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1 Introduction
The Focus of This Guide
The scale of opportunity in the woodfuel supply chain at this time is enormous.
Co-operative working is a key mechanism that can enable businesses to
successfully enter this supply chain. The focus of this guide is to provide step by
step information for interested businesses, from the advantages of co-operative
working in this sector through to practical guidance on how to do it successfully.
This guide focuses primarily on the wood chip supply chain, as this is where the
greatest opportunities lie for co-operative working and for the wider deployment of
wood energy in Scotland. There are also significant opportunities for collaborative
working arrangements that incorporate wood chip along with pellets and/or logs, for
example to grow the local wood pellet supply chain on the back of wood chip supply,
or simply to provide the raw material to wood pellet or wood chip producers.

Who is This Guide For?
This guide is targeted at forestry, farming and other businesses that are looking to
participate in the woodfuel supply chain. The guide will help you understand the
benefits of working collaboratively to form cost effective supply chains that meet the
needs of the growing number of woodfuel customers in Scotland.

1.1.

The Market Opportunity for the Woodfuel Sector in Scotland

The size of the heating market in Scotland is huge - far larger than the ability of the
forestry sector to meet its potential needs either now, or at any likely point in the
future. According to government sources, the total Scottish heat market is slightly
more than 60TWh per annum, the vast majority (>98%) of which is provided from
non-renewable sources. To put this into context, 60TWh is equivalent to 11.4 million
oven dried tonnes (odt) of wood chip. At present, of the 0.845TWh of heat which is
currently provided from renewable sources, the majority comes from the direct
combustion of biomass - accounting for around 83% of the total renewable heat
produced in Scotland.

The total tonnage of woodfuel consumed in Scotland each

year topped 670,000 odt in 2010 – equivalent to around 1.3 million green tonnes of
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timber - an increase of 170,000 odt on the previous year. An additional 157,000 odt
was forecast to be used to manufacture pellets.
The introduction of the Renewable Heat Incentive (RHI) is having a transformative
effect on demand in the medium to small scale heating market. Installations that are
coming forward that typically provide the greatest potential for woodfuel suppliers
include public buildings, such as schools, hospitals and visitor centres, alongside
private sector schemes, the most common being steading conversions, rural
business parks and traditional estates/country houses.

Third-sector schemes are

also a growing market, in particular an increasing number of district heating schemes
for social housing projects.
The recent attempt by the Sustainable Development Commission (SDC) to assess
the future market potential for biomass heating concludes that :
“it is clear that there is very significant potential for a substantial increase in
small to medium heat only biomass. Meeting a further 2-3% of heat from
small to medium scale installations by 2020 seems feasible”.
Sustainable Development Commission Scotland
Renewable Heat in Scotland (2009)

In reality, this would equate to between 1.2 and 1.8TWh, equivalent to between 670
and 1,000 medium sized leisure centres.

To take another measure, this would

equate to between 2,000 and 3,000 new, 175kW wood-fired boilers being installed
between now and 2020. Whilst this requires the year-on-year installation of 200 to
300 boilers - roughly the total current number installed in Scotland at present (203 at
December 2010) - the figure is reasonably realistic in light of the RHI and the
appetite of the industry for growth.
There is a huge opportunity for farming and forestry businesses to capitalise on the
market opportunity that wood-fired heating systems now represent. The challenge
will be to overcome the remaining market barriers that exist while the sector is still in
its infancy. A number of these market barriers can be overcome very effectively
through co-operative working, which is explained in detail in Section 1.3.
Assuming other barriers are removed or overcome through the continuation of
support efforts such as the RBAN project, Carbon Trust Biomass Heat Accelerator
and the like, there is no reason why small and medium scale biomass heating should
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not make up a significant part of Scotland’s future renewable heat provision, and
consequently generate a sustained demand for very significant volumes of woodfuel.

1.2.

What is Collaborative Working?

Collaborative working can be as simple as providing moral support to one another
when tendering or even just sharing information, but may extend right through into
the creation of a formal co-operative organisation. Put simply, it is working together
to achieve a commercial objective, which businesses cannot easily achieve
independently or individually.
There are many examples of companies that have worked with others in their supply
chains for mutual benefit. This last point is key, as there has to be something in it for
everyone involved, or it is not true collaboration. This doesn't mean that the benefits
are necessarily shared equally by all partners, but it does mean that they're shared
fairly, recognising the effort that each has contributed1.
The land use sector is already very familiar with collaborative working, for example,
ventures such as machinery rings and agricultural co-operatives. Forestry, because
of the large number of small, specialised contracting businesses, is already an
industry which is characterised by a high degree of collaboration, although we
perhaps don’t always recognise it for what it is. Very few companies in the sector
operate independently of the rest of the supply chain, and in the spirit of
collaboration, most businesses already work with others on what could be classed as
joint projects.
Collaborative working, particularly when done through some type of formal structure,
is proven as a powerful way of benefiting businesses, particularly smaller
businesses, of creating customer confidence and of helping to grow local woodfuel
markets.

Taken to its natural conclusion, collaborative working can lead to the

creation of more formal structures within which a number of businesses can work
together towards a common set of objectives.

1

C2 website: www.ctwo.org.uk
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When Collaboration Becomes Co-operation
A co-operative is simply a way to bring together individuals or companies to meet
common economic, social or environmental needs. This typically results in a Cooperative Enterprise which is controlled by all its members and distributes its profits
either to members, or in some cases, for community development. Co-operative
working requires a high degree for trust between members and this generally creates
an ethical and social agenda which benefits all those who participate.

1.3.

Why Work Together?

Research shows that supply chain collaboration increases competitiveness and
offers many business benefits. The rewards can be long lasting and have a dramatic
impact on the participating businesses.

Working together allows individual

businesses to generate efficiencies by sharing the cost of resources, such as
equipment and staff. By collaborating, they can also access new customers and
markets, increase their reach, and grow revenues as a group.
Businesses in traditional supply chains compete with each other, foregoing the value
available from greater efficiencies and faster market responsiveness. Businesses in
collaborative chains align their commercial objectives and coordinate information
flows and actions to capture more value for all.
The benefits of co-operative working are demonstrated in all sectors of the economy,
particularly the land-based industries.

In fact, 30 of the top 50 co-operative

enterprises in the UK are found in the food, forestry and agricultural sectors.
Scottish Woodlands and DWP, for example, are well known in Scotland. In fact, the
Co-operative Movement started in Scotland with the Fenwick Weavers Society in
1761, and from there grew to a worldwide movement which contributes directly to the
livelihoods of over 3 billion people.

Taken together, the 5,000 co-operative

enterprises in the UK have a membership of close to 13 million people, generating a
combined turnover of £33.5bn (c. £4bn in Scotland). In Scandinavian countries,
whose woodfuel sectors are considerably more mature than the UK, co-operative
working is seen as a recognised structure for an energy business.
Collaborative working offers a range of benefits to the individual businesses that
make up the woodfuel supply chain, particularly in the immature sector which we
have at present, and the principle has an important role to play in enabling woodfuel
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businesses to successfully enter the woodfuel supply chain. More often than not in
woodfuel supply chains, the common objectives of collaborative working are the
pooling of physical and intellectual resources in order to meet the new opportunities
on offer in the woodfuel market. Certainly, in order for any collaborative venture in
the woodfuel supply chain to succeed, there needs to be a reason to work together the strong commercial imperative of gaining access to the huge market now on offer.
Working in this way reduces commercial risks and enables businesses to achieve
scale without having to increase staffing, property or investment.
Collaborative working can also play a major part in breaking down the many barriers
that face the wider deployment of wood-fired boilers and the creation of supply
chains. The risk is that early entrants to woodfuel markets are more inclined to ‘go it
alone’ than work with others, which greatly reduces their chances of achieving either
rapid or lasting success. Collaborative working can deliver real benefits at all points
in the development of a wood chip installation, particularly where the public sector
are the customer, when there is cluster of installations in the same ownership, or
where the installation requires a large volume of fuel.

The Benefits of Collaborative Working
There are many benefits to working with others to reach a common goal. Some of
the more obvious benefits of collaborative working in the woodfuel supply chain
include2 :
1.

Grow income and reduce costs by collectively purchasing, processing
and selling;

2.

Access new markets and tender for bigger contracts, including the ability
to respond faster to opportunities and with greater resources than would
otherwise be available;

3.

Safeguard the future of the business and its employees, for example
through better deployment of the labour force through subcontracting
during particularly quiet or busy periods;

4.

Increase productivity and innovation through employee involvement;

5.

Raise investment;
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6.

Develop new products and services;

7.

Reduce the capital costs of entry to the supply chain.

Benefits Specific to the Woodfuel Supply Chain
The woodfuel market in Scotland is still comparatively immature, and there are
number of well documented barriers to successful entry into this market.
Collaborative and co-operative initiatives can play a major role in helping businesses
meet the needs of woodfuel customers, and have been proven successful in
continental Europe, and to a limited degree elsewhere in the UK.

Co-operative

working is a key mechanism for overcoming a number of these barriers, including :

Barrier

Co-operative Working Solution

Lack of critical mass in the supply Pooling resources can create the necessary
chain.

critical mass.

Lack of customer confidence :

Creates customer confidence :

•

•

Customers wondering “where

•

Collaborative

ventures

enable

the

will I get my fuel?” and the

supply chain to face the customer as a

lack of a single point of

single entity – easier for customer to

contact;

source fuel supplies;

Complexity and confusion can
often result when potential

•

Reassurance – size of the enterprise
provides comfort.

woodfuel users peer into the
unfamiliar world of forestry;
•

Fears

over

continuity

of

supply.
Fuel Quality :
•

Easier to control fuel supply standards.

Variation in fuel quality and
lack of monitoring.

2

Co-operative Development Scotland: www.cdscotland.co.uk
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Dispersed Customers :
•

By working co-operatively :

There are very few clusters of
installations, and those that do
exist are typically small scale.

•

Economies of scale can be generated;

•

Resources shared (e.g. different sizes
of delivery vehicles);

•

Logical geographical areas can be
targeted for market development.

Financial :
•

Co-operative working creates :

Limited funds for investment,

•

Ability

to

pool

resources

and

investment to enter the supply

equipment (e.g. shared purchase of

chain can be considerable.

machinery/timber);
•

Cost savings can be achieved bringing
in forestry (if you have trees) or
chipping contractors (if you don’t) by
reducing positioning costs;

•

Coming

together

to

purchase

consumables and services, thereby
benefiting from economies of scale and
purchasing power;
•

Co-operative ventures are often looked
upon favourably by funding bodies and
may be able access funding not
available to private enterprises.

Technical

challenges

and

‘bad The ability to come together to share

news stories’ which have arisen knowledge and expertise, solve common
from a lack of expertise in the technical challenges and invest in training.
supply chain.
Tendency for customers to seek Working

with

the

customer

to

solve

lowest cost fuel, often at expense challenges in the fuel supply and co-operate
of quality and consistency.

to ensure realistic and sustainable fuel
prices that are fair to both parties.

Co-operative Working in the Woodfuel Supply Chain: A Guide for Businesses

7

2 Step by Step Guide to Co-operative Working
The actual steps to setting up a co-operative enterprise aren’t really very different
from any other business; they just involve working with others. This section sets out
in detail the steps that need to be taken establish a co-operative working venture.
As there are a variety of different models for collaborative working the relevant steps
will vary and may not occur in the same order.

2.1

Identify the Immediate Opportunity and the Benefits that Co-operative
Working Could Bring

The fundamental step in setting up a collaborative working venture is defining why:
ask yourself “what is the benefit of working collaboratively rather than in competition
with others?”. In order for collaborative working to be successful there must be a
strong commercial imperative to work together and there must be a benefit to
businesses that could not be achieved by them working alone.

In the case of

collaborative working in the woodfuel supply chain, the business benefits can be
significant. These are set out in the previous section, but this information must be
combined with your own knowledge of the sector in your particular area. You may
wish to consider :
•

What local opportunities do you want to take advantage of through
collaborative working?

•

What will collaborative working achieve that you cannot achieve on your
own?

•

How will other businesses benefit from this collaborative venture and why
should they participate?

2.2

Initiation of Collaborative Working

Any business in the chain can initiate collaboration. It is also common for industry
organisations to provide both stimulus and support, because they are well positioned
to identify opportunities and engage with businesses at different points in the chain3.

3

SAOS website: www.saos.co.uk
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You need to find out whether there are other suitable businesses that are interested
in working with you. This may be done through existing networks and forums, both
informal and formal.
Once you have identified a number of key contacts it is good idea to establish a
working group to take the idea forward. Working together from the very early stages
is an excellent way to begin building trust and develop mutual understanding. This
does not come instantly and it takes time to prove that you are committed to a long
term, sustainable relationship. The working group is the first stage of this process.

2.3

Appoint an Independent ‘Honest Broker’

Having an organisation or individual fill the role of honest broker is a key
consideration for any prospective woodfuel producer group, particularly where you
are starting from scratch. The ability to draw on knowledge and experience from
outside the group, where the advisor has no vested interest, can be invaluable.
There are a variety of independent consultants and organisations which can provide
this support, some of which are listed below. While it is possible to create a cooperative enterprise without this support, the advisor typically plays an important role
in building trust between members and offers neutrality. They can unblock barriers
and create an environment within which the group can reach consensus on
developing and implementing the business idea.

They may take responsibility for

progress or stimulate action and introduce other resources or new ways forward.
Organisations which can carry out this role :
•

Co-operative Development Scotland;

•

Scottish Agricultural Organisation Society Ltd (SOAS);

•

Scottish Agricultural College;

•

You may also know of other consultants or agents with proven
experience of woodfuel and collaborative working in your local area.

2.4

Carry Out a Feasibility Study

The purpose of this stage is to define both the market opportunities and aspirations
of the businesses involved. Essentially, it is to ensure that everyone involved is clear
on the direction the collaborative venture is heading. You may want to consider
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engaging a suitably competent organisation or consultant to assist you or deliver this
report on your behalf - again filling the role of honest broker.
The report should include an outline of the market opportunities and business case,
and show that the venture is feasible and viable. It should also describe a shared
vision or mutual goals and members’ expectations, as well as an assessment of risks
and sensitivities. It is also valuable to include preliminary research on the different
sources of funding that may be available.
This report should be discussed by the working group / interested businesses and
used as the basis to agree whether or not the co-operative working venture should
go ahead. This may require an open meeting at which questions can be asked and
again it may be beneficial to have this meeting chaired by an honest broker.
Obtaining agreement between all members will be more straightforward if they have
all been involved in the development process.

2.5

Decide on the Most Suitable Structure for Co-operative Working

Models of Co-operative Working
This section will introduce the different models of collaborative and co-operative
working and assist you to decide which model is most appropriate. All of the models
presented below are just that - models, and it is important that the eventual structure
you set up is tailored to your specific business goals, local opportunities and
circumstances. There are a variety of organisations and expert advice available to
assist you in this decision, and full details are given at the end of this section. We
strongly recommended that professional advice is sought.
There are a variety of models that can be successfully used for co-operative working
in the woodfuel supply chain. When considering which model will be effective for
your market and aspirations, there are three critical aspects to consider :
a) What elements of the woodfuel supply chain should be included?
b) What type of the co-operative structure will you adopt?
c) What legal structure should be adopted?
Each of these aspects is discussed in the following sections :
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•

Timber growers / farmers / forest owners

•

Forest management Companies

•

Forestry Contractors

•

Sawmills

•

Secondary Processors

•

Chipping Contractors

•

Arboriculture Contractors

•

Hauliers

Other key players :
•

Specialist Biomass Consultants

•

Consulting Engineers

•

Wood-fired Boiler Installers

•

Energy Service Companies (ESCos)

There is plenty of scope for collaborative working throughout the woodfuel supply
chain. Three potential models are outlined below :
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•

Grower Co-operative

There are significant opportunities for the development of grower co-operatives
to respond to the current opportunities in the woodfuel sector, for example to
supply wood to wood chip or pellet producers. There are several successful
grower co-operatives in the UK, such as DWP Harvesting which are profiled
below.
•

Fuel Supply Co-operative

Beyond grower co-operatives, instigating formal collaborative working efforts in
discrete parts of the supply chain makes little sense. It makes more sense to be
inclusive rather than exclusive in terms of the businesses to include in any formal
arrangement. There is far more to be gained by bringing in all the necessary
skills and enterprise types from throughout the supply chain to create a fuel
supply co-operative.
As illustrated in the diagram above, a fuel supply co-operative consists of all of
the elements of the traditional timber supply chain, stretching from the forest right
through to the haulier that delivers the finished product to the customer.
•

Full Service Co-operative

The next stage of sophistication is a “full service co-operative”. This model goes
a step further by including an ESCo provider (which may be the co-operative
itself) and a local boiler service agent.
This option is the most likely to generate strong early income for a collaborative
venture, and is one reason why Energy Services Companies, or ESCos for short,
are a common feature in the more mature woodfuel markets of continental
Europe, and are steadily increasing in number in Scotland. The Renewable Heat
Incentive (RHI) has made ESCos far more attractive than previously, as its
guaranteed returns create a sound basis for investment by a range of parties.
An ESCo is essentially a form of agreement between a Woodfuel Customer and
an organisation which provides a range of services focused around energy, in
this case heating. The ESCo provider takes on some or all of the operational

Co-operative Working in the Woodfuel Supply Chain: A Guide for Businesses

15

aspects of the wood-fired boiler, including fuel procurement and management,
and in some cases may also own the boiler plant itself. The ESCo then bills the
Woodfuel Customer at an agreed rate for the heat which they use. Where a
woodfuel co-operative incorporates an ESCo function, then the best possible
supply chain efficiencies can typically be realised.

This is because all the

members benefit directly from the profitable operation of the co-operative
enterprise – the more efficient the supply of fuel and heat energy, the greater the
returns to the participating enterprises.
In mature markets, supply chain companies often move into ESCo activities, and
some of the largest heat-based ESCos in Scandinavia have their roots in the
farming and forestry sectors.

These organisations are very commonly

collaborative or co-operative ventures, and involve both supply and demand-side
organisations. As the woodfuel sector in Scotland matures, ESCos are likely to
become an increasingly common feature in the marketplace, and all ESCos must
source fuel from somewhere. Where fuel producers are not ESCo members, the
ESCo will engage with the supply chain directly to procure and manage fuel
supply.
While there are definite advantages to ESCos, the key challenge is the huge
initial capital costs. However, co-operative working to establish an ESCo may
bring advantages in spreading the risk. A further barrier can be the need for an
additional range of professional skills and qualifications such as building
services, plumbing and construction.

Again, working collaboratively with

businesses in these fields could be a mechanism for overcoming this barrier.
Case Studies
Below are a range of case studies of collaborative working :
DWP Harvesting Case Study
Focusing on just one part of the supply chain is only really logical for timber growers.
DWP Harvesting is one such co-operative based in Aboyne, Aberdeenshire, with
woodland owner members stretching from Perth to Moray. DWP jointly markets the
forest resources of its members, provides silvicultural and technical advice, and is
already active in woodfuel markets across the north east.
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DWP Harvesting is a Consortium Co-operative with an annual turnover of around
£600,000 and around 36 members. The co-operative grew out of a small group of
forest owners who already knew each other well, and decided to establish the cooperative in 1987 to manage and market their timber resource.
Each member contributed £100 initially towards working capital at the outset to cover
legal and administrative costs, and new members are also asked to make this oneoff contribution. The co-operative retains a percentage of the revenues from timber
sales to cover running costs and the managing agent’s commission, audit fees,
health and safety signage and anti-fungal treatments.
DWP has successfully faced up to a number of challenges across the years,
particularly securing a sensible return for the members while timber prices were low.
The collective bargaining power has enabled members to secure higher prices than
would have been possible if they were working on their own. Initially, members and
customers alike struggled to understand the co-ownership structure and the role of a
co-operative, however the advantages have now been clearly proven to members.
DWP actively encourage both old and new members to engage with the cooperative. The seven directors attend quarterly board meetings and all members are
encouraged to attend the Annual General Meeting. To support this, there are new
member ‘receptions’, where existing and potential new members can get together to
discuss the work of DWP. All of this activity is supported by a managing agent who
is retained on a commission basis to deal with sales, invoicing, payments,
governance, business development and other activities that support the co-operative.
By working together, the members of DWP have pooled their timber volumes, giving
lower harvesting, processing and haulage costs and achieving a better price in the
market. By handling operations and paperwork centrally, they have taken the hassle
out of selling timber.

By working together, DWP have collectively lobbied both

Holyrood and Westminster, as well as local government on behalf of their members,
and all of whom have benefited from the up-to-date information and advice on
industry events, developments and opportunities that might otherwise have passed
them by.
DWP have now successfully entered the woodfuel supply chain. It is their access to
the raw material and other resources which has allowed them this opportunity which
as individual businesses would have been considerably more difficult. Critically for
emerging woodfuel markets, DWP have been able to provide continuity of supply
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and have built long-term relationships with suppliers, contractors and customers.
Their success has been built on the back of a sound business base and sufficient
resources.
European Case Studies
The woodfuel sector in many European countries is significantly more mature than in
the UK, and woodfuel co-operatives are a key part of the sector. Two examples of
what can be achieved by co-operatives are Naturbränsle and Metsäliitto :
Naturbränsle
Naturbränsle is a Swedish woodfuel co-operative. It is owned by forest owners,
private sawmills and Setra, one of Sweden’s largest wood products companies. The
co-operative collects forest chips and sawmill co-products to supply around 3.5 billion
kWh of woodfuel annually. This is equivalent to approximately 0.6% of Sweden’s
total energy requirement. Around 60% of the material Naturbränsle supplies comes
from the forest and 40% from sawmills. The co-operative has 16 permanent
employees and handles around 50,000 deliveries a year.4
Metsäliitto
Finnish producer co-operative Metsäliitto is owned by 130,000 Finnish forest owners.
It is Europe’s largest wood producer and has diversified into a range of paper,
packaging, wood processing and biofuels markets. It turns over €8.4 billion and
employs 30,000 people. Metsäliitto was established during the 1930s following land
reforms which saw 51% of the country’s forest area pass to individual land owners.
More recently, many small forest related co-operatives have been formed to exploit
the waste products of the industry, turning residues from sawmills into wood chips.
These are sold to local authorities for use in heating plants.5

4

Co-operate for Growth: Growing Scotland’s Renewable Energy Sector, Co-operative Development
Scotland (2010)
5

Co-operate for Growth: Growing Scotland’s forest Industries, Co-operative Development Scotland
(2010)
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b) What type of co-operative structure will you adopt?

When developing a co-operative, the parties should identify the structure that is most
appropriate, taking the aspirations of members and the market opportunities into
account. This may mean continuing with the existing arrangements or creating a
new vehicle.
There are a variety of possible structures.

Commercially minded woodfuel co-

operatives will most commonly be constituted as co-operative consortia but other
structures are also available. The following section provides an outline of some of the
different types of vehicles.
i.

Co-operative Consortium

A co-operative consortium is a collaboration of limited companies, partnerships,
individuals or a mixture of these that want to purchase, sell, market, bid for larger
contracts collectively and/ or share facilities. Such consortia may have certain
capacity or skills that the others may lack and may provide services to others
such as chipping or harvesting. Each consortium member will operate as part of
the consortium as well as continuing to trade separately. This type of cooperative is relatively commonplace in the rural sector.
The model can be used to reduce costs, grow revenues, share risks, increase
productivity, innovate products or services, access new opportunities or introduce
new processes requiring scale.
Running costs are met by the co-operative retaining a percentage commission of
the value of members’ trade through the co-operative, meaning that members
contribute in proportion with their usage.
ii.

Consumer and Community Co-operatives

Co-operatives that are owned by their customers or members to provide the
goods and services. For example, a community woodfuel co-operative would
allow collective investment in and ownership of a biomass boiler that could supply
a district heating scheme or local community building. The income generated
through the Renewable Heat Incentive could be used for investment in
community development activities or re-invested in other energy infrastructure.
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iii.

Community Land Trust

Community Land Trusts are established in communities to acquire land, fixed
assets and then hold them in perpetuity for the benefit of the local community.
They work on a non-profit basis, accessing public, private and charitable finance
and tap into the resources of their community to provide and manage projects as
diverse as affordable housing, workspace, community buildings and assets and
green space. A community land trust could be an appropriate model for a
community that purchases woodland under the National Forest Land Scheme
and seeks to manage this for timber and woodfuel which is used in community
buildings or sold to third parties.
Specific guidance and support on Community Land Trusts is available on the
web at www.communitylandtrust.org.uk.
iv.

Secondary Co-operatives
A secondary co-operative is where a group of existing co-operatives carry out a
joint activity - for example, you might bring together a machinery ring with a
timber marketing co-operative to meet the woodfuel market. Working together in
this way combines the memberships, skills and resources of two established cooperative enterprises to meet a new market with considerable scale from the
outset.

c) What legal structure should be adopted?
In order for a business to be successful, choosing the right legal structure is vital.
The articles or rules set the framework within which the business operates internally
and externally.
A members or shareholders agreement may govern the relationships between
members, shareholders and the commercial vehicle.
The legal structures that are appropriate to co-operative working in the woodfuel
supply chain include :
• Company Limited by Guarantee
• Company Limited by Shares
• Joint Venture
• Partnership
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• Limited Liability Partnership
• Community Interest Company
• Industrial Provident Society
An introduction to each structure is given below. However, it is recommended that
independent, legal advice is sought in respect of constitution of these models. As
with other aspects of co-operative working, a number of organisations including Cooperative Development Scotland can also assist.
Consortium Company Limited by Guarantee
In a consortium company limited by guarantee there is no share capital and there are
no shareholders. Instead, the members give a guarantee to cover a company’s
liability. However, the guarantee is nominal, normally being limited to £1. The
members become its owners and have broadly the same powers as shareholders in
a company limited by shares.
Sometimes there are associate members. The latter term may be used for
individuals who have a benefit such as receiving work from the consortium.
The company is controlled by its members each who have equality of voting and by a
board of directors. It has the benefit of limited liability. Its governing document is its
memorandum and articles of association and it is regulated by the Companies Acts
as amended.
Consortium Company Limited by Shares
A share company is the most common type used by businesses. A company limited
by shares divides its share capital into shares of fixed amounts and can then issue
them to shareholders. The shareholders then become the owners of the company.
Share ownership can bring a sense of involvement. It allows for capital investment,
capital growth and dividends. Shares are potentially transferable, thereby allowing an
investor to realise his or her investment.
The company is controlled by its shareholders each who have equality of voting and
by a board of directors. It has the benefit of limited liability. Its governing document is
its memorandum and articles of association and it is regulated by the Companies
Acts as amended.
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Joint Venture Co-operative
The term joint venture has no specific meaning in law. It describes a commercial
arrangement between two or more economically independent entities.
Parties may choose to enter into a joint venture to share costs on a significant
project or as part of their strategic planning in particular industries or markets. The
reasons for establishing a joint venture will vary from case to case.
Joint ventures have become increasingly important as a medium through which
companies undertake significant business activities and projects. A major factor for
this is the escalating size of transactions and projects, which frequently require
commitments on a scale beyond the resources of individual companies.

The

rationale and perceived advantages of particular joint ventures (both large and small)
vary from case to case.
Against this background, planning and documenting a joint venture should help
create a structure which not only meets the technical, operational, financial,
accounting, regulatory, legal and tax requirements of the venture but also
encapsulates the underlying commercial objectives of the individual participants.
A joint venture co-operative should have equality of voting between its members.
Partnership
A Partnership is a form of business arrangement, usually between individuals who
are, and remain, self-employed. The partners pay their own tax at the end of the
year and there are no employers National Insurance contributions to pay.
However, the Partners are jointly and severally liable for debts. That is, any partner
may be held responsible for the debts of the all the other partners incurred in the
partnerships. Additionally, those working together in a Partnership are not limited in
their liability, the consequence of which is the individuals fall personally liable should
the assets of the Partnership be insufficient to cover any liabilities that may arise.
Limited Liability Partnership (LLP)
A LLP is similar to an ordinary partnership. The difference is that liability is limited to
the amount of money they have invested in the business and to any personal
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guarantees they have given to raise finance. This means that members have
protection if the business runs into trouble.
LLPs must register at Companies House. A written agreement should be drawn up
between the members and professional advice should be taken.
The LLP itself and each individual member must make annual self-assessment
returns to HMRC and all LLPs must file accounts with Companies House.
Each member takes an equal share of the profits, unless the members' agreement
specifies otherwise.

Members of a partnership pay tax and National Insurance

contributions on their share of the profits. The profits of a member of an LLP are
taxable as profits of a trade, profession or vocation and members remain selfemployed and subject to Class 2 and 4 National Insurance contributions.
Community Interest Company
A CIC is a type of company for people who want to be involved in a business that
benefits the community (the population as a whole or a specific group), rather than
just the owners, managers or employees it is a social enterprise.
The special features of CICs make them particularly suitable for this purpose. A CIC
can be a public company limited by shares, a private company limited by shares or a
company limited by guarantee, and will have the same benefits and obligations as
other companies of its type, including registration at Companies House.
CICs are a legal form providing a flexible alternative to charities and industrial and
provident societies.
Providing a CIC benefits the community and does not exist for political aims, there
are few restrictions on its activities.
In order to qualify as a co-operative there requires to be equality of voting.
Industrial and Provident Society
An industrial and provident society is an organisation conducting an industry,
business or trade, either as a co-operative or for the benefit of the community. It may
be of a bencom or a bonafide nature.
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Bonafide Co-operative Society
There is no statutory definition of a 'bona fide co-operative' society but there are
criteria.
The criteria are :
•

conduct of the business must be for the mutual benefit of the members with
the benefits they receive deriving mainly from their participation in the
business;

•

control of the society must be vested in the members equally, the principle of
'one man, one vote' is fundamental;

•

interest on capital will not exceed a rate necessary to obtain and retain
sufficient capital to carry out the society's objects;

•

profits, if distributable amongst the members, will be distributed in relation to
the extent members have either traded with the society or taken part in the
society's business; and

•

membership must not be artificially restricted with the aim of increasing the
value of any proprietary rights and interests.

Benefit of the Community
A society 'for the benefit of the community' must principally show that :
•

the business must be run primarily for the benefit of people who are not
members of the society and must be in the interests of the community at
large;

•

the rules of the society must not allow distribution of profits or assets to the
members: profits should be ploughed back into the business;

•

the organisation has special reasons for registering under this part of the
industrial and provident society legislation rather than as a company;

•

on dissolution the assets of the society must pass to some other body with
similar objects, not to the members.

A ‘bencom’ must also meet the requirements in respect of interest on share on loan
capital as for a bona fide co-operative society.
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An industrial and provident society must have at least three members and there is a
maximum share subscription limit of £20,000 for individuals and non-industrial and
provident society corporates.

2.6

Project Structure, Staffing and Management

To date, experience across the UK has demonstrated that it has been difficult to
create from scratch, and sustain, a collaborative woodfuel supply chain project as
a standalone organisation, largely due to the slow growth of the woodfuel sector over
the past decade. Those that have tried either ceased trading when grant aid ran out
or were subsumed into another organisation in order for them to continue. Even
where groups were hosted by third parties, these have failed to be sustained in the
long term, primarily because of the end of grant funding and slow market growth
failing to generate sufficient income.

It is important to note that the successful

woodfuel co-operative of DWP, built their business on the back of a successful and
long standing company. A new co-operative must have a sound business base and
sufficient resources in place.
With the advent of the Renewable Heat Incentive and the expected resulting rapid
uptake of woodfuel heating, the risk of failure due to insufficient income has been
greatly reduced. In addition, we are now able to take advantage of the lessons
learned by earlier organisations. This section will set out how to avoid the main
potential pitfalls and develop a successful co-operative business.

Who will run the collaborative venture for you?
It is important that some sort of resource is put in place in order to actually ‘run’
things. Dedicated staff time is essential, as without it, experience suggests that the
venture will fail to move forward. If the work of running the group is left to the
businesses involved, the tendency is for the ‘day job’ to take priority, and the work for
the collaborative venture fails to get completed in a timely manner. In addition to
this, there is often a requirement that some sort of support is available for users and
producers alike, and ideally this should be offered independently - effectively as an
honest broker between the two parties. There are two options for delivering this role:
for the venture to employ a staff member directly; or to buy in time from a suitably
qualified third party.
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Employee
Directly employing a staff member is often seen as the most obvious answer,
however there are a number of issues associated with this and the consequences
can have profound impacts on the ultimate success of the co-operative venture. The
financial considerations of this option are explored in detail in section 2.7, and the
other key issues are outlined below :
•

Finding the funding to employ a staff member

It can be very difficult for a newly formed organisation to commit to employing a
member of staff on a permanent contract. Finding sufficient, sustainable funding
generated by the co-operative is a big challenge in the early stages. On the other
hand, someone needs to be working on generating business for the co-operative in
order to grow income. Therefore, the route commonly taken by previous woodfuel
supply chain co-operatives has been to apply for public sector funding to employ a
‘Woodfuel Development Officer’ or similar. However, this funding, more often than
not, comes in the form of a fixed two or three year ‘project’ post.

This is not

desirable for the development of a co-operative that is sustainable in the long term.
•

Lack of suitably skilled individuals

It is widely acknowledged that there is a general lack of competent individuals
available across the UK with the requisite skills and knowledge in woodfuel.
Therefore, recruitment can take time and individuals may start with a low level of
knowledge of the wood energy industry, and often take around a year to develop this
knowledge to the point where they are making a useful contribution.
•

High levels of staff turnover in the woodfuel industry

This is a very common issue in the woodfuel sector, with experienced individuals
moving on to other roles after relatively short periods of employment. The skills and
contacts are therefore lost and the co-operative’s ability to continue effectively is
significantly diminished.
If time limited public funding has been secured for this post then this issue becomes
even more significant, with individuals likely to start seeking alternative employment
well before the end of their contract.
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Contract a Competent Third Party
The most effective solution to this problem is for the collaborative venture to contract
with a suitably competent third party to deliver the necessary services to the
membership and their funders. Clearly, the third party needs to have the skills inhouse to be able to deliver the full range of activities and be able to demonstrate its
own long-term availability to the project. Such an organisation could be appointed
either through a tender process or by negotiating directly with a pre-identified
partner, depending on the source and requirements of any funding secured to
support the establishment of the group.
This route to delivering the project would avoid the costs and time delays typically
associated with recruitment, and the administrative burden that can come with
employing staff, as well as opening up a far wider range of technical and business
experience than would reside with a single individual. Arrangements can be dealt
with through a simple Third Party Agreement and commercial contract. Crucially,
this enables delivery to get underway more swiftly than the recruitment of directly
employed staff, removes the impacts that result from staff moving on to other
positions, and would simplify the exit strategy from the project by removing the need
to either sustain the member of staff into the future or pay redundancy costs.

Defining Responsibilities
Each business involved in the collaborative business must appoint a person with lead
responsibility who has over-all decision making authority over his company's role and
responsibilities in a development6. Lack of sufficient authority or constantly changing
contacts will significantly weaken the ability of the venture to succeed.

Supporting materials :

6

•

Person Specification included at Appendix III

•

Third Party Agreement included at Appendix IV

SAOS website: www.saos.co.uk
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2.7

Funding and Financing

Start-Up Funding
Almost every collaborative business venture will require capital to start up and later
for further development. It is vital to plan how the capital required by the business will
be secured.
It is important to remember that the legal structure which is adopted has implications
for how capital can be raised and also defines the financial commitment expected of
members.
Specialist advice and practical support is available from the range of sources
mentioned previously.
SAOS have found that collaborative ventures set up by farmers and growers tend to
capitalise new co-operatives from the following sources :
•

Member equity - 33%

•

Bank borrowing - 33%

•

Grants - 33%

The proportions vary according to the availability of public sector support and the
banks' evaluation of the business risk.

The Role of Public Sector Funding
Realistically, and as evidenced by experience in other parts of the UK, co-operative
ventures may benefit from public-sector grant support for their establishment and
first few years of operation.
The most likely sources of funding for woodfuel co-operatives are LEADER and the
wider Scottish Rural Development Programme (SRDP) of which it is a part.
LEADER funding is specifically targeted at communities and rural businesses, and
has a strong co-operation dimension throughout. LEADER can provide funding at up
to 50%, although this varies from one area to another. Information on LEADER
areas,

objectives

and

local

eligibility

criteria

can

be

found

here:

www.scotland.gov.uk/Topics/farmingrural/SRDP/LEADER.
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The SRDP also supports co-operative working more broadly, but is tightly focused on
forestry and farming businesses and those that work with the products of forestry
and farming. Again, priorities vary from one area to another, but under the Rural
Priorities strand of the SRDP, co-operative working and woodfuel feature
prominently.

Further detailed information can be found on the Scottish

Government’s website here :
http://www.scotland.gov.uk/Topics/farmingrural/SRDP/RuralPriorities.
It is highly likely that, as the business develops over time, further grant funding will
be sought for specific activities or items of equipment. These might include study
tours to other parts of the UK or EU, training courses or larger training projects, the
purchase of specialist equipment to be shared between members (e.g. moisture
meters, chippers, etc…) or professional support for business growth or other
activities.
This funding could come from a range of sources, including the European Union via
the Leonardo da Vinci, Transversal or Grundtvig programmes, the Scottish Rural
Development Programme, LEADER, or from charitable trusts such as the Coalfield
Regeneration Trust, Esmee Fairbairn Trust or Forward Scotland. It is important that
you maintain an awareness of the role that these funds could play in supporting the
growth of the organisation, and that care is taken not to become over-reliant on one
particular source, should that source cease to exist.
The contact details of possible funding sources are included in Appendix II.

Financial Sustainability of the Collaborative Venture
Income can be generated by the group through a range of mechanisms such as
membership fees, fuel sale levies or other services, however this is likely to be
minimal in the establishment phase.

Consideration should also be given to the

impact that offering paid-for services to customers will have on the credibility and
impartiality of the co-operative when attempting to recruit members, some of whom
will see the enterprise as competition rather than a route to greater income and
sustainability for their own business.
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The decision of whether or not to take on an employee or buy in support to run the
collaborative venture is critical, as it has significant cost implications and can
influence the longer term financial sustainability of the project.
Careers Scotland (www.careers-scotland.org.uk) indicates that the salary for a
‘Biomass Development Officer’, which is a job title used by a wide range of public
and private sector woodfuel organisations, sits between £28,000 and £40,000,
although a wider search lifted the top of this salary range to around £50,000. With
on-costs to cover insurances, phone, office costs, etc, the annual cost of employing
a member of staff is likely to range from £36,400 to £55,000.
This is clearly a significant cost for any business to cover, particularly a new one
which may not yet have any customers, and public support can only fund a portion of
this (typically no more than 50%). For this reason, the more logical route to take in
the first instance is to contract with a competent third party. This may include an
existing machinery ring or other established co-operative, a sector-support body
such as SAC, or a private sector consultancy. A tender exercise, where the third
party is required to demonstrate its competence of delivering similar activities, would
be one way of selecting a service provider.

Financial Planning
Although there is huge potential in the woodfuel supply chain, there are also a
number of pitfalls to which new entrants to the sector have frequently succumbed.
Detailed financial planning at the outset will enable members of the collaborative
venture to better understand how they will need to work together in order to make a
profit and identify key risks and strategies to address them.

Every step from

harvesting to delivery needs to be assessed, along with the impacts of variables
such as dispersed customers and variation in delivery methods.
A tool for financial planning for woodfuel businesses, which enables the user to
understand the implications of numerous variables on the profitability of a woodfuel
supply enterprise, is available from Forestry Commission Scotland.

This tool is

designed to calculate the returns from a wood chip supply business, and is as
applicable to co-operative ventures as it is to individual enterprises.

The tool is

accompanied by a guide to setting up a woodfuel supply business. The co-operative
would need to make a decision as to what proportion of its income/surplus should be
given over to covering overheads.

Co-operative Working in the Woodfuel Supply Chain: A Guide for Businesses

30

Supporting materials :
• Business planning tool is available from www.forestry.gov.uk
• Business planning guide is available from www.forestry.gov.uk

2.8

Produce a Business Plan

All businesses should have a plan. It should be regarded as a ‘live’ document that
underpins the operations of the business and should include :
a) Business objectives;
b) Market;
c) Staffing needs;
d) How the business will work;
e) Finance: financial projections; raising finance;
f) Marketing;
g) Governance (legal structures, decision-making procedures, the roles and
responsibilities of the members, directors and staff).
Writing the business plan for a collaborative venture does not differ from a normal
business, however, it is important that all of the members are in agreement with the
contents and ideally participate in some way in its development. There is a wide
range of excellent advice available on writing business plans, including from the
Business Gateway website :
www.bgateway.com, select ‘Starting Up’, then ‘Prepare a Business Plan’’.

2.9

Establish the Board of Directors

The Board of Directors is the body that takes ultimate responsibility for the
organisation and should be elected democratically from the membership. In
appointing a Board, there are several issues to consider including :
•

The number of members;

•

The skills of the respective members (individually and collectively);

•

The links that the members have with other stakeholders;
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•

How to ensure stability/renewal of the board;

•

How members of the board will join/be elected.

Exactly how you establish your Board of Directors will depend on how you have
defined this in your Constitution (See Section 2.5).

2.10 Register the Business
New companies must be registered with Companies House. New Industrial and
Provident Societies must be registered with the Financial Services Authority.

With Companies House
A company comes into existence when it is registered with Companies House, and in
order to register with Companies House certain documents must be filed with them :
•

Application form IN01 to register a company and the various continuation
forms for the appointment of Directors, etc..;

•

Memorandum and Articles of Association (standard version available from
Companies House website or bespoke versions produced for each company);

A company formation agent, solicitor, accountant or chartered secretary can, for a
fee, carry out the process of registration for you and offer you advice. More details
on registering your company can be found on the Companies House website at
www.companieshouse.gov.uk.

With the Financial Services Authority
Full details of how to register, along with the required forms can be found on the FSA
website at : www.fsa.gov.uk/pubs/forms/MS_appform_notes.pdf. (Please note that
at an Act of Parliament is expected during 2011 that may alter the FSA and its
responsibilities relating to the registration of new Industrial and Provident Societies,
any changes are likely to come in to force in 2012.)
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Supporting materials :
• Application form IN01 to register a business with Companies House:
www.companieshouse.gov.uk/forms/formsContinuation.shtml#IN01.
• Application form to register an Industrial and Provident Society with the
FSA: www.fsa.gov.uk/pubs/forms/MS_appform_notes.pdf

2.11 Recruiting More Members
It may be desirable, or even necessary, to expand the membership of your cooperative working enterprise.

Events and presentations are useful methods of

achieving this, and country and agricultural shows are good recruiting grounds for
potential members, as are agricultural marts and trade fairs. You may wish to use
the business plan or a prospectus to demonstrate the potential benefits and risks to
their business from joining, at the very least you should consider producing a small,
inexpensive leaflet to promote the group more widely.
As with the initial establishment phase for your co-operative venture, the key to
getting people involved is demonstrating the successes and benefits that can accrue
from involvement and membership. You can use the practical results of your cooperative working, such as new contracts signed, grant aid secured or the purchase
of new equipment as a ‘hook’ for local media who will be only too happy to pick up
the story for the farming pages of your local paper. Similarly, the same good news
stories can be used to recruit new members directly at shows, events or simply by
calling up business contacts that you would like to see involved.

2.12 Keeping Existing Members
In order for a co-operative to succeed and retain its members, it is critical that
members are active and engaged. It is important to keep all members informed of
what is going on with the collaborative venture and that no one feels excluded from
opportunities.
You could consider :
•

Regular meetings (but ensure there is always some practical purpose such
as announcing a tender or hearing a guest speaker);
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•

A printed or email newsletter;

•

Training events and workshops;

•

Social events.

Ultimately, if a co-operative is successful in delivering real benefits to its members in
terms of a return for their involvement and effort, then members will continue to see
a value in remaining with the co-operative.
2.13 External Resources
It is important to recognise that specialist skills and knowledge from outside the
group membership are often needed. By analysing where skills and knowledge gaps
are, the right external resources can be brought in to fill these.7
As well as the various support organisations listed throughout this document,
external resources you may require include :
During setup
•

Private consultant;

•

Solicitor;

•

Accountant;

•

RBAN Officers;

•

Biomass Energy Centre.

Running the co-operative

7

•

System installer;

•

Plumbers;

•

Building services engineers;

•

Analytical or laboratory services;

•

A solicitor or accountant;

•

RBAN Officers;

•

Biomass Energy Centre.

C2 Website: www.ctwo.org.uk
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3 Taking the Group Forward
If you have followed the steps in this guide and have been successful, then you
should be well on your way to making the most of the huge opportunities available in
the woodfuel supply chain in Scotland. Working collaboratively with others is rarely
easy, but is almost always rewarding, with the potential benefits far outweighing the
efforts required to establish a successful collaborative venture.
If you are considering establishing a co-operative or pursuing some other form of
collaborative working, there are lots of organisations out there who can help you,
details of which we’ve included in Appendix I. The one thing that is guaranteed when
working co-operatively is that you’ll never have to tackle a task alone.
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I.

Appendix: Useful Links and Resources

Co-operative Development Scotland
W: www.cdscotland.co.uk

E: info@cdscotland.co.uk

SAOS
W: www.saos.co.uk
C2
W: www.ctwo.org.uk
Co-operatives UK
W: www.uk.coop
Scottish Agricultural College
W: www.sac.co.uk
Business Gateway
W: www.bgateway.com
Companies House
W: www.companieshouse.gov.uk
Financial Services Authority
W: www.fsa.gov.uk
Community Land Trusts
W: www.communitylandtrusts.org.uk
Forestry Commission Scotland
W: www.forestry.gov.uk/Scotland and www.usewoodfuel.co.uk
E: biomass.scotland@forestry.gsi.gov.uk
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II.

Appendix: Funding Bodies – Contact Details

Carbon Trust
W: www.carbontrust.co.uk
LEADER
W: www.scotland.gov.uk/Topics/farmingrural/SRDP/LEADER
Scottish Rural Development Programme
W: www.scotland.gov.uk/Topics/farmingrural/SRDP
Forward Scotland
W: www.forward-scotland.org.uk/
Renewable Heat Incentive
W: www.decc.gov.uk
Leonardo da Vinci
W: www.leonardo.org.uk
Transversal
W: www.transversal.org.uk
Grundtvig
W: www.grundtvig.org.uk
Coalfield Regeneration
W: www.coalfields-regen.org.uk
Esmee Fairbairn Foundation
W: www.esmeefairbairn.org.uk
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III. Appendix: Template Person Specification
Woodfuel Development Officer Job Description
Location :

[INSERT AREA OF OPERATION HERE, INCLUDING OFFICE
ADDRESS OR OPTION FOR HOME WORKING, ETC]

Hours of Duty :

37 hours per week

Salary :

£[XX,XXX]

Closing Date :

The enclosed application form must be completed and
returned by
5.00pm on [DATE] 2011 to:
[YOUR ADDRESS]
Email:

Short-listing & Selection Process
Successful candidates who have been short listed against the essential criteria will
be invited to participate in the formal selection process (e.g., formal interview) by
letter, typically within 4 weeks of the advertised closing date for the post.
Regrettably, due to limited resources, candidates who have not been successful at
the initial application stage will not be contacted.
Postage
Please ensure the correct postage is attached to the envelope before posting your
application and recruitment forms back to us. . If using an A4 envelope you’ll need to
use 2x 2nd class stamps (A first class stamp is not sufficient). Envelopes carrying
insufficient postage are returned to Royal Mail which may cause your application to
be received after the Closing Date.
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Appendix IV

Template Person Specification

Job Description
Reporting Relationships

Responsible to:

[WHO? NAME AND POSITION]

Responsible for:

[INSERT DETAILS OF SUCH STAFF AS MAY BE PLACED
UNDER THE POST HOLDER’S CONTROL FROM TIME TO
TIME]

3.1

Mission Statement

[INSERT THE MISSION STATEMENT OF YOUR WOODFUEL CO-OPERATIVE
HERE.]

General Description of Duties
[INSERT CO-OPERATIVE NAME] has received funding from [INSERT NAMES OF
FUNDING BODIES] which has allowed the establishment of a woodfuel supply cooperative covering [INSERT GEOGRAPHICAL AREA]. The co-operative aims to
providing quality woodfuel with low moisture content coupled with security of supply
from its members to customers across the operational area.
The role of Woodfuel Development Officer has been created to oversee the
management of the co-operative enterprise, and the main duties of the post are as
follows :
1.

To make a substantial contribution to the establishment of a wood fuel supply
chain in the area through the operation of a co-operative business.

2.

To negotiate contracts with existing and potential end users for the supply of
wood fuel to them.

3.

To ensure continuity of supply of fuel to customers with wood fuel boilers from
co-operative members.

4.

To ensure that the wood fuel supply operation achieves financial break-even
within two years of the appointment of the post holder, subject to the provision of
funding for the purchase of equipment used for handling and conversion of
timber.
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Appendix IV

5.

Template Person Specification

To manage a facility for the storage and drying of timber and for its conversion
to wood fuel.

6.

To procure the necessary equipment to be used for handling and conversion of
timber.

7.

To ensure adequate maintenance of all equipment used for handling and
conversion of timber.

8.

To manage contracts for the haulage of timber to the storage/drying/conversion
facility, and of wood fuel from the facility to the end user.

9.

To maintain a quality control programme, to ensure that all wood fuel produced
at the facility meets agreed end user specifications.

10. To assist in developing marketing programmes for wood fuel and work with
funder name to promote biomass.
11. To promote the work of the group to non-members and encourage new
members to join.
12. To report to the Co-operative Board and Members on the work of the cooperative.
13. To comply with Health and Safety responsibilities within this role, as outlined in
the Health and Safety Manual.
14. To be prepared to undertake further training as and when required.
15. Such other or alternative duties as may be allocated from time to time in the light
of the experience, training and knowledge of the post holder and the level of the
grading and salary of the post holder.
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PERSON SPECIFICATION

FACTORS
QUALIFICATIONS AND SKILLS
• NVQ Level 4 or equivalent e.g. BTEC HND in
Forestry
• Project Management qualification or
equivalent experience
SPECIAL KNOWLEDGE, ABILITIES AND/OR
EXPERIENCE
• Proven knowledge and experience in
wood fuel production and quality control
• Proven workforce planning experience
• Experience in developing new projects within
a business environment.
• Proven financial management experience
• Experience of working in partnership with
internal and external stakeholders to provide
a high quality service
• Effective negotiation skills with the ability to
manage and motivate co-operative members
and employees
• Good basic IT skills
• Good communication skills
PERSONAL QUALITIES
• Business and planning
• Financial and budgetary
• Communications
• Representational, persuasive, negotiating
• People and customer management
• Confidence, energy, commitment to
excellence and quality, analytical with bias for
action
• Breadth of knowledge
• Sensitivity and empathy
• Political awareness
• Self understanding and commitment to
personal and employee development
INTEREST AND MOTIVATION IN THE JOB
• Ability to push forward new ideas and
methods of working
• Commitment to delivery to meet the needs of
the group
• The job holder must have a full current
driving licence and demonstrate willingness
to travel as and when required

ESSENTIAL

DESIRABLE

MEASURED
BY

a

A/I

a

A/I

a

A/I

a
a

A/I
A/I

a
a

A/I
I

a

I

a
a

A/I
I

a
a
a
a
a
a
a
a
a
a

a
a

a
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IV. Appendix: Template Third Party Agreement
Note: This document is provided as guidance only and should always be
adapted
to your circumstances and checked by your legal representative.

[ORGANISATION NAME]
Third Party Agreement

1.

Service provided

2.

Service standard

3.

Timetable for delivery

4.

Agreement

5.

Fees
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Template Third Party Agreement

Service Provided

The Co-operative Board shall be responsible for :
1.

Determining the strategic aims and objectives of the Co-operative.

2.

Appointing Third Parties.

3.

Setting the work programme for the Third Party, and overseeing its delivery.

4.

Authorising spending and budgets against available funding.

[INSERT THIRD PARTY NAME] shall be responsible for :
1.

Making a substantial contribution to the establishment of a wood fuel supply chain in
the area through the operation of a co-operative business.

2.

Negotiating contracts with existing and potential end users for the supply of wood
fuel to them.

3.

Ensuring continuity of supply of fuel to customers with wood fuel boilers from cooperative members.

4.

Ensuring that the wood fuel supply operation achieves financial break-even within
two years of agreement start date, subject to the provision of funding for the
purchase of equipment used for handling and conversion of timber.

5.

Managing a facility for the storage and drying of timber and for its conversion to
wood fuel.

6.

Procuring the necessary equipment to be used for handling and conversion of
timber.

7.

Ensuring adequate maintenance of all equipment used for handling and conversion
of timber.

8.

Managing contracts for the haulage of timber to the storage/drying/conversion
facility, and of wood fuel from the facility to the end user.

9.

Maintaining a quality control programme, to ensure that all woodfuel produced at the
facility meets agreed end user specifications.
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Developing marketing programmes for woodfuel and work with funder name to
promote biomass.

11.

Promoting the work of the group to non-members and encourage new members to
join.

12.

Reporting to the Co-operative Board and Members on the work of the co-operative.

13.

Complying with relevant Health and Safety responsibilities, as outlined in the Health
and Safety Manual.
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Service Standard

Service
Provision of personnel,
resident at [INSERT
NAME OF COOPERATIVE]s offices.
Provision of [INSERT
NAME OF COOPERATIVE]s office,
including all furnishings,
services and office
equipment.
Provision of support
services in terms of
Accounting, Human
Resource management,
Administration and Health
& Safety.
Regular reporting to
[INSERT NAME OF COOPERATIVE] Board.
Delivery of agreed annual
work programme and key
targets.

Standard
Personnel competent to
the Job specification set
by the Co-operative
Board.
Office accommodation
and equipment compliant
with Health & Safety
requirements.

Measure
Appraisals carried out by
[INSERT NAME OF
THIRD PARTY] against
the job specification
Suite of risk assessments
together with periodic H&S
and electrical PAT audits
as required by legislation.

Response service to local
Project Management
personnel.

Response within 2 days
provided that local
personnel have followed
[INSERT NAME OF
THIRD PARTY]
procedures.
Record of attendance at
Board meetings.

Attendance and
contribution to Board
meetings.
Achievement of targets
and performance
indicators as laid down in
annual work programme.

Quarterly project reporting
against agreed targets
and other performance
indicators.

Co-operative Working in the Woodfuel Supply Chain: A Guide for Businesses

45

Appendix IV

Template Third Party Agreement

3. Timetable for Delivery
Delivery milestones are to be agreed with the Co-operative Bard. Possible items for
inclusion include :

•

[INSERT MILESTONES RELEVANT TO CO-OPERATIVE BUSINESS PLAN AND
MARKETING PLAN]
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4. Agreement

Agreement between

[INSERT NAME OF CO-OPERATIVE]

And

[COMPANY NAME]
(Service Provider)

For the Provision of:

Woodfuel Co-operative Management and Development
(Service)
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Template Third Party Agreement

THIS AGREEMENT is made the
day of
between [INSERT
CO-OPERATIVE NAME] whose registered office is at [INSERT ADDRESS] and [INSERT
NAME OF THIRD PARTY] of [INSERT ADDRESS].

IT IS AGREED as follows:
Interpretation.
1.

In this Agreement unless otherwise specified :
1.1

where the context permits, words importing the singular shall include the
plural and vice versa; and words importing the masculine shall include the
feminine and neuter and vice versa.

1.2

references to Clauses and Schedules are to clauses of, and schedules to,
this Agreement.

Term and Termination.
2.

This Agreement shall commence upon [INSERT DATE] (the “Effective Date”) and
subject to clause 3 of this Agreement shall terminate automatically without notice on

[INSERT DATE].
3.

This Agreement can be terminated by either party upon ninety (90) days written
notice to the other party.

4.

Either party shall be entitled to terminate this Agreement with immediate effect by
notice in writing to the other if:
4.1

the other party commits any material breach of the terms of this Agreement;

4.2

an order is made or a petition is presented or an effective resolution is
passed or order is made for the bankruptcy or winding-up of the other party;
or

4.3

a receiver or administrator is appointed over all or any of the assets of the
other party or an administration order is made with regard to the other party.

5.

Termination of this Agreement shall be without prejudice to any rights and
obligations existing at the date of termination, or any claim by one party against the
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other for any breach of this Agreement committed prior to termination, which shall
continue unaffected.

Obligations of the Woodfuel Management and Development Services Provider.
6.

[INSERT THIRD PARTY NAME] undertakes to provide the services as set out in
Schedule 1 to this agreement (the “Services”), in consideration of the payment as set
out in Schedule 5 to this agreement.

7.

The [INSERT NAME OF CO-OPERATIVE] request and [INSERT NAME OF THIRD

PARTY] agree to provide services additional to those specified in Schedule 1, the
fees for those additional services shall be mutually agreed between the parties.
8.

The Services shall be carried out by [INSERT THIRD PARTY NAME] with all
reasonable skill and care, and in full compliance of relevant established current
professional standards.

9.

[INSERT NAME OF THIRD PARTY] shall indemnify [INSERT NAME OF COOPERATIVE] from all claims, actions or demands made by third parties against
[INSERT NAME OF CO-OPERATIVE], and all liabilities of [INSERT NAME OF COOPERATIVE] to third parties (collectively “Third Party Liabilities”) and from all
damage, losses, costs, expenses and payments whatsoever suffered or incurred by

[INSERT NAME OF CO-OPERATIVE] either directly or in relation to Third Party
Liabilities in respect of (a) personal injury to or the death of any person and any loss
or destruction of or damage to property (not attributable to any default or neglect of

[INSERT NAME OF CO-OPERATIVE] or of any person for whom [INSERT NAME
OF CO-OPERATIVE] is responsible which shall have occurred in connection with the
provision of the Services under this Agreement, (b) any defect in the Services, and
(c) any breach by [INSERT NAME OF THIRD PARTY] of any terms of this
Agreement, including without limitation, clause 8 provided that the liability of [INSERT

NAME OF THIRD PARTY] to [INSERT NAME OF CO-OPERATIVE] under this
Agreement, including without limitation, this clause 9, shall be limited to a maximum
amount of £[INSERT VALUE] in respect of any one incident or series of related
incidents and a maximum amount of £[INSERT VALUE] in respect of all and any
incidents (whether or not related) arising during the term of this Agreement.
10.

[INSERT NAME OF THIRD PARTY] shall take out and maintain during the term of
this Agreement an insurance policy, with a reputable insurance company upon terms
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which are sufficient to cover his liabilities under this Agreement, including without
limitation, his liabilities under clause 9. [INSERT NAME OF THIRD PARTY] shall
upon reasonable request produce to [INSERT NAME OF CO-OPERATIVE] a copy of
the said insurance policy, and a receipt for the payment of the current premium. For
the avoidance of doubt [INSERT NAME OF THIRD PARTY] shall be liable under all
of the provisions of this Agreement, including without limitation, clause 9, whether or
not he complies with the provisions of this clause 10.
11.

[INSERT NAME OF THIRD PARTY] shall promptly provide to [INSERT NAME OF
CO-OPERATIVE] written reports on the discharge of his obligations under this
Agreement as and when these may be reasonably requested.

12.

All communications and all information supplied to or obtained by [INSERT NAME

OF THIRD PARTY] in the course of or as a result of the discharge of his obligations
under this Agreement and all information relating to any invention, improvement,
report, recommendation or advice given to [INSERT NAME OF CO-OPERATIVE] by

[INSERT NAME OF THIRD PARTY] in pursuance of his obligations shall be treated
by [INSERT NAME OF THIRD PARTY] as confidential and shall not be disclosed by
him to any third party or published without prior written consent of [INSERT NAME

OF CO-OPERATIVE], such consent not to be unreasonably withheld.
13.

[INSERT NAME OF THIRD PARTY] undertakes that, in the event of being unable to
perform the Services in accordance with the obligations under this Agreement, they
will provide by way of a substitute to perform the Services in their place a fully
qualified alternative Woodfuel Development and Management Services provider
acceptable to [INSERT NAME OF CO-OPERATIVE] (the “Substitute”), provided that
the provision of the Substitute shall be under a subcontract between [INSERT NAME

OF THIRD PARTY] and the Substitute and that the rights and obligations of [INSERT
NAME OF THIRD PARTY] under this Agreement in relation to [INSERT NAME OF
CO-OPERATIVE] shall not be affected, nor shall [INSERT NAME OF COOPERATIVE] be under an obligation to pay any fees to the Substitute for the
provision by them of the Services.

Intellectual Property Rights
14.

All intellectual property and industrial property rights throughout the world in
patentable and non-patentable inventions, discoveries and improvements, processes
and know-how, copyright works and the like discovered or created by [INSERT
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NAME OF THIRD PARTY] in the course of or as a result of the discharge of his
obligations under this Agreement shall vest in and be the absolute property of

[INSERT NAME OF CO-OPERATIVE]. Upon the request of [INSERT NAME OF
CO-OPERATIVE], [INSERT NAME OF THIRD PARTY] shall, at [INSERT NAME OF

CO-OPERATIVE] expense, execute all documents and do all acts and things
required to vest or perfect the vesting of such property rights legally and exclusively
in [INSERT NAME OF CO-OPERATIVE] or any nominee or assignee of [INSERT

NAME OF CO-OPERATIVE].

Expenses
15.

[INSERT NAME OF CO-OPERATIVE] will reimburse [INSERT NAME OF THIRD
PARTY] for all reasonable expenses incurred in the discharge of obligations under
this Agreement, provided that all such expenses will be subject to the prior written
approval of [INSERT NAME OF CO-OPERATIVE]. Expenses are to be accounted
for and reimbursement will be made against vouchers approved by [INSERT NAME

OF CO-OPERATIVE] and in accordance with relevant standard of [INSERT NAME
OF CO-OPERATIVE] procedure as from time to time established and notified to
[INSERT NAME OF THIRD PARTY].
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Status Reports
16.

Work in Progress Reports highlighting unbilled transactions will be produced on a
monthly basis.

17.

A Debtors list highlighting all outstanding money will be issued on a monthly basis.

Miscellaneous

18.

For the avoidance of doubt, both parties confirm that [INSERT NAME OF THIRD

PARTY] enters into this Agreement as an independent contractor and that it is not
nor shall for any purpose be regarded as an employee of [INSERT NAME OF CO-

OPERATIVE].
19.

Except as otherwise provided in this Agreement, all notices, instructions or other
communications shall be in writing and may be made by email, by letter or other form
of communication as agreed between the parties from time to time, and delivered to
the requisite party at its address:
If to [INSERT NAME OF THIRD PARTY]:

[INSERT ADDRESS OF THIRD PARTY]
Email:

If to [INSERT NAME OF CO-OPERATIVE]:

[INSERT ADDRESS OF CO-OPERATIVE]
Email:
The parties may change the address set forth above by giving notice to the other
parties in accordance with the provisions of this Clause.
Any communication shall be deemed delivered:

a)

if delivered by hand, at the time of delivery;

(b)
(c)

if posted by first class recorded delivery post, when delivery is recorded; and
if emailed, the time the delivery receipt is received.
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The obligations imposed upon [INSERT NAME OF THIRD PARTY] under clauses 12
and 14 shall survive the expiry or termination of this Agreement.

21.

The terms of this Agreement shall be governed by and construed in accordance with
Scottish law and be subject to the non-exclusive jurisdiction of the Scottish Courts.

Signature:....................................................................
Signed for and behalf of [INSERT NAME OF THIRD PARTY]
Name :…………………………………………………
Position :………………………………………………….
Date:………………………………………………….

Signature:....................................................................
Signed for and behalf of [INSERT NAME OF CO-OPERATIVE]
Name :…………………………………………………
Position :………………………………………………….
Date:………………………………………………….
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Fees

22.

For 2011/12 (year ending 31 March 2012) Management Fees are set at [INSERT

VALUE]% of turnover subject to a minimum of £[INSERT VALUE] plus VAT. The fee
for 2012 and subsequent years will be agreed according to the following schedule.
Included
(to [INSERT THRID PARTY NAME] Standard
Procedures)
1.

Fee
£

Preparation & submission of accounts &
audit, including purchase orders, invoices,
BACS payments, VAT returns, external

tba

auditing.
2.

Human

Resources

recruitment
disciplinary

&

servicing,

selection

processes,

including
processes,

processing

of

salaries, PAYE returns, Employers National

tba

Insurance returns, annual appraisal of
staff.
3.

Attendance

at

Board

Meetings

and

preparation of accounts required.

tba

Not Included
1.

Employee costs, including salaries, employers national insurance contributions,
development & training, professional indemnity insurance, professional fees.

2.

Office overhead costs, including rent & rates, services (heat, water, electric),
property insurance, maintenance & dilapidations.

3.

Travel & subsistence, including mileage & other travel, accommodation, meals.

4.

Sundry non-capital supplies & services including stationery, software, postage,
landline & mobile telephone charges, delivery & freight, equipment hire, PPE.

5.

Capital expenditure including IT & office equipment.
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Promotional costs, including advertising (including recruitment), display & publicity
materials, reproduction & publishing, entry fees, subscription charges, room hire &
refreshments, sponsorship.

7.

Contractors & consultants including agency staff, trainers, speakers.

8.

Extraordinary accountancy, audit & legal fees (relating specifically to project
conditions).

9.

Insurance as detailed above plus third party indemnity.
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