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icture this: one day you are living (or should I say barely living) on
social assistance, and the next you have an opportunity to be gainfully

employed, with a decent wage, full benefits package, opportunities to save for
the future, and an opportunity to buy in as a shareholder/owner of the business
that employs you.

Can you believe it? Is this just a fantasy? For many it is; but for many indi-
viduals living on social assistance in Nova Scotia, it is a dream coming true.

About two years ago, the Nova Scotia Department of Community Services
approached my organization, the Regional Co-operative Development Center
(RCDC), and our partner, the provincial Co-operatives Branch, to see if there
might be a �co-operative� solution to the welfare crisis.

I had two conflicting gut reactions to the query.
The first was, �Yes, of course - the co-operative model, history, and structure

fit naturally with this challenge and opportunity. I�m sure we can design some
creative solutions.� Then came the second reaction. �No way,� I thought, �This
is just government�s attempt to download their problems and responsibilities to
someone else. Worse yet, it will only bastardize the co-operative model in the
process.�

But after a few brief sessions with Mike Townsend of Community Services, I
understood that he was �for real.� You see, Mike doesn�t fit the bureaucratic
stereotype. He is very committed to his work and to the people that department
is supposed to assist. He is action-oriented, innovative, creative, and is willing to
push the envelope (just a little) to do what he feels is in the best interest of his
clients.

Over the ensuing months, endless hours of debate, planning, research, and
development went into the creation of the Co-operative Employee Partnership
Program (CEPP).

CEPP is, I think, one of the most comprehensive and innovative initiatives to
hit the Maritimes in a long time. It brings together the history and strength of
the co-operative system, backed by the financial power of the credit union, for a
marriage with the provincial welfare system. The result is social reform of the
greatest kind.

at its best
Dianne Fitzgerald

MENTOR CO-OPERATIVES

CEPP is designed to move community ser-
vices clients into an employment stream
which will establish them as full members
of a variety of co-operative ventures across
Nova Scotia. The project is envisioned to
service, at a minimum, 50 clients in the first
year of operation. To ensure success, a num-
ber of public and private sector partners
have been recruited.

In 1997, RCDC and the Cooperatives
Branch approached 50 successful co-opera-
tives to determine their interest in partici-
pating in a �business development� initia-
tive that would employ social assistance re-
cipients. The 50 were selected on the basis
of their financial strength and management
expertise. Thirty-five responded, express-
ing both their interest in the initiative, and
an opportunity that could become the ba-
sis for a subsidiary business.

Specifically, each proposed initiative
establishs a �host� or �parent� co-operative
as a partner in a new venture with social
assistance recipients. Under a management
contract, the host/parent business provides
management expertise, financial manage-
ment, and business acumen. In return, the
host/parent receives a fee for service
(capped at 10% of sales) as well as a per-
centage of profits. (The profit-sharing struc-
ture differs from business to business, and
would be subject to the approval of the new
business� board of directors.)

The contract for service is re-negotiated
annually. When  appropriate, the new co-
operative will assume full authority over its

Through CEPP,
social assistance recipients
become income tax payers
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operations. The parent co-operative is only
a shareholder if they provide an equity in-
vestment. In the latter case, their percent-
age of ownership is contingent on the
amount of equity invested.

EQUITY

The member/owners entering the new busi-
ness make a $20,000 equity investment,
paid on their behalf by the Department of
Community Services, instead of the tradi-
tional wage subsidy support. At a minimum,
workers own 50% of the new business and

may own as much as 100%, depending on
whether or not outside equity is required.
They are required to pay back the equity
investment over time; the business retains
all dividends as a pay down of that equity,
until such time as the equity investment is
totally repaid. As a safeguard for the equity
contributions, the management contract
remains in place until the equity is paid
back in full.

Once the equity is repaid, it goes into a
co-operative investment fund, to be used
to assist the next group of social assistance
clients entering the marketplace.

CLIENT AGREEMENTS

In addition to the aforementioned retention
of dividends, the client agreement signed by
each employee/owner stipulates the follow-
ing:
1. Minimal deductions from the employee/

owner�s wage will go to pay down the eq-
uity contribution. The deduction is
jointly decided by RCDC and the em-
ployee group.

2. Personal payments above and beyond
the dividend retention and wage deduc-
tion can also be used to pay down indi-
vidual equity contributions.

3. Should an employee/owner quit or be
fired prior to fully repaying the equity
contribution, she/he will only be reim-
bursed for personal wage deductions and
personal payments. They will not re-
ceive their portion of the dividends paid
on their behalf.

5. Each employee/owner will undertake 50
hours of training per year, at no cost to
the business. It is anticipated that most
of this training will take place outside
normal work hours, though some tech-
nical, on-site training (e.g., the use of
new equipment) may also be required.

OPPORTUNITY IDENTIFICATION

Business development opportunities are
identified primarily by existing co-opera-
tives, although new opportunities are
emerging outside the co-operative system.

The approval process for new businesses
is quite stringent and comprehensive. Busi-
ness ideas are only considered if they have
a �parent co-operative� which has manage-
ment expertise and financial stability, and
is willing to be a partner. Once that has been
determined, an outside consultant con-
ducts a feasibility study of the initiative. If
it is viable, a full business, marketing, and
financial plan is developed, using the ser-
vices of an outside consultant experienced
in that particular industry.

As an in-kind contribution, the Credit
Union Central of Nova Scotia assesses the
financial components of the business plan.
(We rely very heavily on their review and
recommendation.) During the develop-
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ment stage, Community Services are in-
formed of all plans being considered and
have opportunity for input and feedback.
Final approval for implementation rests
with RCDC and the RCDC-selected man-
agement team.

CLIENT SCREENING & SELECTION

Client selection and screening is the most
critical component of this initiative. Cli-
ents are evaluated on their
¾ specific industry experience and quali-

fications.
¾ ability to work as part of a team.
¾ interest in �owning� a business as part

of a team.
¾ understanding and commitment to a

co-operative environment and busi-
ness structure.
The screening and selection process

includes the following components:
1. Screening and referral by the Depart-

ment of Community Services.
2. A 2-week training and orientation ses-

sion that includes, but is not limited
to:
¾ academic testing
¾ personality testing
¾ industry research

¾ team-building and problem-solving
training

¾ meeting with guest speakers and
industry experts

¾ co-operative training
¾ assimilation exercises

3. A formal interview with a committee
of four people.

4. Debriefing of interviews and selection.

THE RESULTS

There is a lot of talk these days about un-
employment, underemployment, entrepre-
neurial development, and the like. There
is also lots of talk about the role and respon-
sibility (even if only a moral one) of the busi-
ness sector in responding to the social and
economic challenges of our communities.

CEPP is an example of real results, of
sustainable development, and of integrat-
ing social and economic goals. It is also an
example of what can happen when people
are drawn together by a common goal and
vision, and backed by the foundational sup-
port of successful and integrated systems.

The real results can be seen in happy
and productive workers who just over a year
ago lived on social assistance, with no real
hope for the future. Today, they:

¾ are part owners in their own businesses.
¾ are creating a positive credit history.
¾ have meaningful work with decent pay.
¾ have insurance and benefits packages.
¾ have options for saving and investments.
¾ are taxpayers.
¾ have a sense of hope and control over

their own futures.
Now that we have a model that works, we

hope to replicate it in other communities
around the region, with possible pilots over
the next six months on aboriginal reserves.

This ground-breaking work is meaning-
ful and fulfilling to everyone who is taking
part: the employees, the co-operatives, the
private businesses, the government bureau-
crats - and me. Where else can one collabo-
rate with like-minded, creative people in
order to make a real difference in the lives
of others?c

DIANNE FITZGERALD is president of the
Regional Cooperative Development
Center, the organization which initiates
and supports the establishment of new co-
operative enterprises in Nova Scotia. A
long-time CED trainer and technical
assistant, she admits that CED is her
�addiction� - albeit a most pleasing and
healthy one.

Rounded Woods Co-operative of Truro,
Nova Scotia was the first CEPP project.
Now in its second year of operation,
RWC�s nine worker/owners are all one-
time social assistance clients. Operating in
partnership with the Nova Scotia Woods
Co-operative, RWC provides rounded
wood products to landscapers in Atlantic
Canada and New England.
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