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This Thesis documents an exploratory investigation into the effect of

poor information management on successful job and organisation design in

workers' co-operatives.

It was hypothesised that lack of availability and poor distribution of

information militate against successful job and organisation design.

Since sound information management is imperative for decision making and

successful job and organisation design ensures workers satisfaction this
study is fully justified. It is important that workers' co-operatives

are economically successful and that people enjoy working in them.

The topic is particularly important for the workers' co-operative

movement because little research has been conducted on the links between

information management and job and organisation design.

The Thesis summarises the main issues and concepts relevant to the

research topic¢ and describes the implications of information management

for job and organisation design in workers' co-operatives,

The purchasing processes in four workers' co-operatives in Scotland were
chosen as the information systems to be studied. Research field work, in

the form of a Job Diagnosis Survey was also carried out to establish the

links between information management and job and organisation design.



Research results have been examined in relation to the participative
arrangements one associlates with workers' co-operatives, It was found
that in addition to information management, other issues have an effect
on successful job and organisation design. These include: objectives of

each business; Argyris's Theory in Action; Lack of management skills;
and poor systems design. This led to a comparison of the four

co-operatives studied with the very successful Mondragon Group.

Finally the implications of the research results have been discussed in

relation to the workers' co-operative movement and to future research by

those interested or involved in the movement,
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1 INTRODUCTION

This study is concerned with workers' co-operatives: their background
and growth; the problems they face internally and from external
influences; and steps required to be taken to eradicate or reduce the

effect of some of these influences.

The issue pursued in this research project concerns the effect lack of
availability and poor distribution of information had on successful job

and organisation design in four workers' co-operatives in Scotland.

For reasons fully explained in Chapter 8, the purchasing process was

chosen as the information system to be studied.

Workers' co-operatives were selected for investigation because they are
becoming an important part of the small business sector in the UK. Small
business has been attracting increasing attention from policy makers,
development agencies, educational establishments, researchers and the
public at large. It is highly relevant to issues concerning urban
renewal and the economy generally with particular reference to job

creation.

Job and organisation design in workers' co-operatives tends to be

different to that encountered in conventional business. Flexible working
practices, and high levels of participation in dec:sw' making are often
observed in workers'® co-operatives. However, in this thesis, attention
is drawn to job re-design projects in conventional businesses which

results in these firms having organisational arrangements similar to that
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final chapter when it 1s suggested that workers' co-operatives are in
some ways similar to firms in Japan and, therefore, have the potential to

incorporate some of the practices currently being imported by 'leading

edge' companies in Europe and USA.

any developments and actions likely to ensure the economic future of the

workers' co-operative movement and able to increase peoples' enjoyment
from working in these firms is fully justified. This particular study
meets these requirements since it has been hypothesised that lack of

availability and poor distribution of information militate against

successful job and organisation design in workers' co-operatives.

Research findings from this type of study add to the body of knowledge

which if applied will assist in safegquarding peoples' hopes and dreams in

the workers' co-operative movement.



CHAPTER 2

WHY THE STUDY?

AIM OF THE CHAPTER

This chapter aims to identify an area of enquiry for specific research in

workers' co-operatives., cCurrently workers' co-operatives are undergoing
a period of sustained growth in numbers in the UK and Europe. According
to Cockerton and Whyatt (1985) one new Co-op is being formed every day in

Britain in areas ranging from typesetting to office cleaning, from

interior design to precision engineering.

This research 1s seen as being important because it deals with problems
relevant to the future economic viability of such businesses and to the
degeneration arguments which contend that co-operatives will often be

unable to maintain democratic control structures in existing capitalist

socjeties.

These issues are worthy of research because if workers' co-operatives are

to be successful Ehey must first of all be able to survive in a
competitive market and, secondly, because the general expectation is that

people should enjoy working in them.

The failure of co-operatives to meet these two expectations is usually
explained in terms of under capitalisation; redundant products; poor

management and labour skills and decision making. See, for example,

Wilson (1982, p72).



Wilson also found that co-operatives face other problems: 1in combination
with the above, co-operatives carry considerable other problems as they
attempt, firstly, to introduce major innovations in organisational
structure, working relationships and the internal decision-making process
in an often sceptical, if not hostile, environment; or, alternatively, to

maintain or create jobs in markets where conventional businesses have

failed (Wilson, op cit, p’7l).

Wilson's, op cit, results are broadly supported by Chaplin and Cowe

(1977, p43) in a smaller, but similar survey,

Taking Wilson's, op cit, two points concerning organisational structure

and its associated decision-making process, and the viability of a
co-operative in a harsh market, it is contended that information

management and flow are both the critical issues in and the linking

points between organisational design, decision making and economic

per formance.,

Poor organisational design invariably affects the Job satisfaction of
people 1involved in the enterprise. Conversely, good or appropriate

organisational design will have a positive effect on the motivation of

those people most affected by the particular design, This is usually
reflected in increased productivity, reduced costs, improved quality of

output, enhanced worker attendance and reduced labour turnover.
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It would be reasonable to expect workers' co-operatives to have
advantages over conventional organisations in this matter. The general

belief is that workers 1n a co-operative demonstrate greater commitment
to the organisation and actively seek job flexibility and participation

in decision making.

unfortunately, few writers and researchers have considered the importance
of information systems when 3jobs and organisations are being designed.
Birchall (1975), in writing about job design, comments that "information

systems must make available all the data required for execution of

decision making dutlies”,

Therefore, poor information management and flow will have two destructive
effects in a workers' co-operative. First, it will militate against
meaningful participation in decision making by the workers. Secondly,
without appropriate information, decision makers, whether managers or
workers, are eventually going to make costly mistakes which have an
accumulating effect on the economic performance and viability of the

enterprise. At this point degeneration of democratic decision making may

set in as the co-operative adopts narrower job specialisation in the

fight for survival.

For these reasonsjinformation management is seen as the crucial factor

regarding good resource productivity and the job satisfaction of people
engaged in the tasks and roles found in a typical workers' co-operative.

Figure 2.1 summarises this cycle of events resulting from poor

information management and flow,.



This chapter summarises why workers' co-operatives are currently
attracting so much attention in the UK. Some of the bodies encouraging

this growth are discussed and the importance of growth and success in

this particular part of the small business section is considered.

The importance of information management in business 1s reviewed with

particular reference to co-operatives. The link between good information

management and successful job and organisation design is explored and
some of the main problems are identified. As stated above, this link has
been neglected in the literature but research findings, later in this

thesis, will show that this is a critical issue for job satisfaction and

operational performance.




2.1 INTRODUCTION

2.1.1 BACKGROUND

Although the Bolton Report (1981) on small businesses did not mention

workers' co-operatives, there were in existence in the UK at that time

almost 30 co-operatives employing around 3,500 people. These were mostly

older co-operatives that had been trading for about 60 years.

Today it is difficult not to notice the presence of this particular

segment of the small business section. New co-operative businesses,

owned and controlled by the people working in them, are being formed on a
reqular basis, training programmes are being developed, and national and
local development agencies are becoming very active in the formation and

support of co-operative organisations.

r

Although the current attention attracted by workers' co-operatives 1is
relatively recent, co-operatives are not a new phenomenon. They have

been a (minor) part of economic life in Britain for over a century and

have their roots in the latter part of the 18th century when groups of

people established co-operatives to breach the monopoly of the millers.

Early in the 19th century a number of philanthropists became active in

the field. This theme is amplified in the following chapter.



2.1.2 UK INITIATIVES

The Wales TUC, for example, initiated an excellent study (1981) to test

the feasibility of a Co-operative Resources Centre and an independent

Investment Fund, both to be established in Wales. The EEC backed this
initiative with a £1 million loan from the European Investment Bank in

Luxembourq (The Guardian, 13 Jan 1984)., (Vines, 1981)

In Scotland the Scottish Co-operative Development Committee (SCDC) (Sept

1986) announced a Venture Capital Fund with a target total of £500,000 to

be used in a revolving loan fund for workers' co-operatives in Scotland.
This is in addition to a 'share' of the finance available from other

funds, such as Industrial Common Ownership Finance (ICOF) to
co~operatives in Scotland. SCDC also received funding from Strathclyde
Regional Council for a European Social Fund Programme to train members of

existing workers' co-operatives (reported in SCDC Annual Report, 1986).

The Greater London Enterprise Board has a special interest in encouraging

the development of the co-operative movement. London is one of the most
fertile growth areas, unemployment is high, especially among the young,

and co-operatives open up opportunities to meet social need, maximise

personal talents and experiment in less oppressive work methods and

management structures. For a full discussion of these activities, see
the Greater London Enterprise Board's 'A Strateqy for Co-operation:

Workers' Co-ops in London', (undated).
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Further North, the West Midlands County Council has instituted a range of
economic initiatives in their Campaign For Jobs. The development of
workers' co-operatives is a major component of this campaign. The County
Council believes that workers' co-operatives can provide the opportunity
for people to use their skills and talents to successfully create and

control their own jobs.

Three local Co-operative Development Agencies have been set up in
Coventry, Birmingham and the Black Country to provide support and advice
to co-operatives and a revolving loan fund is operated in conjunction
with Industrial Common Ownership Finance. The formation of West Midlands
Co~-operative Finance Ltd. to handle all financial support for workers'

co-operatives should boost further the effectiveness of the system.

The range of goods and services provided by workers' co-operatives in the

West Midlands is described in the 'Directory of Workers' Co-operatives in

the West Midlands' (undated) which is published by West Midlands County

Council.

Woodcock gives details of an initiative aimed at developing workers'

co-operatives along the lines of the highly successful Mondragon model to
help create jobs in the North East of England. The £200,000 provided by
the government will be used to achieve a significant increase in
co-operative jobs and to provide additional skills and people to the

Cleveland Co-operative Agency (reported in The Guardian, May 6, 1987).



2.1.3 TYPES OF WORKERS' CO-OPERATIVE

Workers' Co-operatives, which differ from conventional business in that

they are owned and controlled by the people working in them, take three

broad forms:

a CONVERSION/PATERNALISTIC/COMMON OWNERSHIP CO-OPERATIVE

(To be referred to as Conversion Co-operatives)

These are given or sold to the work force either individually
(each employee owning shares), or collectively (usually a holding

company controlled by employees).

b RESCUE/DEFENSIVE/PHOENIX CO-OPERATIVES

(To be referred to as Rescue Co-operatives),

This type of co-operative has attracted most attention by the
media, e.g. Benn Co-operatives. They are usually formed by

workers taking over the firm following threats of redundancy.

C CONSTRUCTIVE OR START-UP CO-OPERATIVES

(To be referred to as Constructive Co-operatives)

These are set up as co-operative or common ownership companies
from their inception. In the present economic climate in the UK
this development is also taking place under the title of community

business or community co-operative.
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2.1.4 WHY CO-OPS ARE ATTRACTING ATTENTION

These alternative forms of business are attracting a lot of attention for

three main reasons:

i1

In a period of high unemployment they provide a means of Job
creation and of saving jobs in organisations going out of

business. At the micro level, local councils (for example,
Strathclyde Regional Council, the Greater London Enterprise
Board, West Midlands County Council and the Wales TUC) have been

very active in seeking solutions to problems of rebuilding
decaying inner urban areas and encouraging job creation and

protection.,

They have attractions as a democratic way of organising business.
The democratising of business has been the subject of much
research in the UK over the last couple of decades. Several
European countries have introduced legislation requiring

organisations to participate in decision making and at various

time EEC bodies have urged the UK to speed up implementation of

worker participation in management.

This pressure from Europe and the claims of better industrial
relations and higher productivity in these countries has
influenced policy makers and senior executives in Britain to

regard increasing participation as a wise and probably inevitable

course to take (see Gyllenhammar, 1977).
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The high level of interest and anxiety following publication of
the Report of the Bullock Committee on Participation (1977), which

came out in favour of the election of workers to company boards,

resulted in many companies considering, very much more seriously
than they had done before, the ways in which they could increase

participation in their own organisations.

As a result of the pressure and the anxious attempts to move
towards greater participation in 1976-1977, followed by a
relaxation as it was realised that the Labour Government was not

pushing ahead with legislation in its last term of office, there

followed an excessively hostile reaction from many people in

managerial positions in Britain to the idea of increased
participation. Phrases such as "we already have too much
participation in our organisation® and "if they would cut out all
this participation and let us get on with the job, things would be
better" became common. This reaction no doubt slowed down the

trend towards increased employee participation in decision making

in the UK.

However, "workers on the board" is only one form of participation
and although it may enrich the working lives of those elected to
the board, it is hardly likely to increase job satisfaction for
those who elect them. This 1is an important point because research
studies have indicated that workers who seek greater participation
in decision making do so in relation to their own jobs and the

factors surrounding them, (See, for example, Ramsay, 1976; Weaver,

1976)



A more usual practice for increasing participation at shop-floor
level has been to attempt to set up or give new life to existing
consultative machinery, such as works committees. This has
serious drawbacks as a form of participation, and will be

discussed in more detail in Chapter 3.

some British and European companies have given employees an
increased part to play in decision making by delegating some
management/supervisory tasks to employees in their work groups.
This process of delegating managerial responsibilities to
employees is usually referred to as vertical job enrichment. Wild

(1976) has drawn together a summary of studies where vertical job

enrichment and other allied approaches to job and organisation

design have been implemented.

It seems from research that has been carried out that this is the
type of participation which employees are most interested in
having opportunities for; it is certainly more popular with most
managers and executives than the "worker-director" type of

participation. Ramsay's, op cit, detailed survey on the shop
floor view of participation, carried out in the UK, supports this

view,

Thus, conventional businesses attempting to increase participation
by shop-floor workers will use one or more of the above

approaches. Each of these is based on different beliefs and

expected outcomes by those who choose a particular approach.
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"The three types of participation:

* worker directors

* consultative machinery

* vertically enriched jobs

are so completely different in their procedures as to scarcely

warrant classification under the same heading. But they are all
three attempts to respond to the same complex of pressures

described above.* (Bowey and Carlisle (1979)

Because workers' co-operatives are owned and controlled by those

who work in them, the process of job and organisation design has
important implications for business in desiring to find a

participative approach which will meet the social needs of workers

and ensure competitive operational performance.

However, participation is a term more easily quoted than defined
or implemented. The term ‘participation', like ‘freedom' and

'democracy', defies clear definition. Foy (1974) distinguishes

between participation in capital and participation in management.
Participation in capital includes appointing workers®
representatives to the company board. Participation in management
involves giving workers the opportunity to help decide their own
responsibilities. Straus (1974), refers to participation in
capital and participation in management as distant and immediate

participation respectively. An international comparison{Foy and
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2.1.5

Gadon (19761)c0nc1uded that differences in social and political
outlooks results in different views on participation. 1In Sweden
participation is classless co-operation; in the UK it is viewed
as a new labour intrusion; and in the USA it is form of McGregor's

Theory Y (Foy and Gadon, op cit.)

In the last 30 yvears or more a relatively committed, though by no

means large, counter culture has developed, especially among those
people under 40 years of age. This culture embraces the
co-operative principles in an attempt to isolate itself from the

existing capitalist system and experiments with alternative forms

of social organisation and appropriate technology. Although the
tangible extent of the counter culture may be small, there are a
substantial number of people who are sympathetic towards a vague,
but nevertheless visible, movement that can be described as
"green" because of its concern for ecology and community. It

could be arqued that co-operative principles are compatible with
such aspirations and concerns. This will be amplified when

discussing the co-operatives researched as part of this project,

Relevant aspects of this alternative culture are well described by

Schumacher (1974, 1976), as well as McRobie (1982).

SUMMARY OF THE IMPORTANCE OF CO-OPERATIVES

Workers' co-operatives are important for the following reasons, which are

related to the three main issues of (un)employment;

democracy/participation at the workplace; and social change.



1 they are growing in numbers in the UK and are thus becoming an

important part of the small business sector.

11 Co-operatives are a broad-based vehicle for a wide range of views

and movements seeking particular objectives, for example:

* an alternative to capitalism and state socialism;

* a means of job creation and protection of jobs about to be

lost;

* they enable people to have a say about work-related aspects of
their lives:

& they provide an opportunity for 'alternative' groups to
produce and market socially attractive products, e.q.
diverting skills from national defence products to those with
greater domestic use and value, and promotion of additive-free
foods and general health products;

* provision of the opportunity for more participative working

practices;

* the design of jobs and organisational arrangements which are

more personally satisfying.

Thus, for any one of the reasons presented above, it is important that
factors relevant to the survival of workers' co-operatives and to the job
satisfaction of people involved in them are thoroughly researched. This
covers a wide range of activity, but this research project is
particularly concerned with information management and its effect on job
and organisation design. Reasons for pursuit of this particular theme

will be clarified in the following sub-sections.



2.2 INFORMATION MANAGEMENT IN WORKERS' CO-OPERATIVES

2,2.1 INFORMATION MANAGEMENT IN BUSINESS

It is generally accepted that management involves the use of information

and, indeed, information is a vital aspect of management decision

making., Unfortunately, texts and journal articles on information systems
and information management have tended to concentrate on large

organisations. There is a general lack of material on information

management in small businesses, including workers' co-operatives,.

In the economic system, large organisations have an important role in

producing a wide range of goods and services that require substantial

inputs of capital, technology, labour and specialist management skills,

coupled with product sales in sufficient quantities to justify high

volume output at low cost. Typical examples are steel making, motor car

mass production and chemicals. To return to small scale production in

these cases would result in prohibitive costs.

However, within the same economic system, small business or small scale

production 18 more appropriate for the production of particular goods and

services, Among these would be found small units producing reproduction
furniture, specialist machine shops, c¢lothing manufacturers, cabinet

makers, bakeries, ice-cream plants, jobbing printers and some forms of

transportation.
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In both large scale and small scale operations information management is
a critical issue. In large scale organisations employing a wide range of
specialist 'advisors' supportive of operations management, there will be
particular problems of integrating these specialists' information needs

and the data they generate. 1In the current age of computerised

information systems this will inevitably entail the recruitment of

information specialists - systems designers, operational researchers,
systems analysts, programmers and data processors. Because these

information specialists do not always fully understand the operating
system and the managerial problems involved, organisations sometimes

finish up with what Ackoff (1967) refers to as a management

misinformation systen.

The problem of appropriate information at economic cost is no less
serjious in small businesses. Here such systems may be piece-meal without
any clear development strategy. They will almost certainly be in part

informal, much essential information existing in inaccessible 'black

books' or in someone's head. As in the case of large scale

organisations, it cannot always be claimed that the information system

has been designed to conform with a realistic model of the nature of

managerial work. This topic will be discussed further below.

In an interesting article Franklin and Franklin (1982) drew attention to

the following five mistakes a small business owher must avoid if he

wishes to survive:



1 Not achieving market uniqueness
i1 Not developing and preserving market-centred strategies

iii Not setting specific goals and designing relevant plans

iv Not effectively managing daily operations
Vv Not developing effective controls and management information
systems.

In addition to point (v) above, the other four items are also part of an

effective information system. They will be concerned with the following

issues:

1 Information concerning customer problems and needs and other gaps

in the market.

ii Documented information on how the organisation intends

implementing policies at the operational level through sound
strategic management. This information will be concerned with the
market to be served, identifying particular markets in which the
firm has done well, being able to render superior value, as

opposed to those in which it has been less successful,

iii To be effective in managing a firm's day to day operations, short
term plans and goals must be specifically related to the work of
individuals and groups within the firm. The plan itself must be
measurable so that progress towards achievement (or lack of it)
can be reported and acted on promptly. Often, when small business

owners and managers attempt to plan the operations for the year,

they find that much of the essential information is not available.



Effective management of the operating system requires up to date,
relevant information (monitoring) to enable comparisons to be made

between current performance and operational plans. Relevant

information here will enable appropriate action to be taken

(control) on such things as quality, cost and output.

In situations of severe oOperational pressure, the firm may
decentralise responsibility. Keeping central control will be even
more difficult with decentralised decision making and stringent

effort must be exerted to maintain these decentralised groupings

as a unified whole.

The issues raised in points (i) to (iv) above will suggest the
need for an integrated information system which generates

information for managers attempting to make short term planning
adjustments, redefining goals and spotlighting changes in output

and quality. Such an information system must be economically

justified, its running costs being lower than the economic

benefits gained from its use,

Like all other businesses, workers' co-operatives require accurate

information to co-ordinate and control their resource inputs which

are people, facilities, money and materials.
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However, co-operatives will have particular information problems
in cases where they 'employ' a manager accountable to the members
who will be expected to participate in policy decisions; and in
those co-operatives which do not have a manager as such, policy

making being conducted by all the members and operational

decisions being distributed amongst these members, often in a
situation of job rotation. The links between organisational

management will be discussed in considerable detail in this thesis.

However, if managers are to manage effectively, it is necessary to

identify the main management tasks because each of these tasks

will require particular types of information, presented in

appropriate forms and in different time scales. The following

sub-gection identifies these tasks which will be referred to at

various times in later parts of the thesis,

2.2.2 THE MANAGEMENT TASKS

Management writers and theorists from the time of FPayol (1916) have

Attempted to analyse the manager's job and identify and describe the main
tasks involved. For example, Gulick (1937) broke the management function
into §even tasks, viz. planning, organising, staffing, directing,

Co-~-ordinating, reporting and budgeting.

Various writers have proposed shorter classifications of main tasks since
Gulick, op cit. One classification which has appeal on the grounds that

1t is brief yet comprehensive is that developed by Stewart (1979). Four

functions are proposed:



i PLANNING which involves setting objectives, forecasting, analysing

problems and decision making i.e, policy formation.

il ORGANISING by deciding what activities are necessary to achieve
the objectives. This entails classifying the work and allocating

portions of it to groups and individuals.

iii MOTIVATING, whereby subordinates are encouraged to work

meaningfully towards achievement of the purpose of the

organisation, to be faithful to its aims and to exercise

commitment in achieving them.

iv CONTROLLING through monitoring of performance and comparing actual

achievements against what was planned.

(Stewart's, op cit, classification will be used in any further discussion

in this thesis.)

However, it is clear that appropriate information is required when making

plans; organising to achieve these plans; motivating the work force in

these endeavours; and for control purposes.

rLack of availability of any of these stages will in time affect the

operational efficiency of the organisation. 1In situations where decision

making has been decentralised or where more participative arrangements
have developed within the organisation, there may be a return to more

fragmented and tightly controlled tasks and jobs, i.e. a process of

degeneration of participation in decision making will have been adopted.
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Since co-operatives are not organised on the same lines as conventional
companies, their information needs will be different. The following

sub-section identifies the particular information management needs

encountered in workers' co-operatives.

2+.2.3 PARTICULAR PROBLEMS IN WORKERS' CO-OPERATIVES

There is a general lack of material on information management in small

businesses, including workers' co-operatives.

Like all other businesses, workers' co-operatives require accurate

information to co-ordinate and control their resource inputs which are

people, facilities, money and materials.

Although there is little documentation of information systems in workers'
co-operatives, their form, main problems and the conflict they cause,

there is evidence in some case studies to suggest that the information

systems are not always appropriate to the needs of the users (see Paton,

1978, for example).

Earl and Hopwood (1980) contend that information tends to be viewed as a

technical phenomenon. They stress the need to see management information
as more of a substantive organisational phenomenon and less as a
technical situation. In their discussion Earl and Hopwood stress the

need for information management to explain and develop a broader

framework for the consideration of information processing in

organisations and an understanding of its implications for its analysis

and design.
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"With such a broader organisational perspective, tasks and

responsibilities of information management will take on a

very different form,

with the technical so explicitly linked to the organisational, no
one management function can be, or should be, responsible for the

whole of information processing. The role of the information

specialist therefore will need to become that of a catalyst for

change. The user, in contrast, will need to have the confidence
to explicate and describe his own information environment
processing and problems. In such a context, progress in

information management therefore will depend on us, as managers

and users as much as, if not more than, on them as specialists.”

Earl and Hopwood, Op Cit.

Anderson (1986), commenting on the same broad theme, states that

organisation structure can be seen as a means of providing for
information flow for decision making. To step from decision to action
involves a flow of information up and down the organisation structure,

but particularly to the decision points to enable these decisions to be

taken.

Anderson, op cit, continues his discussion, warning us that those

responsible for making decisions must be provided with information and

with the means of acquiring, processing and distributing this information.

tn conclusion, Anderson, op cit, stresses that provision of information

without regard to its use serves no purpose. Information is not useful

for its own sake; it must be relevant to the needs of the business and

must answer the right questions,
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If conventional business with internal and external access to information
specialists have the types of organisational and information flow
problems described above, the situation in workers' co-operatives is

likely to be more acute.

First of all, workers' co-operatives are unlikely to have a 'resident’

information specialist and will not normally have funds for a
consultant. In addition, they will be unlikely to receive specialist

support fram their local Co-operative Development Agency on such matters.

Secondly, because of the particular organisational arrangements normally
found in a workers' co-operative, involving worker participation in
policy decisions and, invariably, operational decisions, the problems of

designing an information system which matches the organisational

arrangements, is cost effective and enhances operational performance is a

tall order for the majority of workers' co-operatives.

The problems posed by unorthodox working arrangements found in many
co-operatives, particularly the constructive variety, cannot be

understated. Flexible working arrangements and Jjob rotation mean that

traditional (management) information systems may not provide the required

information in an understandable form to those who need it. This has two

main consequences:

(i) lack of availability of information; inappropriate presentation of
available information; a poor flow of required information to

decision makers will hamper sound decision making.
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(ii)

These factors will manifest themselves in such things as:

* stockouts/excess stock
* poor quality and high scrap levels
* reduced productivity

* extended delivery dates

* increasing costs.

Situations such as these will culminate in co-operative businesses

being unable to perform commercially. As described above,

co-operatives faced with this dilemma will exploit themselves in
the market. In addition, participative organisational arrangements

may be dispensed with in favour of more rigid division of labour.

This development adds strength to supporters of the degeneration

thesis.

Thus good informationthanagement 1s essential if co-operatives are

to be commercially viable to meet the social needs of those working

in them,

Since many of the social needs of workers can be met through
appropriate job and organisation design, this topic is discussed in

more detail below. This is a particularly important area because
of the interaction between information management and job and

organisation design.
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2.2.4 JOB AND ORGANISATION DESIGN

In most organisations of reasonable size, many specialists are concerned
with job design: production engineers who design the machinery and
sometimes the factory layout; work study officers and industrial
engineers who determine the way a job should be done; personnel and

organisation design specialists who wish to improve worker satisfaction

by changing their Jjobs; direct production management who are primarily

interested in efficient production. Each of these has a different set of

principles which they apply to the design of jobs. Figure 2.2

summarises the main alternative approaches to the design of jobs and

these are discussed further below.

Work Study Engineering Social Science Social Policy
cmphasis on maximising emphasis on reducing  emphasis on emphasis on the
the efficient use of labour costs and motivation and quality of work-life
effort dependence on labour  satisfaction
} l l !
o mechanisation _ '
Rationalisation and Enrichment Enrichment
automation
Specify presicely how replace men by allow scope for allow scope for
a job shouid be done, machines initiative, interest in the fulfilment, interest,
and enforce that method product, fulfilment etc. satisfaction etc.

Figure 2.2  Summary of Main Influences on Job Design.

SOURCE: Bowey & Carlisle (1979) *Group Working"

Management Decision Monograph, p25



As a result of these activities, there are many jobs in industry which
are extremely monotonous and have virtually no intrinsic job interest.
Social scientists studying workers in such jobs have found very high

levels of alienation and dissatisfaction.

Many companies have become concerned about what they take to be the

symptoms of dissatisfaction - alienation and poor performance, high rates

of labour turnover and absenteeism and frequent strikes.

The third alternative approach to job design is that of the social

sciences (industrial psychology and industrial sociology in particular)

which have made a major impact on management thinking regarding ways of
working in recent years. This has led to the introduction of job

rotation, job enlargement, job enrichment and increased worker autonomy,

as well as various kinds of group working.

Yet another group of people who are interested in job design are the
policy makers of government, and the trades unions and employees®

associations who wish to influence those policies. During the past 25

years, a great deal of interest has been shown in the "quality of working
life®. The governments of Britain, the USA, France, W. Germany, Norway,

Sweden and others have at various times commissioned studies of the
conditions (interpreted broadly) of the employees in these countries -

discussed in Delamottle and Walker (1974). The impact of this interest
has been, and seems likely to continue to be, to add further impetus to

the enthusiasm of managers and their advisors for the enrichment of

working peoples' jobs. (For further discussion of these issues see Bowey

and carlisle, op cit)



The topic of job and organisation design has important implications for
workers' co-operatives. Although the workers in a co-operative own and

control their company, this does not guarantee satisfaction with their
jobs, and the factors surrounding them. A worker in a co-operative,
participating in policy decisions and other operational issues, but doing
a narrow fragmented manual job might well feel dissatisfied. Bearing in

mind the commitment of co-operators to their firm, this dissatisfaction

may not manifest itself in quite the same way as observed in conventional
businesses. Nevertheless, allowing for personal adjustments in outlook

and attitude because of this commitment, their latent dissatisfaction is

unlikely to enhance performance and inter-worker relationships. It also
clashes with the general expectation of co-operatives with highly

committed, satisfied workers.

Regarding the level of job satisfaction in workers' co-operatives, much

of the early work at the Open University's Co-operative Research Unit
focussed on this issue. Their findings suggested that satisfaction is no

higher in co-operatives than in conventional businesses. However, it is

possible that this was so because co-operative workers had gained more

job satisfaction and they had higher expectations just because it was a

co-operative (Beishon et al, 1978).

The perplexing problem of job satisfaction in workers' co-operatives
resulting from appropriate job and organisation design will be discussed
in depth in this thesis. But in the following sub-section initial

discussion will take place concerning the main thrust of this research
ie Jjob and organisation design and information management in workers'

co-operatives.,
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2.2.5 JOB AND ORGANISATION DESIGN AND INFORMATION MANAGMENT IN WORKERS'

CO-OPERATIVES

In common with any other business, workers' co-operatives will have

organisational and operational strengths and weaknesses. Among the

weaknesses in co-operatives will be found undercapitalisation; difficulty

in finding premises; lack of management skills' and poor manual skills;

absence of education and training inputs; poor organisation design;

discrimination through legislation; lack of tangible government support;

very little meaningful research. These items have been well described and

discussed by chaplin and cowe (op cit), Boggis (1973), Chaplin (1982), T

Eccles (1979) and in volume 1 of 'Prospects for Workers' Co-operatives in

Europe', commissioned by the Commission of the European Communities

(1981).

It is important for the purpose of this research project that Boggis, op

cit, is one of the very few writers on workers' co-operatives to stress

the need for sound business information systems.

Among the strengths, Paton, op cit, has noted the claims of a number of
commentators that the area of work organisation is one in which

co-operatives will possess an advantage over their conventional

competitors. Two reasons are given:

less supervision will be required in a co-operative because

employees will be more committed to the goals of the organisation

and will be better informed regarding what is required to achieve

them,

51



ii job enrichment experiments in conventional businesses demonstrate

that there is often considerable scope for socially and

economically more efficient use to be made of the available human

and technical resources. Since co-operatives often express a

desire to make work more satisfying,they should be quicker to take

advantage of these opportunities.

Thus co-operative forms of organisation would appear to have certain
attractions. First, one could expect improved productivity; second, the

work would be more varied and interesting. Thus, progress in job design
is a necessary condition for the development of co-operative working

relationships. However, there are certain limiting factors to this view:

i Workers' co-operatives are generally small in terms of number

employed. Conventional companies undertaking job and organisation

projects are, by the same measure, large. In these large

organisations capital intensity and scale of operation usually

results in highly fragmented and repetitive tasks much in need of

revision.

i1 Job enrichment programmes require considerable investment in
training and time for development. It is unlikely that workers'

co-operatives will be able to afford these costs.
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iil In many cases the 'improved' jobs fall short of the hopes of
idealists who promote co-operatives. Job design exercises in the
UK in conventional businesses have tended in some cases to be
developed for technical and economic benefits, the social aspects
being of secondary importance (Edwards, 1974). The scope of job
enrichment in conventional businesses appears to be restricted by

the desire of managers to retain managerial control.

iv The basic argument that less supervision will be required, assumes
that the members of a co-operative are strongly committed to it.

This issue will be returned to later.

Thus successful job and organisation design will be hampered through lack

of scope on account of small scale operations in a typical workers'

co-operative., Conversely, in a workers' co-operative it is possible for

flexible roles rather than re-designed jobs to emerge on an informal

basis. This being so, the problem of developing an appropriate
information system becomes of critical importance. Without information
co-operative workers with autonomous decision making responsibilities
will be unable to make these decisions with any degree of confidence.
This situation could easily lead to a return to more scientific

management practices with the separation of, for example, planning work

and the performing of it.
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The design of an appropriate information system for a workers'
co-operative employing autonomous working arrangements will pose
different problems for the design. The overall task is likely to be more
difficult than if a traditional management information system was being
developed. This is because so little work has been reported on

information systems used by workers to whom some supervisory decision

making duties have been devolved; an 'open access' information system

will have to cater for the needs and abilities of a range of people in

contrast to a 'graduate or equivalent use' information system.

The link between successful job and organisation design and information
management is one that has been neglected by researchers. Apart from
offering a fresh field for investigation, it is a topic which is of
fundamental importance regarding survival of co-operatives and the job

satisfaction of those who work in them.

This topic will be discussed in more detail below.

Paton, op cit, concludes that although there may be scope for improved
work organisation in co-operatives, it is not yet clear that this is the
case to any significant degree. 1Indeed Paton, op cit, goes on to claim

that the failure rate of co-operatives in the past cannot be adequately

explained simply in terms of :

* initial under capitalisation
* technological change
* recession
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According to Paton , op cit, the greatest reason for collapse was
probably failure to develop forms of organisation that reconciled the

requirements of commercially sound management with an acceptable degree

of employee participation.

Contrary to popular belief in the media, co-operation does not mean 'no

management'. This apart, there is no overwhelming evidence to indicate

that job and organisation design in workers' co-operatives (like job
satisfaction) is generally more successful that in conventional
business. And there is a prime target for research - what are the
reasons for conservatism in job and organisation design in workers

co-operatives? WwWhy does design work stop at profit sharing, a weak

supervisory board and a participative management style? - features which
could be found in any enlightened conventional business. Apart from
probable lack of job design skills in co-operatives, this research

project will investigate the effect of poor or inappropriate information

management in these organisations.

According to Lockett (1978), management information systems (MIS) are a
key concept in organisation design and change, and it is widely accepted

that deliberate efforts must be made to ensure adequate management

information for decision making.

In the area of information management, job and organisation design, and

workers' co-operatives there is a lack of discussion on two main issues:



1 little work has been done on the role of information for workers
and others who are expected to provide rather than receive
information for the MIS. This is particularly important when jobs

and organisation design involves the introduction of

semi-autonomous work groups.

2 although there is an abundance of literature concerning

information systems in organisation, only occasionally is there

any discussion of issues relating to job design.

Few writers have considered the importance of information systems when

designing jobs. However the following authors stress the importance of

this issue:

Wilkinson (1970) ' a careful analysis and some redesign of the

information system .... seems to be one of the most important aspects of

redesigning jobs.'

Birchall (1975) 'information systems must make available all the data

required for execution of decision-making duties’.

Sime and Fitter (1978) have discussed the information needs of those

responsible for making decisions, commenting that those needs are likely

to change if decision-making is devolved by job redesign exercises.
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If we accept that workers have a legitimate interest in the activities of
the organisations which employ them, and that these interests are at
least partially in conflict with those of the organisation's management

then this view has dgreater relevance in co-operative organisations,
Lockett, op cit, points out that the pursuit of these interests may be
either through participation in decision-making or through oppositional
means, or a combination of these approaches., Continuing this arqument
Lockett, op cit, states that effective worker participation (or
opposition) is enhanced by adequate information: 'Adequate' or

'appropriate' information is related to the structure of the

organisations concerned and to the objectives and strategies of those

involved.

Therefore what has bee said so far is that ‘'appropriate' information

gsystems are necessary if workers are to pursue their interests
effectively within organisations. We shall refer to these information

systems as worker information systems (WIS). Lockett defines a WIS as
'The range of processes by which information relevant to workers in an

organisation is gathered, monitored, analysed, stored and disseminated.

For the purposes of this research we are interested in the relevance of

information systems at two distinct levels:

i sub-system ie job redesign with work groups

ii organisation ie worker co-operatives
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A third level, although interesting, may be referred to but will not be

discussed in detail.

iil multi-organisation ie multi-plant corporations from the point
of view of trade unions, particularly

shop stewards.

Although there has been a resurgence of interest recently in the
formation of business enterprises that are partly or completely owned by
their employees, little research has been conducted about the effects of

information systems on successful job and organisation design. This is

an important issue because employee ownership has been advocated on the
basis that it will enhance worker satisfaction and motivation:; that it
will possibly increase productivity; and that it will promote industrial

democracy. Vanek (1975) Derrick and Phipps (1969); and Long (1978) found
that although individual share ownership does have positive effects on

some key Jjob attitudes, worker participation in decision-making
apparently has much stronger effects. However accurate and up to date

information suitably presented is essential for any form of
decision-making. Fakenham Enterprises, pp 88-90 provides an example and

illustrates the point that availability of information must be
accompanied by training of operators to understand it, interpret it and

use it. Reported by Lockett (June 1978).

38



Clegg and Fitter, op cit, in an interesting article stress the point that
much has been written on the use of information systems in

organisations, However only occasionally is there any discussion of

issues relating to job redesign. Wilkinson, Birchall and Sime and Fitter

are notable exceptions.,

Based on their findings from a case study, Cleqg and Fitter, op cit,

conclude that:

i reorganising work to introduce semi-autonomous work groups

necessitates changes both in the information system and the uses

to which it is put.

i1 the new system should provide information in a form suitable for
operational decision-making ie. it should match the

decision-makers conceptual model of the work process.

iii these necessary changes are difficult to design and probably even

harder to implement.

Clegg and Fitter, op cit, found that the information systems were
designed by management for management. When control of the work process

was passed to the operators the information systems had to be changed to

meet the needs of the operators; to be consistent with their conceptual
model of how the department worked; and to provide support for decisions

they were now responsible for making.
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This resulted in a change in relationship between line managers and
operators because although management maintained overall control of the
department, information was no longer a management prerogative. The
temptation to withhold information and use it to control must be
resisted. For a discussion on the problems posed for managers,
supervisors and their subordinates when jobs are being re-designed refer

to Carlisle (1983). 1In Clegg and Fitter's, op cit, study it was pointed
out that management may not see the need for changes to the information

system when job and organisation design is taking place. They may point

out that most operators do not ask to 'participate' in thenm.

If such systems are not changed, the new method of departmental working
remains incongruent with its support systems and work organisation
resorts to its old form. This is a particularly important point because

i1f the job and organisation design is 'correct' but the information

system does not match it, then the whole exercise is liable to fail.

On the other hand as pointed out by Clegg and Fitter, op cit, changing

the information system can provide an opportunity to promote

organisational change, for example between production department and the

maintenance function.

Nevertheless the relevance of information systems to job redesign has not

been widely recognised. Wilkinson (1970) argued that analysis and
possible redesign of information systems was a key aspect of job design,

as have Hedberg (1977) and of course Clegqg and Fitter, op cit, Hedberg
in his analysis of job redesign at Volvo's Ralmar plant concluded that

the information system for each work group had been designed as part of
the overall MIS which included several packages of computer systems.

From the point of view of the work group these include:
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i a process control system, controlling and directing workflow as

well as feeding forward potential work load to the work group.

ii a production control system, giving specifications for each car.

iii a quality control system, feeding back quality control results to

the work group.

Again control of the worker information system is important for as

Hedberg op cit argues,

"The apparent decentralisation of responsibility to the work group will

be matched by a corresponding centralisation of the ultimate control
The new information technology undoubtedly strengthens management

overall control. At the same time it is clear that the new technology

offers a potential for increased autonomy in each group of workers".

Although the level of job and organisation design will be limited by such

things as product structure; technology; ability; training and
development, the interaction and interdependence of the physical

conversion process and the information system is so close that unless the
information system provides appropriate information in an understandable

form then the scope for innovative work reorganisation projects in

conventional organisations and envisaged organisational arrangements in

workers' co-operatives will be severely limited. The expectation is that

members of a co-operative will generally want to perform challenging
jobs. In addition the labour flexibility from such arrangements will

often result in more economic operating costs. Thus it is of great



importance to the workers' co-operative movement that all obstacles to
successful job and organisation design are removed. Thus if workers'
co-operatives wish to preserve their structures and working arrangements
and attain the acceptable level of operating efficiency, the effect of

lack of sound information management must be investigated.



3 WORKERS' CO~-OPERATIVES

AIM OF THE CHAPTER

This chapter traces the development of workers' co-operatives within the

co-operative movement and shows the main reasons for early growth. The

main people involved in this movement are identified and their social and

political motivations are described.

Workers' co-operatives are discussed and their main features are

described and because workers' co-operatives do not form a homogeneous

group of organisations a classification of types is proposed.

Since the workers' co-operative movement 1is an international issue a

review of Mondragon, the co-operative 'standard', is included. This

contrasts the way co-operatives have developed in Spain and Britain and

provides a useful guide to how the past has influenced the present

situation.

The issues surrounding success, problems and failure are reviewed because

they have particular reference to the hypothesis researched in this

project. These issues lead logically to the discussion concerning

degeneration of workers' co-operatives.

Subsequent discussion of degeneration touches on the main thrust. of this

thesis viz how information management influences job and organisation

design.



3.1 HISTORY AND DEVELOPMENT OF WORKERS' CO-OPERATIVES

3.1.1 Reasons for Early Growth

Workers' co-operatives first emerged in the early 19th century at a time

when Europe' was undergoing fundamental change associated with the

Industrial Revolution. During this period a massive separation of people

from the land took place through enclosure., Poverty and pauperism were
rife and conditions in the towns and factories were dreadful. Unions,

combinations or any form of association by workers were seen as

conspiracies against the State and were outlawed. Social unrest was rife

the French Revolution having generated a ground swell of radical thinking

and debate.

"Historically worker's co-operatives have grown out of dissatisfaction

with the adbility of private enterprise and government to provide full

employment. They have also been motivated by a desire on the part of the
workers to have more control over the conditions of their work and a more

equitable share in the fruits of their labour®" Linehan & Tucker (1983),

p 12.

According to Thornley (1981), workers' co-operatives are a sophisticated
type of organisation designed to enable ordinary people to help

themselves and each other in the struggle for economic survival and for
some control over their working lives,. Notable attempts emerged again

and again, particularly during the 19th century. A very early example
was in 1760 when corn mills were built and run co-operatively in Woolwich
by the dockyard workers. This action was to combat local monopolies and

high prices charged by corn millers.
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Thus the Co-operative Movement arose as one of the defensive reactions of
the working class to the great social and economic upheaval abroad during

this period in history.

According to Tucker (1983), new institutions and a new vocabulary became
part of society and of language during this period. Words such as
"industry", "industrialist®, "“factory®, "working class", "middle class",
"capitalism®, "socialism®, "crisis" (economic) and "strike" were all

coined during this period. The word "co-operative®, in the context of

workers' co-operative also appeared for the first time.

The co-operatives which were formed dquring this period of social and
economic change were a response to the severe hardships and human
degradation generated not so much by "indysfry" but by “capitalist
industry®. They provided an opportunity for workers to have a greater

say in the decisions affecting their lives at a time when industry and

the state was controlled by the wealthy and powerful.

3.1.2 Contributions by Philanthropists

A number of philanthropists were moved to combat this worsening

situation. They believed that healthier and happier workers would
improve productivity. For example, Robert Owen (1771-1858) believed that

if workers were better educated, worked shorter hours and had improved
living conditions they would become a more satisfied and stable
workforce. Although Owen did not invent co-operation he did much to make

it into a national indeed international movement. At his mill in New

r,anark he improved the conditions of the workers:; he built new houses;
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erected schools; and established a shop which so0ld unadulterated goods to

the workers at low prices. Working hours were reduced and the minimum
working age raised. Although wages were slightly lower than in other

factories, working and living conditions were incomparably better.

Tucker, op cit, reports that Owen's reforming ideas spread to Indiana in

the USA, to Hampshire in England and Ralahine in Ireland.

Owen was followed by the Lever Brothers who built Port Sunlight (1887),
Sir Titus salt of Saltaire (1851) and Ebenezer Howard who founded the

Garden City Association (1899)., With the exception of Owen, these men
were interested primarily in increasing profits and only as a secondary

aim were they keen to improve the conditions of factory workers.

Owenism was succeeded by Chartism from which emerged worker initiated

co-operative experiments.

Of particular interest to students of the origins of workers'
co-operatives are the writings and influence of William Thompson, born in
cork City in 1775. According to Tucker, op cit, Thompson did much to
make co-operation a working class movement and played a significant role

in forging an alliance between Owenism and Trade Unionism,

"While Owen was the originator and propagandist for experiments in

co-operation Thompson was the first systematic writer on the subject. He
is, therefore, an important founder figure of the co-operative movement
and of socialism. Unlike hlis contemporary Owen, he put little faith in

appeals to the rich to set up-operatives. He saw Owen's schemes of



industrial reform as little more than "an improved system of pauper

management®. Thompson believed that a new co~operative system which

would re-structure society would only be brought about by the working
classes themselves". Tucker, op cit, pp 30-31. This issue will be

raised again later in this chapter.

3.1.3 Owenism and Trade Unionism

History tends to suggest that Owen had little influence on the

establishment. Although he appealed vigorously on issues related to
Factory Acts and Education Acts, he 4did not attempt to embrace the
strength of political power. He acted more on argument and example.

Unfortunately, he made little contact with labour movement leaders and

his views on co-operation were not based on the articulated needs of the

working class. However, his teachings had a more permanent appeal which

inspired Owenism, or socialism, as it became called.

This new movement ~ Owenism - developed alongside Chartism among the

skilled workers at that time who were becoming aware that their skills

were being replaced by unskilled factory processes. The Owenites,

according to Thornley, op cit, challenged these new forms of production

organisation.

They disregarded capitalism as the natural order, and sought ways of
controlling capital for social goals. The Owenites tried many forms of

alternative organisation, among them co-operative workshops,
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By the mid-1820's, the new working class enterprises had become involved

in the ideals of some of the early social thinkers in addition to

considerations of the obvious economic benefits. A co-operative movement
grew quickly with the repeal of the Combination Acts in 1824. However,
their Owenite initiatives were not backed by a political movement and

then innovations were not widely applied and sometimes were unrealistic.

The repeal of the Combination Acts which allowed co~-operation to grow
also gave rise to a growth in trade unionism. Often the same people were
involved in both movements. But the law still did not permit the

enforcement of long term determinants of better wages, for example, the

closed shop, apprenticeships, high ratios of skilled workers to unskilled
and shorter working hours. Without the backing of a large proportion of
the community trade unions could achieve little. When they did make

progress it was in isolated localities, like the radical cotton towns of

Lancashire.

Early attempts by trade unionists, to organise workers on a national

basis failed. Eg the National Association for the Protection of Labour
formed by John Doherty in 1830 which became the Grand National

Consolidated Trade Union (GNCTU) in 1834. This union was very much

influenced by Robert Owen, then at the height of his fame.,

The GNCTU collapsed in the same year it was formed, through internal

disputes. It seems the moral values of Owen and the more radical

objectives were incompatible. Trade unions went through a lean period
and it was not until the 1850's that attempts were made to build towards

national organisation.
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3.1.4 The Chartists

With the demise of Owenism, Chartism became the main influence on working
class thought. This new movement was formed in 1836 as an educational
and political body. Thornley, op cit, writes that it was radical and
Owenite, and its members, mainly artisans, were more used to political

discussion and action. They drew up a People's Charter in 1836,

demanding the vote,

The Chartist ideas became firmly established in the major industrial

areas of the North of England where there was a growing proletariat.

Encouraged by the writings of Cobbett, about the conditions of the

working class, a radical intellectual culture development. This was

aided by the existence of a cheap press. Reported in Thompson (1978).

The issues concerning Cobbett were further developed by Samuel Smiles, a

doctor and journalist and his book ®"Self Help", published in 1859 was a

big seller among the middle and working classes. See Smiles (1986).

It is interesting to note in the context of events at national level at

the present time, that Smiles, op cit, was a strong believer in the

benefit of individual savings as a national accumulation of capital. He

contended that the sum of individual effort was sufficient to create a
major social change. This philosophy neither then nor now could be
interpreted as a form of socialism which, of course, is more concerned
with emancipation of workers in a political sense. However, the

self-help philosophy appeared socialist in many people's view.
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The Chartists were politically active but were strongly opposed by
Parliament. There was much violence and bloodshed, and prison sentences

for the Chartist leaders. On release from gaol in 1840, Chartists
regained some of the lost ground and a National Chartist Association was
formed. It was illegal but lasted until 1853, and was the first
political party representing the working class. Unfortunately they

disregarded capitalism as the natural order, and sought ways of

controlling capital for social goals. The Owenites fried many forms of

alternative organisation, among them co-operative¢ workshops.

For an interesting treatment of many of the above issues see Thornley, op

cit.



3.2 TYPES OF WORKERS' CO-OPERATIVE

3.2.1 The Co~operative Movement

This research project is concerned with workers' co-operatives, which is

only one part of the co-operative movement. This movement embraces:

* Agricultural co-operatives

* Credit co-operatives (usually referred to as credit unions in Great

Britain and Ireland.)

¥ Consumer co-operatives

» Housing co-operatives.

A brief note of the activities and importance of these 'other'

co-operatives is included below to enable us to identify the precise

position of workers' co-operatives in the co-operative movement.

1 Agricultural co-operatives.

In a European context, agricultural co-operatives are of greater
importance than other kinds of co-operative. Indeed they are very

much involved in the Common Agricultural Policy,

Young and Rigge (1981) point out that in France and West Germany

almost 53% of all sales of agricultural products and purchases by
farmers are handled by co-operatives. Between 90% and 100% of the

milk market is handled by co-operatives in Denmark, Ireland and

Holland.
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In Greece, where relatively more people are involved in
agriculture than elsewhere, PASEGES, the organisation for

agricultural co-operatives, has strong influence over the national

affairs. So do its counterparts in Ireland and Denmark.

Credit Co-operatives

These have developed alongside and to a large extent as a

consequence of the success of agricultural co-operatives.

Agricultural co-operatives needed credit as urgently as they needed

an agency which would obtain a better price for their products.

Because of the relatively long lead time between sowing and

harvesting/distribution, farmers had to survive without visible

income, As a result, agricultural banks were set up to ease this

cash flow situyation for farmers.

Young and Rigge (1981) make the important part that few credit
co-operatives have restricted themselves to the farming community

but invite the public at large to become customers,

Credit unions have been a flourishing form of banking in many

countries and are usually found in large towns and cities. They

usually consist of people with a common interest who save reqularly
with the union., Based on their knowledge of each other's

creditworthiness they decide who shall get a loan and for how much.



successful credit unions are a common feature of Irish life and are

a growing force in Scotland. They enable people from economically
deprived areas to borrow money at interest rates they are likely to
afford. Perhaps too they open up the process of bank savings to

people who would not normally open an account at a conventional

bank. No doubt Smiles, op cit, would approve of credit unions.

It is important to note that the credit union function is provided

for the famous workers' co-operatives in the Basque Region of

Spain by the Caja Laboral Popular (workers' bank).

iil Consumer Co-operatives

Thefe were until about twenty five years or so ago, a very

successful part of retailing in the UK.

After the virtual downfall of Chartism, Owenism and trade unionism
in the 1840's, there followed a period of depression, in employment
and wage reductions. Strikes, particularly involving textile

workers and coal miners, were frequent. Thornley, op cit, reminds
us that progress in production technology did little to improve the

quality of life at work. For the working classes suffering and

poverty grew. Many drifted into the poor house or starved to death.
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Against this background the Rochdale Pioneers emerged with their
unigue form of counter action which sparked off the consumer

co-operative and workers' co-operatives movements as we know them.
More importantly the Pioneers, all skilled workers, developed a
system of co-operation more in sympathy with their own conditions

and needs. Unlike earlier attempts discussed in section 3.1, these

did not derive from middle class philanthropy.

In 1844 the Rochdale Pioneers opened their original store 1n Toad
Lane. This co-operative retail outlet was subsequently replicated

in almost every industrial country and some non-industrial
countries. Until recently, retail stores owned by their member,
electing their own directors, responding to the members' needs

could more than compete with conventional profit-seeking stores in

selling staple products.

It should be remembered, however, that the Rochdale Pioneers also
established the Rochdale Co-operative Manufacturing Society to
manufacture cotton. Because o0f its need for capital, a number of
outside non-working shareholder were brought in and the Society

became the same as a conventional joint stock company.

Housing Co-operatives

Just as workers' co-operatives are concerned with the democratic
ownership of work soO housing co-operatives are involved in issues
concerning the class division of property. Ward (1974) makes the
telling point that they inject social justice into the housing

situation by reducing the gap between owner occupiers and council

tenants.
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In the provision 0of social services, housing co-operatives have

been prominent in many countries, notably West Germany and Denmark.

"They have proved themselves the means by which houses and flats
can be built for rent without surrendering the rights of tenants to

control their own housing and their immediate environment."

In Britain, particularly Scotland, where local authorities have

been almost solely responsible for non-owner occupier housing there
has been a change of mood in recent years. Housing co-operatives

and their cousins, housing associations, are necessary main support
now and there is growing scepticism about local authority housing.

In the more recent past, council tenants have been able to buy

their council houses.

3.2.2 Workers' Co-operatives Described and Classified

It is not possible to adequately define a workers' co-operative which
would be universally acceptable. See Abell (1987) and Chaplin (1982).
Indeed, as Chaplin and Cowe (1977) p 3, have said, "It is often easier to
be clear about what is not a co-operative than what is."™ However,

Chaplin and Cowe, op cit, go on to identify the factors which help them

recognise a co-operative,

i It is financially autonomous when loans and other funding does not

compromise the enterprise.



il It is controlled and directed by those working in it, and only

those working in it,

1i1 Management 1s accountable to the workers, to the extent that
managers are subject to dismissal by them and by a representative

body elected directly by them,

According to the International Co-operative Alliance, a co-operative is a
group of people who join together in common undertaking in accord with
the following six principles. These principles are based upon the

original Rochdale Principles.

1 Membership is open and voluntary.
ii There is democratic control, usually on the basis of one person,
one vote,

iii Interest on share capital is limited,

iv There is equitable distribution of any surplus, usually in

proportion to transactions with a work done in the society.,

v Co-operatives devote some part of their surpluses to education.

vi Co-operatives co-operate among themselves.

Reported by Young and Rigge, op cit.



Boggis (1973) stresses two main distinguishing characteristics of

workers' co-operatives:

i Wage-earners forming an association which undertakes the

entrepreneurial function.,

i1 The democratic conduct of the affairs of the business.

"So in this workers' co-operative the risk-bearing, the mobilisation of
capital and other factors of production is undertaken by workers who

agree amongst themselves as to how their affairs shall be conducted and

by whom® Boggis, op cit, p 42.

For the purposes of this research project, it is sufficient to say that a
workers' co-operative is an enterprise which is owned and controlled by
the people who work in it. The control aspect will be discussed in

detail later in this thesis.

Perusal of research findings will show that workers' co-operatives do not
form a homogeneous group of organisations. They differ with respect to
reasons for formation, objectives they pursue,organisational arrangements

and their economic circumstances (Jones 1978; Paton 1978). Nevertheless,

some form of classification of workers' co-operatives is useful for

reasonable analyses of such things as performance and organisational

arrangements/effectiveness.

Some writers have opted for a fairly elaborate classification of workers'

co-operatives., For example, Wilson's (1982) typology is summarised 1n

Fig 3.1.
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TYPE FEATURES

W‘M

OLD ESTABLISHED * IN EXISTENCE A LONG TIME
PRODUCER CO-OPS * FEW IN NUMBER BUT SIGNIFICANT IN TERMS
OF NUMBERS EMPLOYED & TURNOVER
* LABOUR INTENSIVE MANUFACTURING

NEW SET-UPS * INSTIGATED BY OUTSIDE GROUPS, INDIVIDUALS,
AND OTHER CO-OPS, CO-OP DEVELOPMENT GROUPS

OR TRADE UNIONS
* VERY SMALL, USUALLY IN SERVICE SECTOR

(a) ALTERNATIVES * MEMBERS SHARE A STRONG COMMITMENT TO
DEMOCRATIC DECISION-MAKING OR ALTERNATIVE
LIFESTYLES

* JSUALLY FORMED BY WELL QUALIFIED AND
PROFESSIONAL PEOPLE

* OFTEN KEEN TO FURTHER POLITICAL AIMS
T0 PROMOTE ECOLOGICAL VENTURES

* A NUMBER FORMED BY 'FEMINISTS' OW
WOMENS GROUPS, PARTICULARLY IN LABOUR
MARKET CHARACTERISED BY NON-UNIONISATION,
LOW PAY, POOR CONDITIONS, HIGH LABOUR
TURNOVER & CYCLICAL OR FREQUENT LAY-OFFS

(b) MULTI- * ESSENTIALLY ESTABLISHED BY GROUPS
FUNCTIONAL COMMITTED TO IDEOLOGICAL OR SOCIO-
POLITICAL GOALS AND NOT PARTICULARLY TO
BUSINESS/COMMERCIAL ISSUES

(c) NEW STARTS * PRIMARILY MEMBERS ARE SEEKING JOB SECURITY,
BETTER WORKING RELATIONSHIPS, TRAINING,
PROFIT-SHARING, OR MORE WORKER

PARTICIPATION
DEFENSIVE: FORMED BY EMPLOYEES TO PRESERVE JOBS ON
REDUNDANCY/ CLOSURE OR THREATENED CLOSURE OF FACTORY
CLOSURE
(a) SIT-IN * EMPLOYEES RESIST CLOSURE/LIQUIDATION,
FORM A CO-0OP & WORD FROM SAME PREMISES
(b) RESCUE * USING SAME SKILLS, BEGIN TRADING IN THE

SAME MARKET ON A MUCH REDUCED SCALE AS A
NEW BUSINESS
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JOB CREATION/
SELF-HELP CO-OPS

* ESTABLISHED PRIMARILY TO CREATE EMPLOYMENT

RATHER THAN EMBRACE CO-OP PRINCIPLES

* OFTEN FORMED AS RESULT OF GOVERNMENT

SCHEMES, LOCAL AUTHORITY INITIATIVES, ETC.

* OFTEN MORE DEPENDENT ON STATE FUNDING

COMPARED TO OTHER TYPES OF CO-OP (MANPOWER
SERVICES COMMISSION'S JOB CREATION
PROGRAMME & ITS SUCCESSOR THE SPECIAL
EMPLOYMENT PROGRAMME, COMMUNITY ENTERPRISE

NEW ENTERPRISE PROGRAMMES

CONVERSIONS

(a) HANDOVERS

(b)BUY-0OUTS/
SPIN-OFFS

EXISTING COMPANY CONVERTED INTO WORKERS'
CO-OPERATIVE

CURRENT OWNERS/MANAGERS MAY JOIN CO-OP OR
MAY RETIRE

MANAGEMENT BUY-OUTS HAVE BEEN ON THE

INCREASE IN G.B. AS RESULT OF STRUCTURAL LHARGE
IN INDUSTRY - MAJORITY INVOLVE SOME

MEASURE OF WORKER BUY~-OUT

LITTLE WORKER PARTICIPATION IN BOUGHT-OUT

COMPANIES
CO-0P BUY OUTS RARE

FIG 3.1 CLASSIFICATION OF WORKERS
CO-OPERATIVES BASED ON WILSON (1982)



Cornforth (1983) has proposed a less detailed but nevertheless
comprehensive classification of workers' co-operatives.

TYPE FEATURES
"ENDOWED * "GIVEN" TO THE WORKERS BY THE OWNER
CO-OPERATIVES"® * OFTEN CO-OPS FIND THEMSELVES WELL

ESTABLISHED IN FINANCIAL & MARKET TERMS

"WORKER BUY OUT" * THESE ARE MORE A POSSIBILITY THAN A
CO-OPERATIVES REALITY. DIFFICULT TO IDENTIFY AN ACTUAL
EXAMPLE
DEFENSIVE * FORMED BY EMPLOYEES IN ORDER TO PRESERVE
CO-OPERATIVES JOBS ON THE CLOSURE OF A BUSINESS
* USUALLY INHERIT DIFFICULT COMMERCIAL
SITUATION
"ALTERNATIVE" * AROSE FROM THE ALTERNATIVE MOVEMENT OF THE
CO-OPERATIVES 1960'S AND 1970°S

* USUALLY MIDDLE-CLASS, WELL EDUCATED, &
SHARE A STRONG COMMITMENT TO DEMOCRATIC
IDEALS & SOCIALLY USEFUL PRODUCTS

* MOST NUMEROUS TYPE OF CO-OP IN UK

"JOB CREATION" * A REACTION TO HIGH UNEMPLOYMENT
CO-OPERATIVES * ENCOURAGED BY MONEY FROM GOVT. JOB CREATION
IN THE PAST

* MORE RECENTLY THE CO-OPERATIVE DEVELOPMENT
AGENCIES (CDA'S) HAVE GIVEN GREATEST
ENCOURAGEMENT TO POTENTIAL CO-OPERATIVES

FIG 3.2 CLASSIFICATION OF WORKERS'
CO-OPERATIVES
BASED ON CORNFORTH (1983)
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For the purposes of this thesis it is proposed to classify workers'
co-operatives into three main types. This has been touched upon in

Chapter 2. These three types of co-operative are:

1 Conversion
il Defensive

iili Constructive

Fig 3.3 summarises how this classification meets the requirements of

Wilson's, op cit, and Cornforth's, op cit, typologies.

Following Fig 3.3 is an amplification of the proposed typology.

PROPOSED WILSON (1982) CORNFORTH (1983)

-—_-__—__'-———-————_—__—__—-_____—__——-_-_——_-

CONVERSION CONVERSION CONVERSION
* HANDOVER * ENDOWED
* BUY-OUT * WORKER BUY-QUT

M_—_—_“-“__m

DEFENSIVE DEFENSIVE DEFENSIVE
* REDUNDANCY
* CLOSURE
CONSTRUCTIVE OLD ESTABLISHED CONSTRUCTIVE
CO-OPS ALTERNATIVE

NEW SET-UPS

* ALTERNATIVES

* MULTI-FUNCTIONAL
* NEW STARTS

* JOB CREATION/
SELF HELP

g vy i = e e e —— P e e iR

FIC 3.3 PROPOSED CLASSIFICATION OF WORKERS' CO-OPERATIVES
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To summarise, the three types of workers' co-operative proposed are

amplified below,

a CONVERSION/PATERNALISTIC/COMMON OWNERSHIP CO-OPERATIVE

(TO BE REFERRED TO AS CONVERSION CO-OPERATIVES)

These are give or sold to the work force either individually (each

employee owning shares) or collectively (usually a holding company

controlled by employees).

Act of transfer of ownership is usually based on religious belief
rather than political motivation A well known case is the

Scott-Baden organisation of which 90% was handed over to the

community of the work force by Ernest Bader in 1953, Reported by

Oakeshott (1978).

An alternative means of formation of a conversion co-operative is

through a workers®' buy-out of a company about to close. For

example, the Readheads ship repair yard at South Shields when about
to be closed by Britoil Shipbuilders in October, 1982 was bought by

about 100 of the original 300 workers for £110,000 and continued

business as a workers' co-operative., Reported in The Guardian (7

Oct 1983).

Normally there are few changes in the way the company is run. The
existing management situation is largely preserved but workers'

powers of veto are extended.



The main differences after conversion to a common ownership company

are; -

- firm cannot be taken over without employees' consent (no

outside shareholders)

- management forced to adopt a "participative management style"
(ie not trying to develop self-management, but trying to make

‘capitalist' style management more acceptable and tolerable
through consultation, etc.) But a well run and enlightened

capitalist firm could achieve the above two points., The

question remains, whether the workers could exert enough

pressure to change the way the firm is run. Also if

"conversions" are the result of economic failure than they may

face some of the complications found in Rescue co-operatives,

described below.

RESCUE/DEFENSIVE/PHOENIX CO-OPERATIVES

(TO BE REFERRED TO AS RESCUE CO-OPERATIVES)

This type of co-operative has attracted most attention by the media

eqg Wedgwood Benn Co-operatives. They are usually formed by workers

taking over the firm following threats of redundancy. This
situation becomes more common in times of economic recession and

crisis when more firms are declared bankrupt and there is less

chance of alternative employment. In essence it is a case of
maintaining jobs in a company in a poor economic climate where

capitalists cannot run the enterprise at a profit.



Well known examples of Benn Co-operatives are Meriden Motorcycle

Enterprise, the Scottish Daily News, and the conglomerate, Kirkby
Manufacturing and Engineering (KME). It is not unusual for some of
these Rescue Co-operatives to start proceedings towards formation of

a co-operative with a workers’' sit-in. In some cases, for example,
the Benn co-operatives, funds may be made available by Central
Government. Bradley and Gelb (1983), Oakeshott; op cit, Benn

(1976); Fleet (1976); Mackie (1976); Eccles (1976).

The problems encountered in a Rescue Co-operative are immense. For

example, it is often deprived of management skills associated with
marketing, operations and accounting which are essential for most

organisations.

In addition, this type of co-operative will usually be under

capitalised. Not infrequently this is the reason why a factory is

closing down.

Generally it will be in a poor market position and may have products

which are economically and socially redundant.

The only viable way to overcome the situation described above is to

develop new products which can be produced efficiently. But to do
this, product design and development skills, management ability,

capital and market opportunity are essential - features the lack of

which led to the setting-up of the co-operative in the first place.



This type of co-operative, caught in these conditions, usually
reduces wages to survive. By so doing the workers exploit
themselves in the market to an extent which would be intolerable in
a conventional company. Or they may resort to more fragmented and
less satisfying job designs adding support to the degeneration

thesis which will be discussed in detail later.

CONSTRUCTIVE OR "START-UP" CO-OPERATIVES

(TO BE REFERRED TO AS CONSTRUCTIVE CO-OPERATIVES)

Set up as co-operative or common ownership companies from theilr

inception. This is not a new idea but interest is growing (in

Europe) once more.,

In the present economic climate in the UK this development is also

taking place under the title of community business/community

co-operative,

Constructive co-operatives have three basic needs in common with any

production organisation:

1 A market, especially those with easy entry such as some
plastic products and printing which do not require high levels

of capital investment,

ii Capital to finance the new firm. Members may not have any

money to invest and the co-operative cannot issue shares.



iii A production system combining equipment and people with skills

to manufacture and manage.

In addition, constructive co-operatives face their own set of

problems, such as:-

- banks may wish to deal with one or two people, eg, works
manager and accountant. But a co-operative may not have these
positions established to the same degree as in conventional

businesses.

- if the co-operative is successful it may wish to expand, which
raises questions concerning commitment and orientations of new

members., Also attitudes of *"o0ld" members to new co-operators
can leave much to be desired, ie, will established members of

a co-operative view recent recruits as their "employees"?

- the ability of the work force to manage a large scale
operation may be called into question. That is, will economic

success and security be sought and obtained at the expense of

co-operation?

It is possible that community businesses/co-operatives could
overcome many of the above problems provided members of this form of

enterprise are educated regarding the concepts, principles and

practices of co-operative working and of the democratic ownership of

wOorke.



(Community businesses/co-operatives, in common with co-oparatives
have the primary objective of job creation, but in addition
community businesses pursue the personal and social development of
its members. For this reason, community businesses possibly have

considerable potential for the operation of viable businesses under

co-operative principles and practices.)



3.3 INTERNATIONAL PERSPECTIVE

3.3.1 Introduction

Britain's experience in the area of workers' co-operatives is very
similar to that in many Western European countries. All have experienced

major developments in worker participation in management but none has

entertained genuine workers' control found in the Yugoslav experience.

In this chapter experiences with workers' co-operatives in Britain and
the Basque provinces of Spain will be reviewed and discussed., This will
set the British experience in its European context - an important issue
since the Commission of the European Communities (CEC) is very active in
its Programme of Research and Actions on the Development of the Labour
Market. The choice of these particular countries is not meant to imply

that there are no similar experiences elsewhere in Europe. Rather it is

contended that together they provide a clear and accurate summary of the

European experience, and enables the British situation to be placed in

its European context.

3.3.2 Spain - The Mondragon Group of Co—~operatives

Since its inception in 1956, the Mondragon group of linked co-operative

enterprises has grown from nothing to the point where it now employs

about 19,000 people.
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The first reference in Spanish was made in 1967 as quoted by Thomas and
Logan (1982). However, 1t was not until 1973 that Oakeshott introduced
the Mondragon experiment to the English-speaking public - reported by
Bradley and Gelb (1983). Further information was provided by Campbell,
et al, (1977). Oakeshott, op cit, Eaton (1978) and Johnson & Whyte

(1977). The most extensive treatment so far is that of Thomas & Logan

(1982).

The story of how "Mondragqon" came about is well known and it is not

intended to describe it in intimate detail. 1Instead a brief summary

follows, providing the necessary background to later text.

Mondragen and its surrounding area were well known before the
comparatively recent developments in co-operative organisation. 1Iron and
coal had been mined there since antiquity and by the Middle Ages, the
town itself was already a centre for iron and steel making (see Garcia
1970). The cosy picture of the Basque peasant who attained riches
through forming a series of workers' co-operatives in totally

misleading., The people from the Mondragon area have a long tradition of

metal-working of an extremely high quality.

This metal working tradition continued throughout the the 19th century

and in the early 20th century the Union Carrajera was formed. This, the

most important employer in the town at that time, made locks to begin
with but for the last 60 or more years has produced steel and other metal

products. The Union Carrajera will be mentioned again below.



During the Civil War, the Basques had supported the Spanish government
against General Franco. Defeat of the government resulted in devastation

of the Basque provinces. Many Basques fled the country, others became
prisoners. One of these prisoners was a student priest, Jose Maria
Arizmendi, who had worked on Eguna, an anti-Franco trade union paper.
Following the war he returned to his studies at the theological college
in Vitoria. Apart from theology he studied economics, sociology and
Catholic social doctrine which differed from the laissez-faire capitalism
of Adam Smith and the state collectivism of Karl Marx . Arizmendi
desired to £find a way to reconcile social justice with individual freedom

and ownership of property. With the German occupation he was, however,

prevented from finishing his studies in Belgium but instead his bishop

sent him to the parish of Mondragon.

It should be noted that apart from its commitment to a separate Basque
identity, the Catholic church is fundamental in any account of the
background to the Mondragon enterprises because of its alignment with the

church's programme social teaching associated particularly with Pope Leo
XxIII. Important factors are first the intensity of nationalist feeling

and pride; and second the elements in Basque social and cultural

rraditions which support the values of strong self-reliance and mutual

small group solidarity.

"Social anthropologists stress the mutual aid and labour exchange which
traditionally goes on between Basque mountain small holders. They stress

the traditional habits of high personal saving. And they point to those

small age-group social and drinking clubs (the Chiquitoes) which seem to
foster high trust relationships between members, as well as being highly

convivial®. Stephen (1982), p 124.
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It seems reasonable to assume that all these factors are important in
explaining the subsequent success of the Mondragon enterprises. Another

important factor was the absence of independent trade unions which were

banned by Franco. It is likely that an active trade union movement would
probably have attracted and absorbed the energies of the majority of the
most industrious Basques. This would have diverted their attention from

small business formation and development. Lack of an active trade union
movement allied to a dissatisfaction with capitalist structures allowed

the people of Mondragon to establish enterprises of an alternative kind.
Because there was no welfare state their resolve can only have been
strengthened based on a belief in the importance and good sense of these

efforts. Discussed in detail by Stephen, op cit.

When Arizmendi (full name Arizmendiarretta) was sent by his bishop to

Mondragon, he was given a specific mission: to concern himself with the

needs of the younger generation. Arizmendi interpreted this to mean that

first he should promote technical education and second, he should

encourage the propagation of progressive Catholic teaching. He tried to
persuadé the Union Carrajera to expand its small apprentice school

without success. Arizmendi then mobilised community support and

established a new one instead which opened with an initial enrolment of

20 students in October 1944.

This technical school is the ancestor of the subsequent Mondragon

enterprises, both directly and indirectly. Five of its students were

encouraged, by Arizmendi, to study part-time for engineering degrees at
Aragoza University. These graduates attempted to introduce worker
participation within the Union Carrajera without success. They left and

formed their own company ULGOR in 1956, producing paraffin heaters and



cookers. During the next four years there was a search for a suitable
enterprise statute within the framework of co-operative law. Other

co-operatives were developing at this time and establishing close ties

with Ulgor. However, they faced three major problems:

a Lack of adequate capital and managerial expertise.
b Exclusion from the Spanish Social Security system,
C A limited technological base.

Bradley and Gelb, op cit, p 13.

The first two problems were solved by the formation of a co-operative

bank, the Cajd Laboral Popular in 1959. For Arizmendi discovered that
a banking-type operation could be set up as a credit co-operative under

Spanish law. He also discovered that, if registered as a 'workers'

credit co-operative, such a bank could pay an extra 1 per cent over the

going legal maximum on its intereslrates.

.ater discussion on this thesis will show that the most pressing problem
faced by workers' co-operatives is in finding capital, particularly at
start-up. Since co-operatives rarely have collateral, the commercial

banks are not eager to provide the short, medium or long-term credits

which are necessary for the development and smooth operation of any small
business. In addition, legal restrictions often make it impossible for

co-operatives to obtain credit; for example, access to a stock exchange

is seldom possible. AlsoO co-operatives tend to be wary about applying

for extensive credit, fearing that their independence might be put 1in

jeopardy.
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Therefore formations of the Caja Laboral [opular (the Caja) overcame the
problem of finance for the co-operatives at key points in their life

cycles. By 1980 the Caja had 300,000 deposit accounts and as a result

formation of workers' co-operatives were formed in increasing numbers.

Bradley and Gelb, op cit, (1983).

The Caja's mobilisation of financial resources also meets a major

theoretical problem. The cornerstone of Vanek's (1975) theory on the

economics of labour-managed economies states that labour managed
enterprises are dependent on self-financing through generating their own
financial resources, major inefficiencies will be unavoidable in the
development of a labour-managed sector of the economy. One of Vanek's,

op cit, postulates for the design of such an economy is the existence of

a "perfectly competitive loanable-funds market®. (Vanek, op cit, pp 33 -

36).

In addition to making capital available for first degree co-operatives at
the various stages in their development, the Caja initially took

responsibility for social security needs. This function was taken over

by Lagun Aro - like the Caja, a second degree co-operative - in 1970.

Bradley and Gelb, (1983), op cit.

To these three roles, overall direction, banking services and provision

of a broad based social security system, a fourth was added in 1960 -
management consultancy and promotion. This involved advising existing
co-operatives on the whole range of management problems and helping to

launch new enterprises.
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The Cajd believes that financial support, however, critical, is not

enough to ensure the health and continuity of the expanding co-operative

sector. Technical assistance, promotional and organisational advice must
be always available. It is good business sense to seek the optimum use

of input resources and to ensure that the Caja's objectives of creating

new jobs, are not over looked. "Further, since risks cannot be spread

(the Caja having only a small number of active clients) members have to

be carefully watched, their informal guarantee to operate on a profitable

basis is the only security against which loans are made®". de Cajella

(undated).

In 1970, responsibility for social security was taken over by Lagun Aro,
another second degree co-operative., It, along with Centro Assistencial,
an associate, second degree co-operative, provides a full range of

welfare benefits, from child allowances to old age pensions covering all

the workers and their families - in excess of 45,000 people., It also

provides health care and monitors industrial safety conditions, but has
had limited success in providing major medical services because of the
problem of retaining doctors willing to work with the main pay

differential of the Group. By 1980 Lagun Aro was studying the

possibility of introducing unemployment insurance.

Bradley and Gelb (1983), op cit; Oakeshott (1981), op cit; Campbell

(1980).

Development of the technological base requires research and development,
and *raining. Actividad Laboral Escolar Cooperativa (Alecoop), a
co-operative factory cum training school was founded for this purpose 1in

1966. By 1980 it had 1,200 students who worked part-time in Alecoop,
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thelr earnings paying for tuition. 1In addition to providing the required

numbers Alecoop also equipped them with appropriate technical skills.

A common research and development co-operative, Ikerlan, was established

b foh R
in 1977 at a cost of around 12 millioqﬁto achieve scale economics in

manufacturing operations. Its mandate was to upgrade the technical
capability of the co-~operatives in the light of increasing foreign
competition, particularly from Japan, for many of its product lines. One
of Ikerlans achievement has been to design its own industrial Robot,

Gizamot.

Ikerlan's concentration in robotics has and will continue to raise
questions about Jjob satisfaction in manufacturing processes. The group's
managers are inclined towards the view that scope for humanising the

repetitive tasks of manufacture is rather limited. They are seriously

looking to the replacement by robots of human labour - an engineering

approach to Job Design (see Fig 2.1). This topic will be discussed

further in various parts of this thesis.

Ikerlan is the most recent of the group’s supporting organisations. The
oldest is the Escuela Professional Politechnica (EPP) which developed out

of Fa, Arozmendi's original technical school for apprentices formed in

1943. 1Its courses range from craft apprenticeships programmes to

engineering degrees.

Alecoop was alongside the EPP although since the early 1970's it has been

run an a separate entity.



All these supporting organisations, the CLP, Legan Aro, Ikerlan and the
EPP are second degree co-operatives. Fig 34 outlines the Mondragon

Group. CThomas and Logan, (1982) plBO]

FIG 3.4 MONDRAGON GROUP: AN OVERVIEW
(S.::-uﬂ.(.Ei : LoGa~n, ( 9572 P:E»a)

m Consumers | Housing

Supporting Structure

Caja Laboral Popular R&D League for Education and Culture

and and

Branch Offices Social Security Education Cooperatives
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3.3.3 The United Kingdom (UK) - Roots of the Movement

It is generally accepted that workers' co-operatives, in their modern
form, developed in the UK. Derrick (1981); cChaplin and Cowe, op cit.
Although the name of Robert Owen and possibly others are inextricably
linked to the co-operative movement, there is a strong case for giving

most of the credit for the early, and subsequent, development of

co-operatives in the UK to the working men who formed the Rochdale
co-operatives in the UK to the working men who formed the Rochdale
co-operatives (that they influenced the Mondragon Group to any great

degree in its early days is perhaps open to question an this will be

discussed later.

Nevertheless the Rochdale Pioneers have been honoured far beyond the
shores of Britain, particularly since they set up both a consumers'

co-operative and, in their textile factory, a workers' co-operative.

The Rochdale Pioneers opened their store in 1844 and a textile mill a few

years later. It should be noted that in their mutual vision, consumer
co-operation was secondary, and essentially a means by which co-operative

manufacturing could be financed. Oakeshott (1978) op cit.

Unfortunately, the pioneers made a vital mistake when they allowed
outsiders to buy shares. This led to degeneration into a joint stock

company suggesting that commitment is rarely achieved when the initiative

comes from outside the main working group. Welfare commitment is a vital

ingredient in a co-operative venture, Although the Rochdale Pioneers
insisted that no shareholder, however many shares he owned, should be
entitled to more than one vote. They did not exclude non-workers from

the body of shareholders and did not insist that all workers own shares.

Oakeshott (1978) op cit.
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From the early beginnings in Rochdale, the consumer co-operative movement
eXxpanded steadily for over a century. It is outside the remit of this

thesis to deal in detail with consumer co-operatives but because the

consumer aspects were so closely linked with early workers' c<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>