Plunkett
Foundation
mprovi

I ing rural lives together

How to set up a

Co-operative
Pub




Plunkett

Foundation

Improving rural lives together

Contents:
What are co-operative pubs?
Why choose the co-operative pub model?

How you can set up or save a pub in community ownership?

[ERY

. Contact the Plunkett Foundation

2. Form a working group

3. Consult with the community

4. Hold a public meeting

5. Elect a committee

6. Select a suitable legal structure

7. Work up a business plan

8. Raise required level of finance

9. Join the Plunkett Foundation

10. Ensure you have the correct licensing for selling alcohol
11. Legal requirements and best practice trading processes

12. Publicise the launch date and open for trading!

Membership of the Plunkett Foundation
About the Plunkett Foundation

Support Available
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What are co-operative pubs?

Co-operative pubs are owned and run democratically by
members of their community.

Co-operative pubs have an open and voluntary membership, giving members part
ownership of the business. Co-operative pubs actively encourage individuals from
their community to become members by purchasing membership shares, the cost of
which are set at an accessible level that the majority of the community will be able to
afford. Co-operative pubs are set up on a ‘one member one vote’ basis rather than
‘one share one vote’. This means that all members have an equal say in how they

want their local pub to be run, regardless of the number of shares they purchase.

Co-operative pubs are being established in both rural and urban communities, and the
motivation for doing so will be much the same. For some, the main motivation will be
to safeguard the only remaining pub left in a local community, or to save a valued
asset from redevelopment. For others, it will be to establish a better quality of service
that meets local needs. The major benefit in all cases will be the creation of a
community hub in which all members of a community can come together, interact and

socialise.

Like any business, a co-operative pub aims to be profitable. However, the primary
trading purpose of a co-operative pub is to provide benefits for its local community.
Many co-operative pubs, for example, host a wide range of additional services that

benefit the community which may include;

Village shop / grocery store
Post Office

Allotments / growing spaces
Library / book exchanges
Child care facilities

IT provision
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1 Formal meeting rooms

1 Cafes and other informal social space

There are a number of management options for co-operative pubs. In the majority of
cases, the community will purchase the freehold of the pub in order to retain
community control of the asset. Once owned, the community have the option of
leasing the operations of the pub business to a tenant or running it themselves with
either paid or volunteer staff. A lesser number of communities for whom purchasing
the freehold is not an option, will purchase the leasehold of the pub, to at least ensure
the pub is run for community benefit in the short term, and possibly with a view to

purchasing the property in the future.

There are a range of legal structures which are appropriate for co-operative pubs, but
the majority are registered as Industrial and Provident Societies - a typical form of co-
operative. Industrial and Provident Societies can reinvest profits in the business,

donate its surplus back to the community, or distribute profits to the members by way

of dividend or interest on shares.

Why choose the co-operative pub
model?

Rural and urban pubs are closing across the UK at a high level. The Campaign for
Real Ale (CAMRA) estimate that pubs close at a rate of 29 per week.

The value of a pub to a community is often not fully realised until it closes or is
threatened with closure. Increasingly communities have become more determined to
take action in response to pub closures, and have turned towards co-operative
solutions. The co-operative model offers some real advantages for communities
looking to set up or save a local pub for the benefit of their community. Here are a

few of those advantages:
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1. The co-operative model gives the community a better chance of raising start-

up finance required to purchase the pub. Buying a pub will be costly, regardless
of where within the UK it is based. This is because you are buying premises with
existing business space, residential accommodation, and often land with
development potential. In many cases, the premises will also have ‘hope value’
attached to it for change of use from commercial to residential use, or even for
complete redevelopment.

One of the advantages of the co-operative model is that the start up costs can be
shared amongst the membership. The majority of co-operative pubs, for example,
raise significant start up capital through community shares - on average about
£155,000 per community, with many raising upwards of £350,000. Co-operatives,
with their social and community values, also have the additional advantage of

being able to raise funds from donations and grants.

2. Once established, co-operative pubs often have lower running costs. Having
received share capital towards the set up costs, together with grants and
donations, not only helps secure the asking price and any refurbishment required,
it also means there will be a much lower debt to service than what the average
private investor would be facing. The benefits of this will be felt directly by the co-
operative if they are managing the pub themselves, or can be passed on to tenants
by setting a lower rent level.

The running costs of co-operative pubs can also be reduced through the
contribution of volunteer time. Co-operatives tend to find that members actively
pursue volunteering opportunities - from serving in the bar to helping with the
accounts - because they are part owners, they are keen to do what they can to

ensure the business thrives.

3. Co-operatives have purchasing independence. In most cases, co-operative pubs
will not be tied into purchasing contracts with breweries or pub companies. This
gives them the flexibility to negotiate better terms and prices from the most
competitive suppliers. Many co-operative pubs choose to purchase from local and
independent suppliers which again will give customers more choice and offer them
a point of difference from other pubs.
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4. Plunkett membership can offer unique savings helping to reduce running

costs. Becoming a member of the Plunkett Foundation gives pubs access to a
number of suppliers which can significantly reduce running costs. Membership
benefits include access to energy, chip and pin services, EPOS, telecoms, and a
number of suppliers of fixtures and fittings. Suppliers are selected on the basis that
they understand the background and needs of co-operative enterprises such as
shops and pubs, and that they are able to offer tailored services and competitive
prices. Membership will directly benefit the co-operative if they are running the
pub themselves, or the benefits can be passed on to the tenant, helping them to
be competitive.

5. Co-operative pubs support the local economy. Co-operative pubs will tend to
purchase from local suppliers of food and drink, helping to support other local
businesses. The Old Crown in Hesket Newmarket, for example, buy their beer from
a brewery based in the same village, and The Raven Inn in Llanarmon yn lal take
pride in sourcing their menu as locally as possible. Retaining pubs in co-operative
ownership also have a positive impact in retaining employment opportunities for
local people, and helping to sustain opportunities for people to work in the areas
where they live.

6. Co-operative pubs have an asset lock safeguarding the building for the long
term. Once a pub is in co-operative ownership, it will have an asset lock
preventing the business being sold and the assets being distributed amongst the
members. Instead, in the event of business failure or the business being sold, the
assets must be given to another asset locked organisation, usually with similar
objectives. This will ensure the community have long term control of the building,
and that the building is retained for community benefit.

7. Co-operative pubs provide a better range of services. Co-operative Pubs go
well beyond their functional remit of selling food and drink; they are businesses
owned by the community for the community, and as such provide a wide range of
services for community benefit such as Post Offices, cafes, libraries, community
shops, meeting rooms or IT suites. Additionally, after any debts are serviced and
reinvestments into the business made, the majority of profits are allocated to
community projects and initiatives helping to improve the local community.
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8. Co-operative pubs provide better quality services. As membership organisations

where members have equal and democratic voting, co-operative pubs have a
culture that has customer feedback built in. This enables pubs to respond to the
interests and demands of its customers, which in turn, builds loyalty and a stronger
chance of success. It is clear that communities are keener to support a venture
that they feel they have ownership of and a say in how it is run - and once they
feel it is their pub, they will feel more committed to using it and supporting it for
the long term. If the pub is to be tenanted, the community can also determine the
terms of the tenancy and shape the way the pub is run and the type of services
offered.

9. Co-operative pubs stimulate community activity, and help to reduce to social
isolation. Co-operative Pubs become the hub of their community by being open
long hours, open to all the community, and hosting a wide range of services in
addition to the sale of food and drink. As a result of the through flow of customers,
and their volunteer base and membership meetings and task groups, they
stimulate social activity and help to create a sense of community. This social
environment can give people an opportunity to be involved in community life,
create support networks for the vulnerable, and for some people provide a sense
of belonging, purpose and self-worth. This is especially important for vulnerable or
isolated groups in society such as older people, carers and people who live alone.

10.Co-operative pubs are a more resilient form of business. As a result of all of the
above points, the co-operative model has a stronger chance of success. The
survival rate of co-operative pubs reflect this - since the first pub opened in 2004
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