Blue Mountains Food Co-op's mark-ups, contact the
administration manager for a confidential discussion on (02) 4782 5890.

Blue Mountains Food Co-op’s mark ups are generally applied to the wholesale prices of products
to become the non-member prices in store. The member prices are then set at 10% below the
non-member prices. While for the sake of simplicity these mark ups are applied as consistently
as possible throughout the store, there are a few “exceptions to the rule” as follows.

Firstly, if a pre-packaged item has a recommended retail price determined by the manufacturer,
then this is adopted as the non-member price, with the member price being 10% below this. This
is generally more profitable for the co-op than strictly following the mark up guidelines above
and as a result, it allows the co-op the flexibility to reduce prices of other items correspondingly,
while still remaining profitable.
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Secondly, prices of certain items may be reduced below these regular mark up prices if they
would otherwise be notably more expensive than those of our competitors. This is particularly
the case in regard to staple items such as bread, milk, etc. Consumers are very price conscious
when it comes to these staple items, and will often form an impression of whether or not a store
is “too expensive” on the basis of these. For this reason, other co-ops have successfully employed
low mark ups on staple items as a strategy to attract new members and shoppers to their stores.
In the case of non-staple items, as a general rule, it’s ideal if your co-op’s prices are never more
than 10% above those of your competitors. Prior to finalizing your prices, therefore, it’s a good
idea to

identify your major competitors and to conduct a price comparison in store.

Finally, bulk purchases al Blue Mountains Food Co-op attract an additional 10% discount,
whether shoppers are members or non-members. Bulk discounts are generally applied according
to the unit volume of an item that is purchased from the supplier. For example, if an item is
received from a supplier in a 10kg bag or box, then a bulk discount will be applied to purchases

of 10kg or more. Similarly, if an individually packaged item is received in a box of six, for
example, in the case of soy milk, then the bulk discount will be applied if the shopper purchases
six or more.

Manly Foed Co-op sells bulk organic
milk aT helow cosT price To
alTract shoppers who Then
purchase additional iTems of

vcgulav prices.
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How to shop

Educate your members on how to shop with clear signage and provide assistance when needed.

HOW TO SHOP

FILLING YOUR OWN CONTAINER

_,,\_,

WEIGH YOUR CONTAINER WRITE THE CODE ON YOUR
AND WRITE DOWN THE CONTAINER
WEIGHT

FILLITUP
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Staffing &
volunteers

Staffing requirements for your co-operative will also vary greatly, depending on the size and
scale of your operation, however, one basic question to be considered by the board early in the
planning stages is whether or not or to what extent to rely on volunteer labour. For some food
co-ops, volunteer labour provided by members comprises a significant percentage of their
overall labour budget, which substantially reduces store operating costs. At the Park Slope Food

Co-op in Brooklyn, NY, USA, all members are required to complete several hours of supervised
volunteer labour per month. This system may work best for food co-ops located within large
cities and with sizeable populations of potential members/workers to draw from, but may be less
suited to co-ops in smaller cities and towns.

Although volunteers make a valued contribution to the day to day operations of the store
(contributing an average of 2000 hours of labour per year) at Blue Mountains Food Co-op, all in
store customer service and sales positions are held by paid staff members. This is because
customer service and sales requires specialised skills and knowledge, such as cash handling, POS
operations, familiarity with products and ingredients etc., that cannot be easily imparted to a
volunteer working only a few hours per month. Volunteers therefore complete the more
mundane but necessary tasks, such as refilling paper bags and pencils, washing dishes and
laundry, and cleaning.

This mixture of paid and volunteer labour works well within this context, with customer service
and sales provided to a professional standard, and volunteers providing additional support that is
particularly valuable during busy periods. This enables the co-op to keep labour costs and
therefore product prices to a minimum, while also ensuring that key store functions are
maintained in the event that a member does not arrive for a volunteer shift, which is
unfortunately a frequent occurrence with volunteer labour.
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Blue Mountains Food Co-op, Lyttleton Stores Co-op, Bathurst Wholefood Co-op, and Flame Tree
Co-op have all had ongoing challenges with volunteers not arriving for shifts that they’'ve
committed to doing, highlighting the necessity of a reliable paid work force for essential store
operations.

Some co-ops have made excellent use of occasional volunteers with specialist skills. Health
practitioners, such as naturopaths, herbalists, and dieticians are available at Blue Mountains
Food Co-op for in-store events and blog contributions for the website; Lyttleton Stores Co-op
has a volunteer photographer; and Flame Tree Co-op has a volunteer accountant and grant
writer.

Manly Food Co-op has been especially innovative in its use of vemote volunTeers with
special skills for Tasks ThaT were previously compleTed by paid sTaff. VolunTeers now
process all invoices remotely using cloud-hased softwave. This vemote volunteering also has
The advanTage of enabling people who mighT oTherwise weT be able To volunTeer in sTore.

for example, pavewTs wiTh young childven, To be acTive conTribuTors To The Co-0p.

Compensation provided to volunteers varies considerably between co-operatives. Blue
Mountains Food Co-op volunteers are “paid” per hour with volunteer points which can be
exchanged for a 20% discount on their shopping up to a certain value. These points can be
accumulated by the member, or donated to another member, and they never expire. At Lyttleton
Stores Co-op, by contrast, volunteers are rewarded with a 20% discount for one-two weeks,
depending on how many hours they have volunteered, and can apply this discount rate to as
much or as little shopping as they like during this time period.

For practical information pertaining to paid employees in
NSW, including information on

mandatory minimum wages and working conditions, rights
and obligations, superannuation and

insurance, see the NSW Government Industrial Relations

Commission or call 13 16 28 for advice. In other states and
territories contact your equivalent government department.

The General Retail Industry Award 2020, which can be FOV insurance puVIOOSCS, all
applied in the absence of an Enterprise Bargaining

Agreement, is available here. volunteers must be Tinancial
Throughout Australia, in the event of a dispute regarding

wages or working conditions, contact your union or the Fair members of your CO-O'O.

Work Ombudsman on 13 13 94.
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Communication & conflict
resolution

As in any business or community organisation, poor communication skills on the part of the

board, management, employees or members/customers can cause misunderstandings to arise
and conflicts to occur. These can not only result in considerable distress to the parties involved,
but can compromise your co-operative's growth, development and even long term viability. The
Co-operative Principles outlined previously, as well as the ASX’s Good Corporate Governance

Principles offer models that can be adopted by co-operatives to enable them to achieve their
objectives and to grow into viable operations with a minimum of conflict. These principles, in
turn, can inform the policies, procedures and practices that your co-op implements in its day-
to-day operations.

In the event that a conflict does occur, the principles and practices of Non-Violent
Communication can offer a means to a resolution. See the Centre for Non-Violent

Communication for further resources. If the conflict is ongoing or is unable to be peacefully

resolved to the satisfaction of the parties involved, it may be necessary to employ a professionally
trained mediator to help the parties reach a mutually acceptable solution. It is always better to
do this sooner rather than later if the conflict is having a negative impact on the parties involved,
and particularly, if this negative impact is extending to other people within or outside the
organisation.

In the event of a conflict that is not internal e.g. a dispute between your co-op and a customer,
supplier, other business, or landlord, assistance is available in NSW through the Office of the
NSW Small Business Commissioner’s Dispute Resolution Unit, call 1300 795 534, or contact your
equivalent state or territory government organization.

42
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Statutory & Regulatory
requirements

Like any other grocery store-style business, whether for profit or not-for-profit, a food co-op
must adhere to certain statutory and regulatory requirements, including Workplace Health and
Safety legislation, food safety and labelling legislation, the National Consumer law, taxation laws
and compulsory insurance requirements.

Workplace Health & Safety

As an employer, your food co-operative has a legal and moral obligation to comply with relevant
work health and safety legislation and to provide a safe working environment for all employees,
whether paid or volunteer, as well as for all people who come into contact with the store. In NSW,
SafeWork provides an easy-to-use online ToolKit, which explains the seven components of work
health and safety, with links to relevant resources and templates. In other states and territories,
contact your equivalent government work health and safety department for relevant information.
Your co-operative must also carry Workers Compensation insurance, further information is
included under “Insurance”.

Given The inherent nature of working in a food co-operative. which invlves a substanTial
amoun' of heavy lifTing by sTaff. iTis highly vecommended ThaT all shop sTaff he
provided wiTh manual handling Training prior To commencing Their employmenT and

reqularly ThereafTer. While This Training is not Technically a legal bligation. providing

sTaff with adequaTe Training (and e({uipmewT) To safely lifT and TransporT heavier iTems
before They have The opporTuniTy To injure Themselves is a Key aspect of providing a safe
working envivonment. A local occupational Thevapist, physiotherapist or exercise

phgsiologisT can be emplogcd To pvcvide The staff Training.
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Food safety
legislation

Being a grocery-store style business, your food co-op also has a legal obligation to comply with
all relevant state and national laws regarding food safety. For NSW, food safety laws and
requirements are available here, and there are links to relevant laws and requirements for other

states and territories contained within this web page.

Product labelling

Your food co-op also has a legal obligation to comply with all state and national product labelling
laws. For NSW, see the NSW Government Food Authority for more information, or once again,

contact the equivalent government department in other states and territories.

Consumer law

Your co-op must also comply with all relevant laws and codes of practice ensuring fair trading in
the marketplace. In NSW, further information on these laws and their application is available at
the Department of Fair Trading or by calling 13 32 20. Contact the appropriate government body
in other states and territories.

In addition to state/territory legislative and regulatory requirements, your co-op must also act in
accordance with the Australian Consumer Law, which is the national law that aims to protect
consumers and prevent sellers from being dishonest. The Australian Competition & Consumer

Commission has further information on this law and its application, contact 1300 302 502.
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https://www.accc.gov.au/

Insurance

As with all other business structures, a co-operative with paid employees must carry Workers
Compensation Insurance to protect employees in the event that they are injured or become ill in
the workplace. It is important to note that Workers Compensation Insurance does not offer any
protection at all to volunteers who are injured/become ill in the workplace. If your co-op plans to
make use of volunteer labour, a separate business insurance policy that specifically covers the
activities of volunteers should be obtained. These policies generally provide only very limited
coverage, however, so for this reason, persons volunteering in your co-op should be discouraged
or prohibited from undertaking any higher risk activities, such as lifting heavy weights or using
sharp knives.

Your co-op will also require public liability insurance, Directors insurance, and depending on its
unique circumstances, various other insurances may be required or advisable as well. These
insurances could include property and contents insurance, insurance against burglary, theft, or
glass breakage, insurance for business interruption, etc. It is best to obtain independent advice
from a legal practitioner and/or an insurance broker to understand the potential risks to your
operation and the different insurance options available to you. Once again, the Co-op Federation
can provide relevant referrals, and you can also contact your state or territory’s insurance
regulatory authority for further information. In NSW, this is the State Insurance Regulatory
Authority (SIRA), call 13 10 50.
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https://www.sira.nsw.gov.au/

Tax

As with all other business organization in Australia, co-operatives must meet certain federal and
state tax obligations. In regard to federal taxes, co-ops must firstly register for an Australian
Business Number (ABN), and must charge Goods and Services tax of 10% on many goods and
services. “Basic foods”, a category that includes many of the foods typically sold by food co-
operatives, such as fresh fruits and vegetables, unprocessed whole foods such as

beans/peas/lentils, nuts and seeds, grains, etc., are GST exempt, however.

Further information on registering for an ABN is available from the Australian Taxation

Office by calling 13 28 66. Further information on registering and paying GST is available

here.

For information on Payroll Tax in NSW, which is a state-based tax paid by employers on
employees’ wages, contact the Office of State Revenue on (02) 9689 6200. This tax does not apply

until your co-op’s annual payroll is above $1.2 million, however, so will likely not be relevant to
newly forming co-operatives. The Co-op Federation can provide advice on the appropriate state
government bodies to contact in other states and territories.
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Policies & procedures

Having clearly articulated policies and procedures for your co-op and its operations in place,
which all staff are both familiar with and willing/able to implement, is one means of ensuring the
smooth operation of your organisation, and of reducing the possibility of conflict. Policies
provide guidance on the standards of your organisation, whereas procedures provide instruction
for the implementation of those standards. As discussed previously, the Co-operative Principles
and/or ASX Good Corporate Governance Principles can inform the policies of your co-operative,
which are generally developed and adopted by the co-op board. The procedures resulting from
these policies are then developed and implemented by your co-op’s manager/management team
and/or staff.

The Australian Institute of Community Directors, which is Australia’s best practice governance

network for not-for-profit organisations, offers a “bank” of policies on its website, which are
free for any co-op to download, adapt and use.

Operations manual
& training

Once policies and procedures have been

If you weed a palicy unique To co-ops
developed, the step-by-step processes that take conTacT Tlfl(’. CO—OP FCdCMTiOVI Toaskif
place to implement these can be documented in an
operations manual. This can be available in store TCW’P"‘TC IS avai|ab|e, or ask anoThev CO_OP
either as a hard copy or online on an iPad or

similar, so that new staff can be appropriately if The“ wauld be Wi”mg To share a POIiCU
trained and existing staff can review and refresh
their knowledge of these processes at any time. ThaT can The" he adaPTCd To suil Your
This is vital to ensuring the smooth operation of :
your store in the event that there is a problem and CO_OPS heeds.

a manager is not available to resolve it.

Blue Mountains Food Co-op’s operations manual is available to other food co-ops for reference.
For access, please contact the administration manager by calling (02) 4782 5890.
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Branding, marketing &
soclial media

Logo

A key element to the success of your new food co-op is branding and marketing and the first step
should be to create a logo. Your logo should be simple, easily recognisable, and representative of
your values and the community you wish to serve.

Your logo not only helps unite members and make you look professional, it is a great marketing
tool for use on your websile, social media platforms, letterheads, email signatures, merchandise,
labelling and recyclable packaging. Canva is an easy-to-use graphic design platform with loads of
templates and ideas to get you started. You may also wish to add a short catch phrase or tagline

that encapsulates and reinforces your values. Blue Mountains Food Co-op's tagline is:

Where good food doesn T cost The earth

Your audience

Now that you’ve established your brand, you need to promote it in the marketplace. Consider
who your ideal audience is - who do you want to attract to your store - and aim your marketing
at them.

Identify where your ideal audience “hangs out” and the best way to reach them. Where do they
find out about the things they are interested in? In the local newspaper, on social media, or
through community noticeboards and networks?

o

ALFALFA community food co-op
HOUSE

COMVRTY FOOD DO-0F « SRCE 1581
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Few co-op’s have budgets for paid advertising, so the best way forward when starting out is to
grow an online community of followers on Instagram or Facebook. Creating content for these
platforms can be as simple as posting good quality photos of beautiful produce and happy faces
in your shop or sharing a tempting recipe. Follow other local, like-minded businesses and share
their content too. And remember the old adage “quality not quantity”. A couple of engaging
weekly posts with relevant subject matter and well-worded captions should have you building a
following in no time. Social media is also a great way to find out what your members like, plus
you can use insights on various platforms to pinpoint your customer demographic.

Top tip: Always credit photographers or content creators when sharing content.

0Old school

It can be useful to strike up a relationship with an editor or journalist at your local rag or mag
who will welcome your good news stories about food and community. Free editorial is usually
always welcome, especially on deadline, so write a short, snappy piece that doesn’t sound like an
ad and don’t forget to include a captioned, high-resolution photograph.

Flyers and posters may seem old fashioned, but strategically placed in local cafes, at community
gardens, and on well-read noticeboards where your ideal audience will see them will help spread
the word about your fabulous new food co-op.

Keep in touch

Foster good relationships with your
membership by rewarding them with news from
the board, market updates, recipes, and supplier
information via a regular newsletter in printed
or digital format.

Blue Mountains Food Co-op sends out a
quarterly digital newsletter to over 6,000

subscribers and prints a brief handy market
update for in store collection. Remember not
everyone gets their news from social media!
Blackboards, noticeboards and sandwich boards
are also a greal way Lo communicale specials,
opening hours, events and friendly messages.

EVERYONE IS
WELCOME

6
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Words of Wisdom

Each of the co-operatives contributing to this project has a key piece of advice for groups

wishing to start their own food co-ops.

Take care of your staff and develop a committed Team for the long-Term success of
Your ¢o-op. Systems should be in place To prevenT conflicTs from avising. and if They do
occur. appropriaTe sTeps should he Taken To vesolve or aT leasT manage These as soon as
possible. STaff who ave well cared Tor Tend To be commitTed To Their co-op in The long
Term. Curvently, over half of The work force at Blue MounTains Food Co-op have been
employed wiTh The organisaTion Tor move Thaw five years. providing The co-op wiTh greal

sTabiliTy and and a united Team.

- Blue Mountains Food C(H;Io, KaToomba, NSW
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Take advanTage of Technelogy To create efficiencies and cosT-savings by auTomaTing as
many Tasks as possible. [Ts imporTant that Key sofTware programs. such as scheduling,
POS. and accounTing ave inTegrated. as This saves much Time and expense and could even
mean The difference beTween being profiTable and wol breaking even Tor a newer co-

operaTive wiTh a limiTed budget.

- Mawlg Food Co-0p. Mawlg, \SW
\¢

The most impor TanT Thing for a new co-operative is clarity of vision. Your co-operative
should have a Key veason Tor exisTing. and should express This clearly in iTs communicaTions
with The public. wheTher This be in sTore, or via newsleTTer/website/social media. ete. The

BatThurst Co—op's primary purpose. for example. is To provide an outleT for local and

orqanically pvoduccd foods. Tor The benefit of Tocal growers. pvoducevs and commuwiTU."

Bathurst Wholefood Co~0|o. Bathurst, NSW
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The Lyttleton
Stores Co-op
journey

Lyttleton Stores was started in December 2015 as a Partnership business structure with the
intention of transitioning to a cooperative as soon as we had finished building our five
departments and had enough community support and engagement to operate our entire vision as
a coop. Our Garden, Kitchen, Workshops, Atelier and Organic Groceries are all departments run
by co-ordinators who together form the management collective. It took over two years to
establish and build each department to the point where it felt like a realistic plan to move onto
working on turning the business into a cooperative. By then we had a budding customer base and

strong community, all invested in the goal to formally become a cooperative.

It took us another year of research, crowdfunding, external support, trials and tribulations to
transition from a Partnership to a Cooperative and in August 2018 we were legally registered and
operating as Lyttleton Stores Co-operative Ltd. It has taken another couple of years since then to
tie up the financials and accurate reporting of the transition and new operations. We have
established a Board of Directors that are involved with the governance aspects and separate from
the management aspects, with the aim to have one coordinator position on rotation on the board
as representative of the management collective. We have subcommittees made up of the Board,
the Collective and other skilled and knowledgeable volunteers - we couldn’t make much progress
without these groups and have found it a very effective way to action our short and long term

strategies and plans.
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All in all, we could not have got to where we are without the journey we have gone through. From
the generosity of the Partnership in funding and setting up the store to begin with, the collective
effort and commitment of the people who have collaborated both as paid staff and as volunteers
over all of the years, the customers and members who have supported and encouraged us to keep
going through the challenges of small business and to the last year of refinement and meticulous
attention to the details of our systems and reporting - it has taken this long to get to the stage
where we can glimpse a financially stable future with potential for achieving more of our core
goals through growth and new projects.

The challenges have been close to defeating us many many times, and while we honour the
journey that got us to where we are now, we would make a few recommendations for anyone

starting a co-operative:

e [ave a clear understanding about your core values and goals

e Be meticulous with paperwork and reporting from the very start by having professional help
in the initial budget

e Don't start as one business type and transition to a co-op later - just set up as a co-op from
the start!

e Be realistic about small business, it will take up to five years to break even for many
businesses, so start very small and grow as you can - try not to invest in or rely on external
funding, unless you have a never ending source!

e Be ready to put everything you have into it, including more hours than you thought possible

e Make sure the people you start your co-op with are people you get along with and trust to
navigate the hard times together because you will be spending a lot of time working very hard
together!

So you might as well love each other and have fun along the way, make sure this is something you
genuinely feel a deep commitment to and love for, because that will help get you through the
moments you want to give up! And don’t give up, there should be a co-op in every town and no
giant supermarkets - we can but dream!

JacinTa Carmichael-Parissi

[gTTleTow Stores Cofop CoordinaTor
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