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ADMINISTRATIVE CODE:
Amends Title 6 of the administrative code of the city of New York by adding a new section 6-139
INTRODUCTION

On October 21, 2014, the Committee on Community Development, chaired by Council Member Maria del Carmen Arroyo will conduct a hearing on Int. 0423-2014, A Local Law to amend the administrative code of the city of New York, in relation to worker cooperatives. 
This bill requires the Mayor’s Office of Contract Services to submit annual reports to the Council detailing the City’s procurement of goods and services from worker cooperatives, and also requires the Department of Small Business Services (SBS) to conduct a study analyzing worker cooperatives and determining the need and viability of a citywide program promoting worker cooperatives and their involvement in City procurement. Those invited to testify include representatives of SBS, the New York City Economic Development Corporation, the New York City Center for Economic Opportunity, local community development advocates, and interested members of the public. 
BACKGROUND

A worker cooperative is a company that is entirely owned and controlled by its workers. Each worker has one vote and can participate in the governance of the business. Only the workers of the company are eligible to own a worker cooperative. This differs from other businesses entities where outside investors, a group, or one person controls the company’s decisions.
 Worker cooperatives have different governance structures: some share managerial and administrative responsibilities between the workers; others elect a board of directors to hire managers and make key business decisions.
 
Similar to other businesses, worker cooperatives operate in different sectors and at different scales. The majority of cooperatives are small businesses that have established themselves in healthcare, skilled trades, service, manufacturing, technology, education, media, or retail sectors.
 These cooperatives are mostly in the Northeast, the West Coast, and the Midwest of the United States. According to the United States Federation of Worker Cooperatives, over 300 cooperatives in the United States employ over 3,500 people and generate over 400 million dollars in annual revenues.
 
According to advocates, worker cooperatives provide better wages and employee benefits than traditional companies. Although there is usually an initial investment required of new workers, cooperative jobs tend to be more stable.
 Cooperative workers’ salaries depend on the worker’s task and responsibilities at the company, and, according to the Federation of Protestant Welfare Agencies, the pay ratio between the highest and lowest paid worker/owner is usually about 3:1 to 5:1 before taxes.
 Meanwhile, the average pay ratio of CEO to a minimum wage worker is roughly 50:1.
 Advocates also note that worker cooperatives help build long-term wealth for their members. At the end of each year, cooperatives deduct expenses and pay a portion of the remaining money, or “surplus,” to the workers in accordance with the cooperative’s distribution policy
. For example, surplus might be allocated based on hours worked or seniority. The cooperative may also use the surplus to establish retirement funds or reserve money for future expansion. Advocates claim that these benefits typically make workers more satisfied with their jobs.
 
 The opportunity to build long-term wealth for workers has made worker cooperatives an attractive economic development strategy for low-income neighborhoods. In New York City, advocates are looking to increase the number of cooperatives because many communities are struggling to rebound from the 2008 recession and the New York City Center for Economic Opportunity estimates that more than 20% of New Yorkers live in poverty.
 With the help of organizations like the New York City Network of New York Cooperatives (NYC NoWC), at least 23 worker cooperatives have been established in the City. NYC NoWC supports the overall development of these businesses but primarily focuses on the development of cooperatives in low-income neighborhoods.
 For many years, the New York City Council supported the growth of worker cooperatives by funding initiatives that provided cooperatives with technical assistance, trainings, consultations, and legal services.
 The Council also helped facilitate a working relationship between the SBS and NYC NoWC.
 Building upon these efforts, the Council recently pledged $1.2 million to fund nonprofit support services for the expansion of worker cooperatives throughout the City.
 Although worker cooperatives are complex and labor intensive, they have the potential to help address difficult economic realities in low-income neighborhoods. 
INT No. 423

Section 1 of Int. No. 423 amends title 6 of the administrative code of the city of New York by adding a new section 6-139. Subdivision a of this new section includes relevant definitions. 

Subdivision b of the new section would require the city’s chief procurement officer to submit an annual report to the speaker of the council as well as the mayor’s office of contract services detailing the city’s procurement of goods and services from worker cooperatives during the previous year.  That report would need to include the number of worker cooperatives with which the city contracted, as well as the total dollar value of the contracts awarded to worker cooperatives.  
Subdivision c of the new section would require the department of small business services to analyze worker cooperatives and the participation of worker cooperatives in city procurement to determine the need for a citywide program to promote opportunities in city procurement for worker cooperatives and report the findings of such analysis to the council by October 1, 2016. If the commissioner of small business services determines that there is a need for a citywide worker cooperative program, the commissioner’s report would be required to contain recommendations concerning measures to enhance the opportunities of worker cooperatives with respect to city procurement, including outreach and notification of contract opportunities, certification, and the establishment of participation goals.
Section two of the bill states that the local law will take effect immediately.

Int. No. 423

By Council Members Rosenthal, Menchaca, Arroyo, Chin, Koo, Levine, Mendez, Reynoso and Rodriguez

..Title

A Local Law to amend the administrative code of the city of New York, in relation to worker cooperatives.

..Body

Be it enacted by the Council as follows:

Section
 1.  Title 6 of the administrative code of the city of New York is amended by adding a new section 6-139 to read as follows:

§6-139.  Worker cooperatives.  

a.  Definitions.  For the purposes of this section, the following terms shall have the following meanings:  

“Agency” shall mean a city, county, borough, or other office, position, administration, department, division, bureau, board or commission, or a corporation, institution or agency of government, the expenses of which are paid in whole or in part from the city treasury.

“City chief procurement officer” shall mean the person to whom the mayor has delegated authority to coordinate and oversee the procurement activity of mayoral agency staff, including the agency chief contracting officers and any offices that have oversight responsibility for procurement.

“Industry classification” shall mean construction, professional services, standard services, or goods.

“Worker cooperative” shall mean a business that is owned and controlled by its workers.

b.  Not later than October 1, 2014 and on the first of October each year thereafter, the city chief procurement officer shall submit to the speaker of the city council and publish on the mayor’s office of contract services website a report detailing the city’s procurement of goods and services from worker cooperatives during the prior fiscal year.  Such report shall include the number and total dollar value of contracts awarded to worker cooperatives, disaggregated by agency and industry classification.

c. The commissioner of the department of small business services, in consultation with the city chief procurement officer, shall analyze worker cooperatives and the participation of worker cooperatives in city procurement and shall, by October 1, 2016, determine the need for a citywide program to promote opportunities in city procurement for worker cooperatives.  At such time, the commissioner shall submit to the council a report setting forth such analysis, including the basis for such determination.  If the commissioner determines that there is a need for such a citywide program, such report shall also contain recommendations concerning measures to enhance the opportunities of worker cooperatives with respect to city procurement, which may include but need not be limited to, outreach and notification of contract opportunities, certification, and the establishment of participation goals.

§2.  This local law shall take effect immediately. 
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