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Co-operatives, local currencies, credit unions
as a bulwark against Recession

Talk given to www.powerswitch.co.uk

16th July 05 

By Julian Jackson

Firstly, the disclaimer – there’s always a disclaimer.  I’m not an expert on
Alternative currencies, I just got the information from books, and it seemed to
me to be important to circulate these ideas because we take national
currencies so much for granted they are invisible.

Many people, including Richard Heinberg and Colin Campbell believe the
result of Peak Oil will be a recession, or possibly a crushing economic crisis
on the lines of the Great Depression.  As we know, oil price hikes cause
recessions, and we should be heading for one around now.  There are plenty
of grim economic indicators around.

I certainly feel that  there is a whiff of it in the air:  when I left college in 1981 I
survived the unpleasant post 79 “Thatcher Recession”.  I don’t particularly
want to go there again if I can avoid it.

During times of economic crisis, a variety of things happen, many people lose
their jobs, homes, businesses, pensions;  radical political movements spring
up….some of them espousing ideas I know I’m going to loathe, but it is also a
period of rediscovery of the strengths of community and solidarity.   

By examining the past, we can prepare by taking the best, most effective
ideas, and have them ready to apply when the time is right. Even if they are
hard to get off the ground at the moment – don’t worry, their time will come. 

Historically, people suffering hardship have come together, for example in the
depressions of the late 1800s, (which were the impetus for the formation of
political parties like the UK Labour Party) in Germany in the 1920s, and many
places after the 1929 Crash.  We can learn from their lessons, and cherry
pick what worked and avoid what didn’t.  In the English-speaking world, the
“social capital” -organisations gluing a society together, which include trade
unions, buying clubs, PTAs, neighbourly self-help, volunteer projects, have
been much reduced…some people even think they are laughable,
contemptible.    

Though it seems most extreme in the English speaking world, this is
happening in other places too: a Norwegian Peaker I met at the Depletion
Scotland conference said that his rural town was full of apathetic couch
potatoes: Cross-country ski?  The younger generation is lucky if it can wobble
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to its car. It wouldn’t surprise me to find that social networks worldwide are
being depleted.

I am going to detail a number of converging avenues to sustain and empower
communities during times of hardship.  These are all actual examples that
have worked in the past.  Some of you may well be already putting these
ideas into practice, but in other areas it may not be possible to find much
enthusiasm for them until they are really needed.  I am going to summarise
them with pointers for further reading as I think this is the best way to
approach this large subject.

These social structures can be broadly categorised as bottom-up co-operative
strategies for mutual benefit, not external profit distribution.

For example:  work or retail co-operatives, credit unions, building societies,
local complementary currencies.  All these can mesh together to ameliorate
our slide down the razor blade of the Hubbert slope.  

Even in a depression there will be jobs and services needed, but the capital
and national currency to pay for them will not be there, even while there will
be a ready workforce lying idle:  these strategies will help combat this.  I’m not
proposing this idealistically, but in a self-interested way:  I don’t expect that
there will be a great need for digital media consultants like myself in the Long
Emergency, so I’ll need to do something useful instead ☺

These ideas are not my own, they come in particular from Richard Douthwaite
and Bernard Lietaer, among others.  

Short Circuit by Douthwaite (free)
http://www.feasta.org/documents/shortcircuit/contents.html

Bernard Lietaer  The Future of Money  Century Press 2001
http://www.futureofmoneysummit.com/2003-photos.php
(apparently Lietaer thought up the Euro, bet that makes some of you happy☺)

I’m going to ignore national government and trade unions, as I think the
former is fossilised in denial and cannot help us, and unions - who deal with
people in work, are often ill-equipped to cope with recessions, as the
demands of the unemployed conflict with the unions’ prime purpose to defend
their members’ jobs.

1. Co-operatives

There is a long tradition of co-operative endeavours where the workers (and
sometimes the consumers) own, organise and manage their production, and
any profit is distributed among the members or ploughed back into the
organisation.  The Mondragon Co-op  in the Basque Region of Spain is an
example of a formidably successful uber-co-op. It was formed in 1956 by a
far-sighted Catholic Priest Fr Arizmendiarrieta, and is still going strong, the
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biggest business group in the Basque region, and ninth largest in Spain, its
skein of many co-operatives still owned by the workers.
Further info on Mondragon: http://www.solbaram.org/articles/mondra.html 

Co-ops have the advantage of building mutual responsibility in a community,
instead of destroying it (e.g.Asda/Wal-Mart) as the people working there (who
of course vote on how they want the profits distributed) typically want any
surplus monies to be used to build schools or clinics locally rather than being
sent to the nearest tax-haven, as is the norm with many capitalist
organisations (e.g. Rupert Murdoch’s News International doesn’t pay any
taxes in the UK, despite generating huge profits).

The Antigonish Movement of impoverished fishermen in Nova Scotia
(Canada) in the 1930’s formed a co-operative: the United Maritime
Fishermen, initially to avoid being ripped off by middlemen and to build a local
canning factory so they could sell their wares directly.  The profits then spun
off into the local community where they could save money on nets by buying
in bulk and reselling, invest in the tools to establish rug-making cottage
industries, and set up schools and (importantly) adult education classes for
the poorly educated fishermen.

Although co-operatives are generally dated in the UK from the Rochdale
pioneers in 1844, who formed a consumers co-op, called imaginatively, The
Co-Op, if you think about it you can see that many endeavours pre-Capitalism
were co-operative: in fact it was the norm, e.g. farming communities who
distributed their produce amongst the family or clan members.

Let’s not also forget that many co-ops were formed in Argentina in the
aftermath of their recent economic crisis.

Further information:
The University of Wisconsin Center for Co-operatives
http://www.wisc.edu/uwcc/

International Co-operative alliance
http://www.coop.org/ 

Here’s a znet article about co-operatives in Argentina after the economic
crash in 2001
http://www.zmag.org/content/showarticle.cfm?SectionID=42&ItemID=7353

2. Complementary currencies

Douthwaite/ Short Circuit:
“The establishment of a local money system is absolutely fundamental to
greater economic self-reliance.” Chapter 3
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Bernard Lietaer has demonstrated that national currencies, being highly
mobile – particularly the dollar – can easily just disappear away from a
community.  If you think of your nearest supermarket being a huge Hoover,
sucking up your money, and piping it into a bank a thousand miles away you
can see that your money is not benefiting your local community – especially
as the jobs created by the supermarket will be low-paid, and it inevitably
destroyed more local retail jobs than were created.  Compare that, if you will,
to a currency that has to be spent in your community – you literally get more
bang for your buck in terms of the energising effect of more transactions (see
Douthwaite’s Short Circuit). 

Lietaer calls “alternative” currencies “complementary currencies” because he
believes they are not likely to displace the convenience of national currencies
(or supra national like the dollar or the euro), but work in parallel with them.

One important factor that I have discovered is that the most successful
Complementary Currencies have an incentive to spend, not hoard, for
example the original German 1919 Wära: you had to pay a 2% fee to have a
special stamp to revalidate them after each month – today this cumbersome
method could easily be dispensed with and a “hoarding disincentive” added
via internet transactions.  

This is the effect of the currency on the very depressed town of
Schwanenkirchen in the 1930s:

“Nobody in authority took much notice of the Freiwirtschaft [Wära] currency
until 1931 when the purchaser of a defunct coal mine at Schwanenkirchen, a
village with a population of five hundred in Bavaria, was able to re-open it by
paying the miners in Wära which he had arranged they could spend in the
village shops. In their turn, the shopkeepers forced their wholesalers to accept
Wära and the wholesalers passed them back to their suppliers, who spent
most of the notes they received on buying Schwanenkirken coal since there
were few other ways in which Wära could be used. According to an account
published in August 1932 in an American magazine, New Republic, the
effects on the village were dramatic: "One would not have recognised
Schwanenkirchen a few months after work had been resumed at the mine.
The village was on a prosperity basis, workers and merchants were free from
debts and a new spirit of life and freedom pervaded the town....Reporters
came from all over Germany to write about the 'Miracle'" . The article pointed
out that if Reichsmarks had been used in place of Wära, they would have
been hoarded because of the uncertain times and the venture would have
failed. Moreover, even if they had not been hoarded they would have
dispersed all over Germany and there would have been little likelihood of their
returning to Schwanenkirchen and increasing demand at the mine.”
Chapter 3

Some Examples:
LETS in Australia
http://www.feasta.org/documents/shortcircuit/sc3/LETS.html#2002
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 Time Dollars in the US and Japan

Although people have used Time banks as a method of transaction, e.g you
do 2 hours porch painting for someone, then you have 2 hours credit for
someone else babysitting, I think this is more applicable to volunteering type
tasks, and a proper complimentary currency will be better post peak.

At the moment these currencies are not very popular – why use an alternative
currency when you have Bank of England Spondies in your pocket?  If
however, there is a post-peak recession, then you may well not have that
dosh, yet it seems obvious that tasks will still need matching up with skills, yet
there may not be the traditional information transmitter – SHOW NOTE –
available.

These complementary currencies  may be a useful tool;  note that there was a
proposal that the Mayor of London issue an alternative currency, an author
called David Boyle wrote a paper for the New Economics Foundation, which
has sat on the shelf.  I think we should put some effort into reviving this.  A
London wide currency would revitalise the idea, in a way that other – less
credible currencies could not.

3. Credit Unions and Building Societies

During previous hard times, local credit has been hard to obtain by the poor.
Obviously that isn’t the case at the moment where virtually anybody who can
sign a piece of paper can get a credit card.  However this may not always be
the case, and credit unions and building societies are locally/mutually owned
banks which give out loans for the poor (and many of us, however well-off we
are now, might end up being poor post peak).

Usually you have to save a certain amount to get access to low interest loans.
Obviously they could use local currencies, or national ones as appropriate.

Douthwaite says, discussing conventional banking institutions and their
effects: “This means that the economic system has positive feedback:
prosperous parts of the world get more investment because better returns can
be had from projects there, which makes them still more prosperous, while
poorer areas have what capital they possess taken away. As a result, the
poorer areas fall further behind and people living in them are forced to leave
to seek work wherever investment is going on. They take up residence in the
expanding areas and add their spending to its rising income flow, generating
further investment possibilities. A major cause of the emigration of young
people from rural Ireland is that their parents have allowed their savings to be
invested away from home.” Chapter 4

And:

“The existence of positive feedback means it is not just movements of capital
across national boundaries which are harmful. Substantial, continuing capital
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flows from one part of a country to another are destabilising too, leading to
prosperity in one area and decline in another. However, in the absence of any
political recognition of both facts, endangered communities are going to have
to limit such flows themselves if they are to survive.”

He’s talking about poorer communities – but I think post peak endangered
communities may include over-qualified, redundant techno geeks like
myself…and other persons in this room.

“For example, the farmers who lent £943m. to the Irish banks in 1993 would
have been paid about £10m. in interest, while farmers borrowing the same
amount would have paid perhaps £113m. for the privilege, making a net loss
of around £100m. to the farming community. Not all this difference would have
left rural areas because some would have gone to pay the bank staff and thus
been returned to the local flow of national currency. However, since branch
operating costs are usually less than half a bank's income, using outside
banks to effect a transfer from one group of farmers to another caused a
substantial net drain from rural areas.”   Chapter 4

He then proposes local banking systems – the Credit Unions

“In many places it is not necessary to start from scratch to set up a local
banking system. Ireland and Britain already have almost a thousand
independent, co-operatively-owned community organisations busy recycling
their members' savings locally at stable interest rates - the credit unions…..
Internationally, the movement's stronghold is the United States where 66
million people, almost a third of the population, are members.”

In these times of freely available credit, CU’s value to the community would
seem to be reduced;  but we’re preparing for a future where things will not be
like that.  It strikes me that joining a CU is “battery backup” for the mains
power of the banks failing.  What if a housing collapse meant that members of
this group were forced into bankruptcy?  Conventional institutions will treat
you as though you are radioactive, but that may not apply to CUs.  Particularly
if you join now in the good times, so you will have a superior track record
when the fabled ordure interacts with the propeller.

Further information:

Credit Unions Worldwide:
http://www.creditunionsonline.com/

UK:
Association of British Credit Unions Limited

World Council of Credit Unions:
http://www.woccu.org/

In conclusion:
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I think that a combination of these various ideas will be beneficial in your local
area, particularly if the peak-oil recessions set in.  It may be providential if
members of this group lose their jobs, to be the first to set up one of these
organisations in your neighbourhood, thus guaranteeing your indispensability!

Further reading on Complimentary Currencies, Co-ops and Credit Unions

Short Circuit by Douthwaite (free)
http://www.feasta.org/documents/shortcircuit/contents.html

Bernard Lietaer  The Future of Money  Century Press 2001
http://www.futureofmoneysummit.com/2003-photos.php

Why London Needs its own currency  (free downloadable pamphlet)

Author David Boyle

www.neweconomics.org 

Co-ops
Further info on Mondragon: http://www.solbaram.org/articles/mondra.html 

Further information:
The University of Wisconsin Center for Co-operatives
http://www.wisc.edu/uwcc/

International Co-operative alliance
http://www.coop.org/  

Here’s a znet article about co-operatives in Argentina after the economic
crash in 2001
http://www.zmag.org/content/showarticle.cfm?SectionID=42&ItemID=7353

Credit Unions

Credit Unions Worldwide:
http://www.creditunionsonline.com/

UK:
Association of British Credit Unions Limited

World Council of Credit Unions:
http://www.woccu.org/
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