Mondragon

A Report From The Cooperatives in The Basque Region of Spain.  

by Mike Miller  

Introduction

"Every perspective on economic life that is human, moral and Christian must be shaped by three questions:  What does the economy do for people?  What does it do to people? and, How do people participate in it?" 


Economic Justice for All; 1986 Letter, U.S. Catholic Bishops.

These questions from the U.S. Bishops summarize the view of economic life advanced by the Cincinnati-based Intercommunity Justice & Peace Center, sponsor of a trip I took to Spain's worker-owned cooperatives in March, 1994.   The Center's excellent relations with Mondragon leadership provided our group of thirteen access to the Mondragon system, as well as visits with local political, labor and cultural figures.  


Contributions to OTC made this study-tour possible.  Deepest thanks go to Warren Breed; Carole Bernstein Ferry; Colin Greer and the New World Foundation, and Robert Linthicum and the Office of Urban Advance of World Vision International.  Thanks to tour participants Sandra Harding and Susan Woerner, and to Sam Salkin for their comments on and corrections to a draft of this Report, and to Marilyn Stranske whose editorial comments helped clarify many a point.  Needless to say, final responsibility for style and content is my own.


Mondragon is deluged with requests for visits.  We were privileged to be among those to whom Mondragon staff, and others in the Mondragon area, gave their time.  Thanks to Jose Maria Larranaga, Jose Antonio Goitia and Begonia Larranaga, of MCC, Fr. Jose Maria Mendizabal, Mondragon parish priest, Patxi Ituarte, a lay Catholic leader and former GE manager in the area, Koldo Axzkoitia Zubizarreta, of the town government, Salvador Pena and Grancisco Gil of the UGT (Socialist General Workers Union), and Maite Saez, Emilio Inda and Luis Miguel Saenz of ELA (the Basque region nationalist union).  Also thanks to George Cheney, Associate Professor at the University of Colorado at Boulder, who was in Mondragon working on his own research project and who shared his insights with us. 


In the first part of the Report I present the extraordinary Mondragon story.  In the second part I raise issues, questions and observations.  I hope the reader will discover some of how Mondragon works, appreciate its impressive accomplishments and learn what I think are some of its major problems.  In this latter section, I also introduce the perspective of community organizing to the work of the cooperatives.   


The Mondragon cooperative system was inspired by the Basque priest, Fr. Jose Maria Arizmendiarrieta (1915 - 1967), whose ideas and spiritual presence still strongly influence the Mondragon cooperatives.  Quotations from his writing appear throughout this Report in italicized type. Another source on which I heavily rely is The Mondragon Cooperative Experience, a semi-official book chronicling the Mondragon experience written by Jose Maria Ormaechea, one of the five founders of the co-ops.   Wherever there are quotations without an identified source they are from this excellent book. 

Some Basics of the Mondragon Cooperative Corporation (MCC)


(The Mondragon) experience corresponds to a new spirit of confidence in man and his capabilities.  In this case it revives the sense of freedom, dignity and justice, undeniably woven into the traditional and democratic institutions of our land...


Twenty to twenty-five thousand worker-owners comprise the MCC, working in enterprises variously numbered at between 100 and 150 (the numbers vary according to the source--there is a good deal of flux in MCC at the present time because of a major restructuring and some co-ops voting out of the system).  Employing three percent of the three-province (Vizcaya, Guipuzcoano and Alava) Basque Region's workforce, the Mondragon group began in 1956, during the rule of dictator Generalisimo Francisco Franco.  Mondragon cooperative enterprises range from the very large Fagor group which makes stoves, refrigerator and electrical appliances to the quite small--less than 50 members.  They survived twelve years of recession (1974 - 1985) with no layoffs and virtually no business failures.  Their pre-recession history was similarly one of no layoffs and few business failures.  The number usually cited is three.  Compare this with business failures in typical capitalist enterprises where the rate is between eighty and ninety percent!  The Mondragon system includes a bank, research and development arms, a chain of supermarkets, its own social welfare system, schools, occupational training and an education center for members.  The system includes coops in manufacturing, service and finance.  Total Mondragon sales are in the billions, as are total assets of their bank.  Today, the MCC is the number one business group in the Basque region and is fifteenth in the ranking of top companies in Spain.

  
Mondragon is now reorganizing to deal with the new international economic order dominated by the development of the European Union.  Ironically, some of its success can be attributed to the Franco legacy.  The dictator pursued a policy of "autarky" (a self-enclosed and totally independent national economy) which included a great deal of protective legislation for Spanish enterprises.  In 1991, the Mondragon Cooperative Corporation was formed.  It represents a centralization and functional (rather than geographic) coordination of what was a de-centralized system organized along geographic lines.  This development is in the context of the increasing importance of supra-national institutions--Western banks, multi-national corporations, the World Bank and the International Monetary Fund.  These external forces are rapidly altering Mondragon and, some would argue, the responses to them are moving the cooperative system away from its original values--a question to be examined in greater depth in what follows.


Mondragon is a striking demonstration of the capacity of workers to become owners, invest their own money to begin enterprises, save for investment purposes, organize specialized institutes for technological innovation, elect their own boards of directors and develop a system of effective businesses whose principal value is the creation of decent jobs, not the maximization of profit.  Mondragon enterprises effectively compete in the Spanish and European markets.  It is no accident that visitors come from around the world to learn first hand about Mondragon, nor that academic and, increasingly, popular journals analyze, discuss and debate the Mondragon experience.  Whatever happens to the Mondragon cooperatives in the future, their very existence is both inspirational in a world lacking alternative models of organizational development, and is a challenge to many assumptions about what rank-and-file workers can and cannot do.  

The Basque Region and People


One of our characteristics has been our practical sense, knowing how to act within the scope of our possibilities...without abandoning our ideals.  We have known how to take hold of and not to waste opportunities for the common good.  Processes of association are not viable without moderation, with consent from all sides normally meaning that everyone has to give way a little from their respective positions.


The Basque people are a "nation," or people, within Spain.  Their origins are in the early Stone Age, some 100,000 years ago.  Scholars suggest that as long ago as 7,000 BC the language in the area was already one similar to Euskera, the contemporary language of the Basque people.  Throughout the various conquests of Spain, the Basque region and its people maintained some degree of autonomy--alternating between negotiation and armed conflict with conquering outsiders--but always preserving their identity.  The Basque economy began to develop in the Middle Ages as a result of the mining of iron ore, fishing and sea trade.  The town of Mondragon-Arrasate was founded in 1260.  The Middle Ages also saw bitter strife between Basque factions, with Mondragon being burned to the ground in 1448 during faction wars.  By the mid-1800s, the Industrial Revolution had taken firm hold in the Basque Country, ending its feudal period of family rivalries, guilds and traditional life.  An entrepreneurial bourgeoisie and an industrial working class developed, and a growing sense of nationhood emerged.  Nationalism and socialism, respective champions of the claim for regional autonomy or nationhood and the demands of the working class, emerged by the late nineteenth-early twentieth century as the dominant ideologies.  Of particular importance also in this region was a strong anarchist tendency.  Despite its generally bad reputation, anarchism actually emphasizes voluntary cooperative activity.  The Basque region was pro-democracy throughout the twentieth century, and won recognition for its demands for autonomy during the brief "Republican" (democratic) period of 1931-1936.  With the restoration of democracy after the Franco era, three of the Basque Provinces became the Basque Autonomous Community which, we were told, is the most autonomous non-independent-state in the entire world.  The Community has its own taxing, policing and other powers, and Spanish and Euskera are the two official languages. 


The Basque people are independent and egalitarian.  They are aware of their long history and culture and proud of the anti-Franco position most of them had in the Spanish Civil War (1936-1939).  Unlike elsewhere in Spain, the Basque Catholic Church sided with the Republican government against Franco in the Civil War, further strengthening the national identity of the Basque people.  In power, Franco sought to suppress the Basque identity forbidding the use of its language and other symbols of Basque peoplehood.  It is in this context of identity as a people, strengthened by religion, language and clear historic lineage, that the Mondragon co-ops emerged.  Co-ops often flounder in the absence of some compelling common bond beyond the formation of a cooperative.  The common bond in this case was extraordinarily strong, including religion, nationality, historic isolation, common struggle and the unique sociability of the Basque people.  


At the time the cooperatives were formed the Mondragon area was filled with forms of sociability and solidarity.  In the town of Mondragon, dinner clubs brought groups of men together to talk, cook and socialize.  Many Mondragon observers note the hospitable environment that Basque culture provided for the cooperative idea.  Further, the area was relatively isolated, creating an ideal condition for the incubation of new social forms of organization--so long as they were not overtly against the regime.  Even within the Franco government, some people favored cooperatives.  Thus pre-Franco supportive legislation was not repealed by Franco's fascist government.  Cooperatives were tolerated so long as they did not extend internal democratic practices into demands for democratizing of the society as a whole.  This created a space for the developments that were to begin in Mondragon.


There are 2.1 million people in the Basque Autonomous Community, with more than one million in the port city of Bilbao.  The town of Mondragon, about an hour from Bilbao, has a population of 25,000.  Unlike typical American suburbs or rural towns, Mondragon has high density housing and the feeling of a little city.   It is in a small valley surrounded by hills and mountains and part of the larger Deba Garaia Valley.  


Jose Maria Larranaga, the first of our two major Mondragon hosts, told us the story of the origin of, "Mondragon."  The town's name is itself the subject of legend:  A dragon lived in the mountain behind the town.  Each year, the dragon demanded two young virgins from the village to keep it safe from his wrath.  This sacrifice went on for many years.  But there came a time when the town's people decided to end the sacrifice.  A plan was made to trick the dragon.  Two scare-crow young women were offered to the dragon and he took them to his lair.  As he was with them, he was attacked, stabbed with the point of a long sword produced in the village's emerging iron works and killed by village men.  The legend has a factual basis.  The old feudal lord did rape village women the night before they were to be married.  He was finally killed by villagers as they began to assert their independence from feudal rule. 

Religious Roots

Just like trees, communities only grow big and strong when they take root deeply; the concealed roots of communities are wisely made investments.

The Basque Country was deeply Catholic at the time of Mondragon's beginnings, and Catholic economic justice teachings were central to its founding.   Although suppressed by the Franco regime in 1936, a Catholic rural movement which began in 1884 had created 120 agricultural co-ops in the Basque Region.  "Catholic Action," a lay activist and justice-oriented movement in the church, already had a strong presence in the area.  Mondragon's initiator, Fr. Jose Maria Arizmendiarrieta, was deeply influenced by this tradition and its principles.


These fundamental Catholic economic justice principles shaped the beginning of the Mondragon cooperatives.  They include:  the dignity of work and the worker; the right of workers to form independent trade unions; the importance of participation on the part of the worker in the workplace and the priority of labor over capital.  Capital should be a servant to labor rather than the worker being an extension of capital and simply another "commodity" in the production process.  Other central principles include:  reliance on the free market rather than a state "command-controlled" economy, with the state playing a regulatory role; solidarity with other workers and all people as a central value of social life--to be contrasted with the rugged individualism we know in America; and subsidiarity--the idea that important decisions ought to be made at the most local level possible. 


Contemporary Catholic attention to these issues began slightly over one hundred years ago with the Papal Encyclical Rerum Novarum whose principal target was socialism.  Socialism, in Marxist and non-Marxist forms, was capturing the European working class as it was victimized by the brutalities of nineteenth century capitalism.  However, Rerum Novarum also was critical of capitalism, and was explicit on the right of workers to form unions.  The social and economic justice teachings of the Catholic Church were foundational to the various Christian Democratic political parties and unions organized as an alternative to the socialist, and later communist, parties and unions in Europe.  By the time of the founding of Mondragon, a substantial body of Encyclical teaching had elaborated Catholic thought on the economy and its relationship to workers.


In the 1930s, some Catholics in Europe were actively on the side of working class struggles.  During the Franco period, the Catholic Church in the Basque Region was the protective umbrella under which opposition activity could organize, and the Basque churches continued to teach Euskera (the Basque language)--despite prohibitions from Franco's government.  With the end of World War II, the period of ferment that preceded the great reforms of Vatican II was underway.  This ferment was especially strong in the Basque Region where progressive Catholic social thought fit well with the spirit of the Basque people.  
Beginnings:  Fr. Jose Maria Arizmendiarrieta


It is a great error that girls do not generally have access to Vocational Education and, of course, do not also participate in all processes of reconversion and in-service training, giving them entry to professions which today are denied them... 


Nestled on a Mondragon Valley hillside is Otalora, the cooperatives' education center.  Here Jose Maria Larranaga started our introduction to the Mondragon cooperatives.  The roots of the Mondragon cooperatives were in a polytechnical school started in 1943 by Fr. Arizmendiarrieta, affectionately known as Don Jose or by his abbreviated last name, "Arizmendi."  Arizmendi, an anti-Franco priest who was imprisoned and tortured during the Franco era, barely escaped the Civil War with his life.  A student of both Catholic social and economic justice teaching and of the experience of cooperatives, he arrived in Mondragon in 1941, and began laying the seeds for what was to become the "Mondragon experience."

When Arizmendi arrived as the parish priest in Mondragon, he systematically conducted personal visits with people in the town.  While he was not considered a charismatic leader--he was not a magnetic figure in public, he deeply engaged people in individual visits and meetings and in small groups.  Out of these visits and meetings the idea of the polytechnical school emerged. The school fit his general view of human development.  Arizmendi's central idea was that people had to act in their own behalf, and that they had to do that in solidarity with one another.  His major principles of action and social development were:  work as the vehicle for self-liberation and realization; the fruits of labor should be for all equally but individually--they should not be for the self-aggrandizement of a few; education in both a technical and humanistic sense; and solidarity of each individual with all other human beings--even those who don't believe in solidarity.  We met Mondragon's current parish priest who was a student of Arizmendi's when he was a young man. 
Fr. Jose Maria Mendizabal told us Arizmendi thought, "solidarity is to be in continuous respect for the other, to put oneself in the place of the other."  The last major principle was democracy--the right of people to participate in making the decisions that affect their lives.  Don Jose Maria, himself ordained in 1959 said, "Arizmendi had lots of agreement with Marx," but disagreed on the question of the class struggle and the necessity to postpone the creation of new models until state power is acquired.  Arizmendi wanted to build the new within the old.  This required of workers that they change themselves and their self-concept."  This they had to do through practice.  The cooperative, for Arizmendi, was the beginning of the creation of a new man, who created himself in the collaborative experience of a democratic workplace.  Post-Franco critics charge that Arizmendi failed to support anti-Franco activity and that the co-operatives detracted from the struggle against Franco and, later, from the class struggle.

Don Jose Maria said Arizmendi "was a synthetic thinker, weaving together personalism, Marx, the social encyclicals of the Catholic Church, Jacques Maritain and anarchism."  He wanted his students to think, and "ignited a lot of thought."  He wanted to develop a "critical consciousness" among people.  "But," the priest continued, "Don Jose was an activist.  He wanted more than talk.  His influence is expressed in the current description of people in Mondragon:  'When they say, "I'll do it," they do it!'" 

Arizmendi raised money in the town of Mondragon to open the first polytechnical school, and it was from among its graduates that the founding group of Mondragon came.  The school itself challenged the status quo because it broke with the assumption that "the son of an engineer shall be an engineer, and the son of a worker shall be a worker."  Its purpose, was to "socialize knowledge in order to democratize power."  For Arizmendi, the school and this concept were at the center of everything.  In 1952, Arizmendi expanded the school, purchasing a building that could hold 1,000 students even though there were only 150 at the time.  Some in Mondragon thought Arizmendi to be mad; it was clear quite early that they had a visionary in their presence.  Less than ten years later, the building's capacity was being stretched!  The school also broke ground in encouraging women students to enter vocational training.

The Mondragon founding five, who became four after some internal disagreements, started the first cooperative in 1956 with Arizmendi as an advisor.  Arizmendi never became a formal member of any of the co-ops, serving only as the parish priest of Mondragon.  A few years later, Arizmendi urged the founders to form a cooperative bank or credit union, but they refused.  "First you make us engineers, then founders and managers of a cooperative and now you want us to be bankers--enough is enough!" one of them is supposed to have said to him.  But Arizmendi was a careful student of the experience of cooperative movements elsewhere and was persuaded that without sources of capital the cooperatives would be limited in their ability to grow.  On his own, he filed the papers for the bank, falsely claiming that a meeting had agreed to incorporate the organization.  Then, so the story goes, after filing the original papers he got the group to sign the papers--according to some not even telling them what they were signing!  Another version has it that he got signatures before the filing--but failed to tell the signers the nature of the document to which they were affixing their names. Deeply committed to democracy, when a critical moment in the evolution of the co-ops came he acted unilaterally, and as the story (or myth) now goes, even lying to those who most trusted him.  The inconsistency was consistent with the deeper principle.  Trusted leaders earn these occasional exceptions when they are moral, lucky and successful.  In the telling of the story, there was nothing but affection and admiration.  

Arizmendi was the organizer.  Never assuming any formal position within the co-ops, he was their inspiration and agitator, always challenging people to stretch and supporting them when they did.  As the master of the "one-on-one," he used his individual meetings with key people to support, challenge, think through and inspire.  It is unfortunate that, as far as I know, none of his rather extensive writing has yet been translated into English.   

History and development of the Mondragon cooperatives

Hand in hand, of one mind, renewed, united in work, through work, in our small land we shall create a more human environment for everyone and we shall improve this land.  We shall include villages and towns in our new equality...Nobody shall be slave or master of anyone, everyone shall simply work for the benefit of everyone else, and we shall have to behave differently in the way we work.  This shall be our human and progressive union - a union which can be created by the people.  

ULGOR and the initial cooperatives.

In 1956, five of Arizmendi's graduates, with their own money and that of many friends and supporters in the town of Mondragon, bought an already existing small oil stove manufacturing company which also had a license to produce "domestic appliances."  Purchasing an existing company provided a business license.  Under existing Spanish law, the founders then began the process of converting the private corporation into a cooperative.  The conversion took three years as they studied alternatives and applied cooperative principles to the concrete situation of running a business.  The co-op, named ULGOR--the first letter of the last name of each of the founders, soon had 16 full time owner members.  One hundred and ten "associate members" were local, limited equity/nonvoting, investors.  This category of membership was later dropped.  With a base in the bonds of trust that existed in the tight knit town of Mondragon, and the relationships that had been developed around Arizmendi, the Mondragon cooperatives were initiated during a period of desperate poverty in the Basque Country. 

Ormaechea notes four important commitments shared by the founders:  a desire to improve the life of the Basque people, and to root the cooperative in Basque life; to develop a competent professionally run business; to retain a strong identification with the rank-and-file worker and the trade union movement, and; to break the status quo, "following a firm and strong ethically conceived path in the organization of work and the distribution of company profits."  

Within three years of beginning ULGOR, several other cooperatives were formed, including the first consumer cooperative.  With its formation came another Mondragon innovation.  The Board of Directors of the consumer cooperative had two kinds of representatives--those directly elected by the consumer members, and those directly elected by the worker-owners.  Unlike consumer cooperatives in which workers are simply employees, enjoying no difference in status employees in a private supermarket, the Mondragon group decided that the democratic involvement of workers would be integral to all their enterprises.

Caja Laboral Popular:  the Workers Popular Bank

With several manufacturing co-ops up and running, and a consumer cooperative formed, Arizmendi failed to persuade the Mondragon group to start a bank and started it anyway.  Though perhaps embellished over time, the story of his unilateral action is widely understood in Mondragon to be one of the most important initiatives securing the success of the group. Incidentally, the credit cooperative's 1959 formation came at a crucial time because it was in that year that members of industrial cooperatives were excluded from the Spanish Social Security System.  Worker-owner direct contributions to a health and welfare plan had to substitute for social security.  But there was no institution to develop such a self-insurance scheme.  It was this vacuum that the bank, named Caja Laboral Popular, filled.  Because it fulfilled certain legal requirements, the bank became the vehicle for the development of what was to become Lagun-Aro--the social welfare system for the co-ops.  And, because it fulfilled this function, the savings necessary to develop the social security system were deposited in the new worker-owned bank.  Finally, because of the success of the Mondragon enterprises and the relatively young age of its worker-owners, these deposits were relatively free to finance existing and new cooperative ventures.  Begun unilaterally, its timing coincidental to changes in Spanish law, the credit institution emerged as the key to Mondragon's subsequent success.   

Caja Laboral Popular opened its first office in Mondragon with deposits from a few wealthier parishioners in the town; this, in turn, persuaded peasants and others to deposit there as well.  Only later did the Mondragon cooperatives deposit their money with Caja Laboral.  When they made the shift, however, they made it seriously.  All the cooperatives deposited their funds in the bank, and top managerial personnel were shifted from manufacturing companies to positions of responsibility in the bank.  Caja Laboral now has 200 branches throughout the Basque Region, and in the rest of Spain.  With the bank, the Mondragon system solved one of the major problems of worker-initiated cooperatives all over the world.  It made possible the accumulation of capital.  It should be noted that it was at this time that the Franco-inspired autarky (a self-enclosed and totally independent national economy) was beginning to crack.  Spain's government was taking steps to become part of Western Europe's economy.

Because it was rooted in the overarching ideology and principles that guided the whole cooperative movement in the region, the bank was never tempted to engage in speculative investment or practices.  Its purpose was to strengthen the capacity of the Mondragon Group to create good jobs.  The benefits of the bank became abundantly clear when the oil crisis of 1973, growing inflation and almost 25% unemployment hit the Basque Region.  The bank became the instrument to absorb the debts of in-trouble cooperatives.  At the same time, their worker-owners voted to cut pay to 80%, and in some cases even 70%, of previous levels.  The bank supervised and coordinated the adaptation of the Mondragon Group cooperatives to this desperate situation.  Despite the high unemployment rate, Mondragon cooperators continued to work.  Indeed, the bank invested in the creation of new jobs at a time when the rest of the economy was stagnant.  The Basque Region's economic difficulties returned in the '80s.  From 1980 to 1987, over 150,000 jobs were lost in the region.  Yet the Mondragon Group's members grew from 18,733 jobs in 1980 to 20,409 in 1987.  When other banks were losing money, the CLP was profitable even though it was absorbing losses of its associated cooperatives!

The successful assistance provided by the bank in the time of crisis led its member cooperatives to give it authority to intervene in coops that were experiencing economic difficulty.  Banking operations also expanded in new directions.  In the 1980s, the bank also invested in housing cooperatives and in Basque education cooperatives.  Midway through the decade there were 46 of the latter with a total of 46,000 students.  With its strong capital base, the bank became a center for the formation of new cooperatives--providing start up loans for groups wanting to begin new enterprises.  The bank initiated a division to engage in feasibility studies of potential new business ventures.  And, with new cooperatives, an officer is assigned to assist the new effort and insure its success.  From the base of the bank, over a hundred new cooperatives were started.  Only three of the Mondragon Group cooperatives have failed!

Ikerlan and IDEKO

Another Mondragon innovation was the development of applied research centers.  The impetus for the principal one, Ikerlan, came from:  the vocational school, which established the embryonic research and development unit to study new technology; the bank, which was committed to the creation of infrastructures to consolidate the cooperative movement; and from a group of the cooperatives prepared to take on responsibility for financing such a venture.  It was formed to transfer state-of-the-art technology to its associated coops.  Again, as in all its other institutions, Ikerlan is staffed by worker-owners.  Unlike the rest of the system, however, a significant number of staff are hired on a "project" basis, and are limited to a 1 - 2 year tenure.   

Ikerlan offers an opportunity to see another aspect of how a total system functions.  Students from the polytechnical school have half-time positions in a work-study program.  These students are a source of future coop members.  The mobility pattern begins in working class families in Mondragon, and leads to membership in a strong cooperative system.  

IDEKO is a research and development arm of a number of machine tool co-ops who recognized there were economies of scale in pooling their work in this area.  When more centralized structures were needed, the Mondragon cooperators were able to create them.   

Together, these "R & D" (research and development) units offer the possibility for Mondragon to find niches in the high tech world.  These units are another important aspect of the Mondragon experience.  Unlike many, if not most, cooperatives, they have the capacity for technological innovation.  Handicraft and other labor intensive/low technology cooperatives rapidly reach a maximum in the revenues and surpluses they are able to generate.  Thus members are limited in the incomes they can ultimately earn and, probably, in the markets they can reach.  Mondragon decided early on to compete in the highest levels of technology.  Today Ikerlan is one of the premier research and development centers in Europe.

Lagun-Aro:  the social security system

As earlier noted, when Spanish law eliminated cooperatives from the nation's social security system, the cooperatives responded by creating their own self-insurance system--under the auspices of their bank and then as an independent center.  Lagun-Aro also expresses the consistency of Mondragon ideology.  Its core document says, "The structure of the Social Welfare Service is based on maximum responsibility and personal autonomy in support of the human and Christian solidarity of each of the working communities." 

The system provides for:  

(1) Life annuity benefits when members reach retirement age, for permanent disability after the age of 45 and for widows and orphans. 

(2) Compensable benefits, including sick leave (70% coverage) and sickness expenses (80-95% coverage), marriage allowance, death benefit, birth benefit and family allowance.  To finance extended illness, a solidarity fund is created from a portion of each individual contribution to the fund.

(3) Employment aid which includes, but is far more comprehensive and consistent with the principle of solidarity, than American "unemployment."  If a Mondragon enterprise cannot maintain its employment level, there is an effort to relocate people within the system.  Travel, subsistence and wage scale differences are covered under employment aid, as are training and re-training, early retirement and indemnity (under age 58).  Some members aren't enthusiastic about this internal transferring.  In a country in which guaranteed life-time employment was, until recently, the norm, there is resentment at being moved from one's own enterprise.  

These benefits are paid for by individual contributions, the amount of which is set by vote of the member-owners themselves.  Solidarity and individual responsibility principles are built into the system.  Thus, individuals pay a portion of the costs resulting from their sickness, but the system as a whole covers extensive loss of work--even if the amount exceeds funds in the individual's account.  Individual enterprises receive a rebate from Lagun-Aro if their benefit expenses are less than actuarial tables' predictions.  All members have available to them the same options in benefit coverage.  If payouts exceed funds, members typically vote to increase their contributions to the plan. 

With few exceptions, all members of the Mondragon system have been able to remain working through severe downturns in the Region's economy.  This is a tribute both to the effectiveness of the system in generating work and to its use of relocation to avoid  lay-offs. 

After eight years of initial experimentation, the present Lagun-Aro system came into being during a ten-hour General Assembly in which members clarified philosophy and procedures and proposed minor modifications to a leadership presented plan.  In this context, freedom is not the absence of external restraint or the "invisible hand" of the market place but the right to democratically participate in the creation of one's own future.

Eroski:  The Consumer Cooperative

The region had a history of consumer cooperatives that preceded Arizmendi's work.  In 1969, nine of the consumer coops in different towns in the Basque Country got together and merged into what later became the largest consumer outlet in the Basque Region--and joined the Mondragon group.  Now, when children say they want to go to the store, they will say, "let's go to the 'eroski'," making the company name the generic term for "store".  We met with Begonia Larranaga, Director of the consumer education division of Eroski, who gave us a tour of their huge automated warehouse--the most automated in Spain, she told us.

Eroski has been growing every year, with consumer and worker members equally represented in its General Assembly and on its Governing Council.  There are two parallel organizations--the actual cooperative and a consumer association whose purpose is to promote consumer rights.  The association does product analysis, publishes a magazine and books on consumer issues, has a training department with programs for adults and children and presents weekly workshops in the Eroski markets.  

We were given an example of how Eroski acts.  Consumer members are on a tasting committee which samples products offered by distributors to Eroski.  The research department does quality testing.  The results of these two sources lead to a selection of the best product.  Eroski then uses its clout to negotiate an agreement with the producer of the best product to package an Eroski house brand which is then sold at a lower price than the "brand name."  When quality research indicated that another Mondragon group (Fagor) product wasn't as good as an international private sector competitor, Eroski carried the private sector competitor and put pressure on Fagor to improve the quality of its product so they could carry it.  I was deeply impressed by the presence of that kind of internal accountability.  

Now the most dynamic part of the Mondragon Cooperative Corporation and growing rapidly, Eroski provides 8,000 jobs--1,200 of them added in 1993 alone.  Eroski owns 211 stores and has 350 franchises.  By 1996 the cooperative wants to double sales and employ 15,000 members.  "We need to grow to meet the new competition of the international chains who will now come into Spain as a result of the new agreements of the European Union (EU)," we were told by Begonia Larranaga in an echo of the theme played by every official we met in the cooperative system.  The problem is major:  the sales of the top ten supermarkets in Spain total only 75 percent of the sales of the number one supermarket in France.  This French market  is already making moves to come into Spain.  In order to grow to meet the competitive threat, some Mondragon past policies are being changed in the Eroski expansion process.   For example, to gain the capital needed for this rate of expansion, Eroski has invited outside investors to join with it in forming a new corporation in which Eroski holds 51 percent of the shares.  These new investors include the national association of the blind (which runs Spain's lottery and has much capital at its disposal), Lagun-Aro, two nonprofit banks and a government bank.  Future stores will not be required to be co-ops, though they could become co-ops.  At the local store level, managers will be investors because, Eroski believes,  it will provide an incentive for efficiency.  These are changes being implemented by the newly formed Mondragon Cooperative Corporation, and are the subject of great controversy as Mondragon tries at once to retain its founding principles and, simultaneously, adapt to the new global market in order to survive.

The Educational System

Maintaining the tradition set by Arizmendi's first institution-building effort, the polytechnical school, Mondragon continues to emphasize training and education.  An elaborate system of schools and training institutions exists, each cooperative in structure.  In some, depending on age-levels, students and teachers are co-equals and in others it is parents and teachers.  With this educational system, Mondragon is able to offer mobility for the children of workers, enabling them to become technicians, professionals and managers as a result of their education and training. Thus, Mondragon has little need to recruit outside talent.  People are either directly recruited from Mondragon's education and training centers or are promoted from within as presently employed workers learn new skills in their own schools.

In the new democratic Spain, the Basque government is now a partner with Mondragon in some of these schools, providing scholarship and other aid.   

Basic Structures


The sense of present history teaches us that to survive and develop, apart from rationalizing production and being competitive in the market place, all companies have to strengthen their workforce.  Even more so, if the enterprise was founded with a cooperative spirit, that is as an instrument of the popular classes in our country for their collective development...for being human, free, aware and "de-alienated".


Two kinds of co-ops exist from the point of view of governance.  In primary co-ops members, who meet annually in a General Assembly, elect a Governing Council, the equivalent of a board of directors, which, in turn hires top management staff.  

Secondary co-ops are those whose constituency, in governance matters, extends beyond the worker-owners.  For example, a research and development cooperative established by various manufacturing cooperatives has representatives from the latter on its Governing Council. However, worker-owners are always substantially represented in the Governing Council and are all members of the General Assembly of their respective enterprises.  Examples of secondary co-ops are the Caja Laboral Popular in which the cooperative enterprises themselves (credit members) are units of representation, each selecting delegates; the educational cooperatives in which either students or parents are represented along with teachers (educational service members); the consumer cooperatives in which consumer members are represented along with workers; and other examples which include Ikerlan and Lagun-Aro.  The secondary cooperative form ingeniously integrates in a unified structure the various central stake-holders, from a cooperative point of view, in the enterprise.    

General Assembly

Each cooperative has a General Assembly, the sovereign body for that cooperative.  We were told attendance at General Assemblies averages 70 percent.  Those absent from a General Assembly may give a proxy to another member.  However, no member can carry more than one proxy.  Members who miss General Assemblies for the first time are "advised," lose their vote upon a second absence and are fined the third time.  Prior to General Assemblies, there are briefing meetings whose purpose is to provide information on all matters to be discussed and voted upon at the General Assembly.  Ten percent of the members of a co-op can petition for a special General Assembly meeting.  I will address below the problem of sovereignty as it relates to the day-to-day management of cooperatives. 

Governing Councils and Management Councils

The Governing Council typically meets monthly.  The Management Council, made up of top full-time managers, meets weekly or more frequently.  Governing Councils are elected by annual General Assembly meetings to serve four year terms, which are staggered (for continuity) so there are overlapping members.  The Council hires the top management team, which is viewed by Mondragon as a collectively responsible group.  

Social Councils.


It is recognized in Mondragon that managers are not the appropriate custodians of the interests of shop-floor workers, and that full participation on the part of all members requires more than formal participation in annual General Assemblies.  The Social Councils are the vehicles of two-way communication from the bottom up and the top down.  Thus the Councils represent workers to management on grievances and other matters of complaint and they assist management in obtaining the cooperation of members in increasing productivity.  They are also a vehicle for the general transmission of information upward and downward.  

Every enterprise has a Social Council.  For each 50 or so members, a representative is elected to serve a four-year term.  If nominated a first time and elected, the member must serve.  However, there is no obligation to accept re-nomination.  "People are elected," we were told by a representative of the Mondragon educational center, "because they are known to be honest and concerned."  Often a term on the Social Council leads to election on the Governing Council. 

The Social Council is supposed to meet at least monthly.  Management must report to these Social Councils on development of the cooperative at least on a quarterly basis.  Among their duties, Councils decide when to honor strikes in the public or private sector.  And, in the recent general strike in Spain, the Mondragon cooperatives generally were closed as well. 

Membership.

There are three ways to become a member of the Mondragon group--an individual can apply for work/membership in an existing job, an existing enterprise can apply to become a member cooperative or a group of workers can apply to become a new cooperative.  In every case, each individual new member pays $10,000 (US) "up front" for membership.  If the individual cannot afford this amount, the co-op bank will finance the membership.  The bank is paid back over a 30-month period through payroll deductions.  This represents extraordinary monthly payments--yet people do it.  This "buy in" obviously guarantees a significant degree of commitment at the outset.  Five or six people apply for every open position.

"There is no ideological screening for membership," we were told by Jose Antonio Goitia. "The experience of the co-op membership will form the consciousness of the individual who joins; we do not worry about what people think when they join."  For new members, there is an educational program in cooperativism and the history of the Mondragon cooperatives.

When non-member existing cooperatives or newly formed co-ops are admitted, an officer of one of the divisions of the bank is assigned to work with the group to help ensure its success.  These "godfathers," as they are affectionately called, are advisors.  However, because the enterprise is likely to be financed by the bank, the bank officers have a good deal to say if the co-op veers from a recommended path.  This system of intervention has had remarkable results--only three business failures in the entire history of the system.  The bank extends itself to save cooperatives, and has done a remarkable job at it.  

Caucuses, strikes and unions


Caucuses and unions have no official role in Mondragon, though both have a presence within its structures. Since some members of the co-ops are also affiliated members of either the socialist or nationalist Basque labor union, they may be a natural informal grouping within a particular coop.  "KT" was described to us as a "radical" caucus within Mondragon--and it is excluded from the official publications of the co-ops.   "There are," Goitia said, "radicals and reformers within Mondragon."

A woman some of our group accidentally met in the town of Mondragon told them that women have a caucus.  However, we were unable to determine its strength or any of its specific issues.  She had been a co-op member, she said, quit and was now working in a local small store.  

In 1974, Mondragon experienced its first and only strike.  It was in the context of a general loosening up in Spain.  Franco was ill (and died in 1975).  The technocrats surrounding him adopted policies that began to open Spain to international trade.  Basque nationalism was growing, and the separatist ETA was engaging in assassinations of regime personnel--ranging from the top to the local hated Guardia Civil (police).  The immediate causes of the strike were job re-evaluations which lowered the pay scale of some jobs, and issues having to do with representation and pay of women.  ULGOR and a FAGOR plant--Fagor Electrotechnica, both industrial co-ops, were the targets.  Over 400 cooperators were involved, with women providing a high proportion of the leadership.  Goitia told us, and his sad manner suggested that the incident still pains him, that, "a warning letter was sent to the leaders saying return to work or be fired.  They refused to return to work, and the General Council expelled them."  Over a three-year period, the strikers petitioned General Assemblies to be reinstated; only in the third year did they obtain the necessary 60+percent vote needed for reinstatement.   

To Goitia, himself pro-union and a member of one of the Basque Region unions, the case was clear:  "They didn't follow the procedure"--they didn't present their case to management, then to the General Council, then to a General Assembly.  Why didn't they?  What level of distrust and anger had developed to lead these workers to strike?  Had issues of gender and hierarchy become so polarized that the workers thought only a strike would shake the system enough to get a response?  Goitia acknowledged, and said others did as well, that the strike was responsible for strengthening the role of the Social Councils.  Later I will deal with the adequacy of the Social Councils as voices of rank-and-file concerns. 

Generally speaking, we saw little that led us to believe management at Mondragon is not enlightened--that is caring about rank-and-file workers.  But enlightenment isn't necessarily the same as sharing power.  Illustrative of management's humane dimensions is the following story told by Goitia.  An accountant in one of the co-ops responsible for collecting delinquent accounts was a gambler.  He got away with juggling payments until he became six million pesetas (about $50,000) behind.  He confessed, and his manager fired him.  Reviewing the case, the Management Council decided to send the accountant to a psychiatrist who determined he was addicted to gambling.  They overruled the manager and returned the man to his position but lowered his pay scale for five years as a way to pay back what he had stolen.  The Council didn't want to set a precedent of firing people without seeking to find and treat causes of misconduct. 

The Cooperative Congress, the General Council and the Mondragon Cooperative Corporation


The cooperative worker does not have to be a deserter from the glorious world of the workers, who today are not fortunate enough to work in the same conditions of economic and social emancipation.  He cannot look or act like a member of the "nouveau rich," or of the labor aristocracy.  It would be a poor concept for the world to have a cooperativism which served for nothing more than creating other minorities with a higher level of well-being.  That is to say, minorities to be simply added to those we already have in the bourgeois world.  So responsibility should lead us to feel solidarity with other workers.  For us responsibility and solidarity are inseparable.


Sound economic, as well as ideological, reasons for cooperatives working with one another became apparent in Mondragon's earliest days.  Informal, then formal, groupings soon developed.  With the development of the bank, these relationships became more formalized, with the bank as their center.  Beginning in 1987, the Mondragon Cooperative Congress, a delegated body of representatives from all the member cooperatives, assumed leadership for the entire system.  The Congress elects a General Council which implements basic policies and oversees relations with the member groups.  While it cannot impose policies on the cooperatives, the General Council's voice is strong.  The Congress is the body that adopted the basic ten principles which are the heart of Mondragon's experiment.   

Initially, the groupings within the Congress were geographic in nature.  Geographic groupings are giving way to three sectoral groups (production, financial and service/distribution) as Mondragon reorganizes.  There is a greater degree of concentration of decision-making in the new corporate structure.  

Basic Articles of the Mondragon Cooperatives


The central beliefs of Mondragon are expressed in the ten Basic Principles which were adopted by the first Mondragon Cooperative Group Congress held on October 2 and 3, 1987. 

1. Open Admission.

"The Mondragon Cooperative Experience declares itself open to all men and women who accept these Basic Principles and prove themselves professionally capable of carrying out the jobs available.  Therefore, to join the Experience, there shall be no discrimination on religious, political, and ethical grounds, nor due to gender.  The only requirement shall be respect for its internal constitution.  Open admission is the main guiding principle in the activities and relations between people in cooperative development."

Open admission is directly tied to the Mondragon commitment to create new work rather than make money for those who started the system.  They dramatically achieved this goal thanks to the restrained distribution of profits which, instead, were mainly assigned to non-distributable reserves with "the clear aim of promoting incessant activity and facilitating open admission for new members."


The open admission policy extends to institutions as well.  Co-ops that fulfill certain minimum but important requirements may join the Caja Laboral Popular and become constituent members of it.

2.  Democratic Organization.

Democracy, once adopted in a noble fashion, automatically leads to discipline and responsibility, to the consolidation of solidarity, in short, to authentic social progress.


"(Mondragon) proclaims the basic equality of its worker-members with respect to their rights to be, to possess and to know, which implies the acceptance of a democratic organization of the company, specified in:  (a) The primacy of the General Assembly, made up of all members, and which operates on the principle of 'one member, one vote.'  (b) The democratic organization of the governing bodies, specifically the Governing Council, which is responsible to the General Assembly in respect to its management.  (c) The collaboration with the management bodies designated to manage the company by delegation of the entire community.  These bodies shall have sufficient authority to carry out their functions efficiently for the common good."

While Mondragon is insistent on the division between policy and implementation, and wants managers to be free to implement without "micro management" from either the General Assembly or Governing Council, they also favor a "model of democracy which permits and favors a process of self-management on the part of the workers...who have an authentic role to play in...basic management."  

Members have a right "...to know, through systematic, truthful and sufficient information, within the reach of every member, the most detailed development of the principal social and economic factors of the cooperative."  This, as far as we could determine, includes detailed financial and other statements.


In his assessment of the experience, Ormaechea says, "...what is totally beyond doubt is that the cooperative system has such a high level of democracy that any fickleness in the management...(has) in that democracy an irreplaceable mechanism for correction."

3.  The Sovereignty of Labor.


Man transforms and makes nature fertile through his work, and work is the greatest asset a community possesses...Work is. primarily, a service to the community and a form of personal development... (T)o live with dignity one must embrace work.


"Mondragon considers that Labor is the principal factor for transforming nature, society and human beings themselves and, therefore:  (a) Renounces the systematic contracting of salaried workers.  (b) Gives Labor total primacy in the organization of cooperatives.  (c) Considers Labor to be worthy, in essence, in the distribution of the wealth created.  (d) Manifests its will to extend the options for work to all members of society."

The renunciation of contract workers goes back to Mondragon's beginnings.  During the 1980s, Spain's period of high unemployment, Spanish law offered incentives to hire contract and temporary workers.  Mondragon changed its historic policy to participate in this program, and has never fully returned to the basic principle.  Present practice is to hire contract workers for limited periods of time, with the understanding that they will become members as opportunities arise.  Temporary workers are also hired, again with the idea that they can become permanent and eligible for membership.  Ormaechea is not happy with this "disregard (of) principles solemnly approved" and says of the situation, "...a principle is being disregarded under the protection of an anomalous situation in which the permissiveness of the Government, the duplicity of individualism, a social climate which vindicates short term solutions, together with the managers' fear in the face of the threat of a drop in demand...all cast their shadows over a principle which was basic to Mondragon...one of the symbols which most ennobled its social conduct."  The danger is of a two-tier system--something now widespread in U.S. enterprises, and common in union contracts.

4.  The Instrumental and Subordinate Character of Capital.


Cooperativism without the structural capacity to attract and assimilate capital at the level of the requirements of industrial productivity is but a temporary solution, and invalid formula.


"...Capital is an instrument, subordinate to Labor, necessary for business development and worthy, therefore, of:  (a) Remuneration which is (1) just, in relation to the efforts implied in accumulated capital, (2) adequate to enable necessary resources to be provided, (3) limited in its amount by means of corresponding controls, and (4) not directly linked to profits made.  (b) Availability subordinate to the continuity and development of the cooperative, without preventing the correct application of the principle of open admission."

The founders felt money would follow good ideas.  They trusted people and enthusiasm to put the ideas into practice.  Their belief was confirmed with the involvement of the "associate members" who invested, with an understanding of limited equity, but were not full-time worker-members.  For the first twenty years, average dividends paid on capital were around 13 percent, rising to more than 20 percent when inflation warranted it.  Dividends were composed of these elements:  "basic income," "risk premium," "payment for work," and inflation corrective.  With changes in Spanish law governing cooperatives, as well as changes in the economy limiting Mondragon earnings, new policies were adopted in 1987 regarding the interest rate to be paid on capital:  (a) maximum base gross interest rate of 7.5 percent annually; (b) "inflation correcting" interest with a maximum of 70 percent, and; (c) a maximum limit set between both rates in accordance with Spanish law.  

Stated baldly, people do not earn a lot on their capital by investing it in Mondragon.  The cooperatives use it to create work--that is, to implement their principle of the priority of labor--by developing reserves for expansion and technological innovation.  Thus, they conclude, people will only invest when they must.  It should be noted that new member "buy-ins" now constitute only about 10 percent of the capital to acquire the fixed assets necessary for the average job.  Upon leaving the system, there is also no major appreciation in capital.  You receive retirement (or disability, etc.) payments and a limited return on your equity--most of which remains as "socialized capital" within the cooperatives.

5.  Participatory Management.


Cooperation brings men together in a collective task, but it gives each one responsibility.  It is the development of the individual, not against the rest, but with the rest.


"The democratic character of the Cooperative is not limited to membership aspects, but also implies the progressive development of self-management and consequently of the participation of members in the sphere of business management which, in turn, requires:  (a) The development of suitable mechanisms and channels for participation.  (b) Freedom of information concerning the development of the basic management variables of the Cooperative.  (c) The practice of methods of consultation and negotiation with worker-members and their social representatives in economic, organizational and labor decisions which concern or affect them.  (d) The systematic application of social and professional training plans for members.  (e) The establishment of internal promotion as the basic means of covering posts with greater professional responsibility."

Mondragon recognizes the problem of the separation that naturally develops between leaders and members.  In the very nature of worker cooperatives, the problem is mitigated by the daily interactions among members, the possibilities for on-going discussion and debate on the job, at coffee breaks and in the communities, the continuous opportunity for members to evaluate the relationship between annually adopted policy and managerial practice.  Further, even the largest of the manufacturing groups, Fagor, has only 7,000+ members, and they are concentrated in relatively large enterprise units, all within close proximity of one another.  Eroski, especially with its plans for expansion, presents more problems--worker-owners will be increasingly scattered and if the co-op operates from, say, early in the morning to late at night, seven days a week, it will be difficult for members to interact because of their varied work schedules. 

To make the relationship between the General Assembly and the Governing Council/management more than a formality (as important as the formality might be), there is a practice in most of the cooperatives of developing an "Annual Management Plan."  These plans are developed within the framework of the General Assembly's adopted policies and strategies, including longer term "strategic plans."  The Annual Plan, however, is specific enough to allow members to observe the relationship between daily management and the forecasts which management establishes in options it presents to the members.  

Another way in which participatory management is to be made real is through the implementation of "new ways of organizing work."  There is now a substantial body of theory and practice in this field.  And, it is very controversial.  In the U.S., firms adopt these practices, encourage workers to give their ideas, and then lay-off the very same workers after "new ways of organizing work" are implemented.  These practices also tend to give workers an identity with their individual plant or workplace but minimize their identity with other workers in the same company or workers as a whole.  For these and other reasons, many U.S. unions remain skeptical of or antagonistic to any of these approaches.  Mondragon, presumably, with worker-ownership and its principles of solidarity resolves this conflict and offers an extraordinary setting for the implementation of the most far-reaching forms of participatory management.  It has the necessary supportive educational and training institutions as part of its system.  It spends at least three percent of total payroll on internal training and education.  And, from the point of view of institutional survival consistent with core values, people must be developed internally, enabling them to be promoted to the highest levels of responsibility commensurate with their abilities.  

Addressing this principle, Goitia indicated that implementation varies from plant to plant, enterprise to enterprise, and is largely a function of the interest of local managers and Governing Councils.  We were interested in why people in higher levels of leadership do not push for greater use of these approaches.  There seemed to be no specific reason, other than the daily press of things and the assumed difficulty in adopting whole new approaches to workplace organization.  Our group included two members with substantial knowledge of "socio-technical systems" and "search conferences," two of the most developed and fundamental forms of work restructuring now practiced.  Both approaches emphasize the importance of organizing work so that decisions are made at the work site by teams and that those who actually do the work interact directly with customers and suppliers.  In this approach, managers are understood to serve workers by making resources (information, training, technology, materials) available to them and to serve as team coaches.  Only in rare circumstances do they give orders or impose discipline.  Work is restructured so that teams do complete jobs, in contrast to assembly line approaches in which individuals do highly segmentalized pieces of work with little overview of the product or service they are providing.  Quality control is built into the work process, not tacked on at the end of the process by separate work units.  The assumption is that self-managing groups will carry out functions now generally reserved for supervisors and managers.  Due to the knowledge and skills of members of our group, we were able to engage in fairly sophisticated evaluation of how well Mondragon implements participatory management.  I will address this in the later discussion of issues.

6.  Payment solidarity.


A constant in cooperativism, both theoretical and practical, is solidarity.  Solidarity is not just a theoretical proclamation, but something that should be put into practice and made manifest, willingly accepting the limitations of team work and of association, since this is the way to enable people to help each other.

"Sufficient remuneration, based on solidarity principles, is a basic principle expressed in the following terms:  (a) Sufficient in accordance with the possibilities of the Cooperative.  (b) Solidarity in the following specific spheres:  (1) Internal, materialized in the existence of a differential in payment for work.  (2) External, materialized in the criteria that average internal payment levels are equivalent to those of salaried workers in the area, unless the wage policy in this area is obviously insufficient."

A central principle in the founding of Mondragon was the concept of payment solidarity.  For twenty years, the ratio of top to bottom payment was 3:1.  When the cooperatives mushroomed, making the demands on managers very high both in terms of responsibility and hours worked, the ratio changed to 4.5:1.  At the same time, the base pay of everyone had increased faster than inflation making it possible for all members, even at the lowest level, to enjoy a modest but decent standard of living.  After more than 30 years of experience, the real purchasing power of members had multiplied by two and one-half times.  And, members are working less--an average 64 percent of the time worked when Mondragon began.  Thus a one-third reduction in hours has accompanied a substantial improvement in purchasing power.  However, it should be noted that the improvements were part of a general trend of the period.  Regarding external solidarity, the founders did not want to create an enclave of privilege in the then-impoverished Basque region.  Both ideas are consistent with their general principle of solidarity--a principle firmly honored by all the Mondragon people with whom we met.  
           In early 1988, the first Cooperative Congress approved an increase of the ratio to 6:1.  However, the increase is less than it appears because in 1979 individuals started paying their own income taxes (rather than Mondragon doing it).  Due to a progressive income tax, higher earners have a greater tax liability.  The real ratio of income available for consumption is now 4.3:1.  

Ormaechea's reflection and comments on this question are particularly instructive, and I quote him at length:
           "The concept of payment, in spite of its long history in the complex and sour trajectory of labor relations, is always a tense subject which is practically impossible to resolve through an efficient mechanism capable of automatically defining increases in wages.  Only a systematic delving into the ethical concepts which surround cooperative principles, and the individual renunciation of self-enrichment, are spiritual and not material hurdles, capable of keeping the members of the cooperatives within the limits of payment solidarity, in relation to the development of their own cooperative, and in line with the average outside the Group...Only intelligent participation in the destiny of their company limits the little room for maneuver that there is between labor costs close to 25% of the value of sales and the menacing field of competitiveness.  
           "It can never be demonstrated whether payment levels have been established objectively.  More income creates more needs and as society gradually enters new spheres of culture, social well-being, has access to more possibilities and options in life, needs increase in an unlimited way.  But a basis has to be found to establish levels of payment and in our experience the following two references are used:  
           "The first is based on the possibilities allowed by the economic performance of the cooperative.  With splendid results, taking advantage of the peaks in economic cycles, some cooperatives are unable to resist earmarking part of the surplus generated in the form of advance payments (wages), over and above the average for the Group.  
           "On the other hand, those companies obliged to reduce costs to try to get into profitability tend to reduce the wage bill.  To try to bring these two extremes closer together, the 2nd Congress held in 1989 passed a resolution on Intercooperative Solidarity in the Application of the Basic Concepts of the Labor System which defined that the extremes would be kept between 90% and 110% of average wages calculated annually by Lagun-Aro to establish benefits and contributions.  (Thus) guidelines are established which, in terms of gross annual payments, the companies can neither exceed nor fall short of.
           "The second reference is based on the average salaries in the area, "unless these are clearly insufficient."
         "With both references, every year the cooperative's possibilities for increasing the wages of all members in the same proportion are studied...There is also a degree of upgrading each year, either due to the automatic application of a seniority bonus, or to professional promotion carried out "in accordance with the abilities of each member and their professional capabilities." 

The question of internal wage solidarity remains hot in Mondragon, and was among the things most discussed within our group and in our encounters with Mondragon staff.

7.  Intercooperation


It is a risk to make each cooperative a closed world.  We must consider intercooperative solidarity the only resource to be used to forestall other problems of growth and maturity; we must consider a growing development adapted to circumstance.

"The principle of Intercooperation is a specific application of solidarity and a requirement for business efficiency.  It takes place:  (a).  Between individual cooperatives, through the creation of 'Groupings' tending toward the establishment of a homogeneous socio-labor system, including the pooling of profits, controlled transfer of worker-members and the search for potential synergies derived from their combined size. (b).  Between 'Groupings," by means of the democratic constitution and management, for the common good, of support entities and bodies.  (c).  Between the Mondragon cooperatives and other Basque cooperative organizations, in order to promote the Basque Cooperative Movement.  (d).  With other cooperative movements in Spain, Europe and the rest of the world, making agreements and setting up joint bodies aimed at stimulating development."

Internal inter-cooperation has many facets:  pooling of capital to engage in research; coordinating employment needs with the educational and training institutions; transferring members from a co-op not needing their labor to one that can use it; transferring capital to lend money to a co-op needing it; taking advantage of various economies of scale.  Other examples could be noted.  Indeed, Mondragon is almost an ecological system whose various parts support  the others,  together creating an organic whole.

"Whenever we speak of intercooperation, we do so with two parties in mind," says Ormaechea.  "The main party, the best situated in terms of potential, is that which should act for the benefit of the other."  And,  "Intercooperation can only occur when one of the protagonists is capable of giving up some of his rights and privileges in favor of the rest.  
Intercooperation is never possible when everyone comes together to practice it by trying to obtain immediate and short term results."  Then:  "It can be said that capitalism is not magnanimous when it comes to distributing wealth but it cannot be denied that it has the pragmatism necessary to perpetuate itself by reducing risks and gaining ascendancy."  

The first "main party" was ULGOR, the first cooperative, which provided assistance in the creation of other co-ops.  Eskola Politeknika, the vocational school, was the source of trained personnel.  Caja Laboral Popular then became a hub for intercooperation with its financial, planning, technical and other resources.  And so the story goes.  The participants had to be willing to be smaller fish in a big pond rather than big fish in a small pond.  They constantly had to stretch their own limits, facing new challenges and terrain.  If much of this sharing was based on faith and ethical considerations, it soon proved to be an example of enlightened self-interest.    

As Mondragon evolved, functional and geographic groupings emerged, leading to the creation of the Congress of the Mondragon Cooperative Group in 1984.  Now Mondragon is organized as the Mondragon Cooperative Corporation, with sectors in finance, service and manufacturing.  There are multiple reasons for coordination, cooperation, and even centralization, but there can be problems as well.  Caja Laboral was the hub around which intercooperation occurred--and the results are now evident.  But, almost as an aside, Ormaechea notes of that role, it "perhaps exceeded its functions"--assuming roles beyond what the bank, especially given its initial purpose and structure, should have assumed.  With the 1984 creation of the Congress, a democratic forum consisting of 350 members was set up to carry out the tasks of intercooperation.  Its executive body was the General Council, made up of all the General Managers of the cooperative groups, "as an intercooperative executive, coordinating and arbitration body."  This solved the formal problem of representation coinciding with intercooperative functions, but it did not fully address the problem of "perhaps exceeding functions."  This centralization was another issue of concern to our group, as well as to some of the people with whom we met who were not members of Mondragon.  Indeed, it also concerned some of the Mondragon spokespeople as well.

8.  Social Transformation.


(Regarding) the economic and social process which shapes a new social order, cooperators should converge together on this final aim with all those who hunger and thirst for justice in the labor world.

The only thing capitalist companies can offer you is more money.


"Mondragon desires social transformation based on solidarity with...other peoples, through its activities in the Basque Country in a process of expansion which will contribute to economic and social reconstruction and to the creation of a Basque society which is more free, just and based on solidarity, by means of:  (a).  Reinvestment of the greater part of the Net Profits obtained, earmarking a significant proportion to funds of a community nature to enable the creation of new jobs in the cooperative system.  (b).  Support for community development initiatives, through the application of the Social Welfare Fund.  (c).  A Social Security policy coherent with the cooperative system, based on solidarity and responsibility.  (d).  Cooperation with other Basque institutions of an economic and social nature, especially those promoted by the Basque working class.  (e).  Collaboration of the recovery of Basque as the national language and, in general, of elements characteristic of Basque culture."

As part of their commitment to social transformation, 10 percent of profits goes to the Education and Welfare Funds which are used for financing activities outside the cooperatives, mainly for educational and cultural purposes.  "But it is the 50% of profits earmarked for compulsory funds and non-distributable reserves which has uninterruptedly served to spread cooperativism over the length and breadth of the Basque Country."  

As part of this principle, the Cooperatives "maintain a neighborly policy with other Basque worker movements, namely the unions.  The truth is that the origins of Mondragon cooperativism lay in the unceasing search for solutions to remedy the eternal subordination of labor to capital and the permanent tension which abounds when it comes to distributing the wealth generated..."  The founders of ULGOR had, in their previous employment in a private company, participated in what was then an illegal strike.  While unions are "an irreplaceable weapon for salaried workers," they are not needed in the cooperative where the worker is the owner and is sovereign in the General Assembly--another point for further discussion below.
9.  Universality.


An honorable man should be ashamed of being, and living like, a rich man in a world of 2,000 million undernourished people.


We should be concerned with those who form the legion of labor and who hope to progress and transform profoundly their structures.  

"Mondragon proclaims its solidarity with all those working for economic democracy in the sphere of the 'Social Economy,' championing the objectives of Peace, Justice and Development, which are essential features of International Cooperativism."

Mondragon is now a member of various regional, European and international bodies devoted to cooperativism.  This is not because of original intent, which was limited to creating a democratic enterprise rooted in the Basque Country.  The Mondragon experience grew beyond the expectations of anyone with, perhaps, the exception of its inspirational leader, Fr. Arizmendiarrieta and came to be known far beyond the Basque borders envisaged by its founders.  The claim to universality is in the values of democracy, justice, fair distribution of wealth and solidarity.

Our visiting group was one of many hosted by Mondragon, another example of their commitment to share with others what they insistently refer to as their "experience" (a rather refreshing alternative to "models"), though they also describe a Mondragon "organizational model."  Evidently the demand for visits exceeds the supply of time available to appropriate staff to meet with visiting groups.  Our group planners sought to schedule their 1995 tour while we were still in Mondragon, but were told there are now new procedures.  They are required to officially apply, providing a rationale as to why Mondragon staff should spend time with their group. 

10.  Education.


It has been said that cooperativism is an economic movement which utilizes educational activities, but this definition could be changed to state that it is an educational movement which utilizes economic activities.


(E)ducation is the natural and indispensable nexus of support for the promotion of a new social, human and just order...the company is the main social-economic cell and in it we have to establish the fundamental relationship between labor and capital so that people, that is to say human capital, are not just the most important driving force behind the economy but its aim as well...


"...to promote the implantation of these Principles it is essential that sufficient human and economic resources be provided for Education in its various aspects:  (a).  Cooperative, for all members and especially those elected to office in the social bodies.  (b).  Professional, especially for members appointed to management bodies.  (c).  In general the education of youth to encourage the development of new cooperators, capable of consolidating and developing the Experience in the future."

The people of Mondragon see themselves as counter-cultural.  As Ormaechea puts it, "...it is not cooperative culture that prevails in society...Cooperativism has to struggle in a somewhat obstinate fashion if it wants to survive because the precepts emanating from its principles are not in common use.  The democratic control of companies, the limited interest paid on capital with no political power, and the distribution of profits on the basis of the service provided, and not of the capital risked, are key principles which run counter to...(societies) where profit is the central motive." 

Leaders of Mondragon initially thought the inspirational example and teachings of Don Jose would provide sufficient education in cooperative values and principles.  With that assumption, their focus was on practical training--both on the job and in auxiliary vocational institutions.  "But this wasn't sufficient.  As materialist values began to play a larger role in human convictions, the Group foresaw a weakening of its ideological support if it were only to be based on pragmatic values."  The fear was that coopertivism would simply become instrumental, not an end in itself.  Thus in 1984, with support from the bank, the Otalora Training Center was created.  It is a lovely place sitting on a hill overlooking Mondragon.  It was there, in its beautiful setting and well appointed rooms, that our sessions with Mondragon staff took place.  Education and the spread of cooperativism are its main activities.  

Ormaechea notes "...cooperative education is a subject which has not been developed with the same eagerness as other functions of a more practical nature, imposed by the specific nature and natural dynamism of the more pressing aspirations of companies.  The Group was built on an ideological cooperative fabric, but it may be that this is now somewhat worn, not because its precepts have been violated, but because although the key factors remain unchanged...they must be adapted so that in their application they maintain their original brilliance.  We are now," he concludes this discussion, "treading a new stage with new actors, competitors in the market economy, to whom we must measure up to make our mark, without tarnishing or abandoning the essence of our Principles."

The Future

Today, after several years and having achieved an appreciable level of development, and at the same time with new forces, both internal and external, on which to count, it is more than just a new urge to reconsider the need for a restructuring to meet new horizons and the awareness of possibilities which may have seemed utopian to us some years ago.  Let us not confuse restructuring with oversight or the abandonment of human and social values which are untouchable insofar as the Cooperative Experience was conceived as an element of human and community progress which nobody would be prepared to abandon.  But...for us...new times mean new options for effective humanism.  The natural rights and aspirations of man guide our Experience.  The response to and compliance with these are our goals.  Our cooperativism is based on the solidarity of humane men and is ideal for combining and synchronizing personal and community advancement, coherently establishing short and long term actions (to serve) freedom and social justice.


The central challenge facing Mondragon is two-fold.  First, how to compete in the new global economy.  Second, how to remain true to the values and principles that formed it.  The first challenge has to do with economics, institutions and power; the second with culture and values.  They are closely intertwined.  The challenge is so fundamental that Ormaechea says of it, "practically nothing remotely like what turns out to be necessary now was considered then (when they started)."  The leadership of Mondragon sees the answer to this challenge in the development of the Mondragon inter-cooperative group which can, on the one hand, centralize decision-making and resources for effective responses to a rapidly changing environment and, on the other, maintain in the fullest sense the democratic practices, values and traditions that led to Mondragon's formation in the first place.  This new structure is the Mondragon Cooperative Corporation, the direct heir to the Congress which only had its first meeting in 1987!  

The theoretical formulation of how these twin challenges are to be met is easily stated, compared to its difficulty to achieve.  There is, on the one hand, some shifting of sovereignty from individual General Assemblies and Councils to the overall Cooperative Corporation and Congress, and some shifting of managerial prerogatives from individual firms to the coordinated body.  Extensive interdependencies have been created, many of which have been noted.  Within the structures there must be an ability to develop overall strategic plans and to efficiently implement and revise them as the situations require.  Simultaneously, basic autonomy should be retained in individual enterprises and, except for decisions of central importance, decision making should be pushed as far down the hierarchy as possible into basic workplace units.  These units should have a broad mandate--that is, they not only work together as teams, but they increasingly develop a capacity to think and make decisions together.

The Mondragon system is developing its own "industrial policy," a monumental task that requires, and luckily has, support and cooperation from the Basque Autonomous Community's government.  This working relationship is further enhanced by the autonomy of the Basque government which has more authority than any other non-state in the world--the autonomy is real even if within the framework of the Spanish state.  Thus legislative and financial support can come from government to the cooperatives.  

Perhaps the greatest departure from the past is the creation of intermediary bodies, or holding companies, which will buy and/or finance non-cooperative enterprises.  The rationale for this change is the pressure to reach the scale necessary to compete.  Although the cooperatives will retain majority control over the holding companies, the establishment of the category of non-member employees represents a direct contradiction and threat to the founding principles of Mondragon.  It is not an insurmountable challenge.  However, it will require a conceptual and strategic change in how the Mondragon systems views its social councils.  This discussion will be resumed below. 

The transition to the new integrated form has been rocky.  Some cooperatives have left the Mondragon system.  Some General Assemblies have rejected major policy changes--for example, the Fagor Group retains the 4.5:1 pay ratio.  The culture of relatively independent enterprises "doing their own thing" is deeply rooted and is not easily changed.  While executives, from their vantage point at the top of structures, may see what looms on the horizon, those further down the hierarchy have a worm's eye view of history--they see what is happening right in front of them.  Many rank-and-filers in Mondragon do not like what they see, and this has been expressed in General Assembly votes against newly proposed policies from MCC management.  The tradition of discussion, open access to all information and solidarity now stands them in good stead.  There is no rule by fiat here.  The most recent pay ratio change allows top managers to receive up to 70 percent of the pay of their private sector counterparts.  This policy change happened at the same time some enterprises were unable to make pay adjustments equal to inflation and, we were told, some were even cutting back on pay.  The complaint, sensible enough from the worm's eye view, was that people at the top were betraying the principle of solidarity, that selfishness had taken over.  And, making matters even more complex, these changes are coming just at the time when the founders are being replaced by a new generation of executive leaders.  

Ormaechea concludes his book on this hopeful note:  "We continue to place our faith, as convinced as ever, in companies where the emphasis is on people--(the emphasis) which created the Experience, sure of the fact it is the best organizational answer for social coexistence in communities of demanding citizens who aspire to greater levels of well-being, and to share this with the rest."  The question, of course, is whether the new institutional arrangements will be the appropriate vehicles to embody this faith.  Indeed, in the context of current international relations, the larger question is whether any such relatively isolated counter-dominant culture-and-institutions pocket can maintain its commitment to people before money and survive. 

Issues, Questions and Observations  


The main form of basic justice is that which we should practice with each other, considering ourselves to be free men and women.

I came away from the Mondragon visit struck by what they have accomplished, moved by the deep faith and values of the people who were the founders and deeply impressed by their ability to translate faith and values into institutions, policies and practices that significantly embody those values.  And I have some questions and reservations about what they are doing now, and what anyone could do in the current international economy in which capital is so much stronger than labor, with the latter its servant almost every place in the world. 

What follows are my own questions and observations, entered with hesitation because I am neither an expert on Mondragon nor on cooperatives.  In a visit of a little more than one week, even with preparatory reading, I could not conduct widespread interviews, delve into documents or engage in lengthy on-the-scene observation.  On the other hand, my organizer's eye, with thirty five years' experience, is trained to evaluate systems and structures from a democratic perspective.  Further, it is possible to note internal inconsistencies or contradictions without abundant empirical evidence.  Because the Mondragon Basic Principles state so clearly their intent, I have organized this section to follow the principles as they are presented above.  I have focused particularly on those areas which I think present the greatest problems for the future of the Mondragon ideals.

Before looking at more specific principles, there is a general observation I would like to make.  Mondragon's cooperatives grew out of a tight knit community.  Community, by its very nature, is particular, local, in one sense parochial.  That is its beauty--the difference between going to MacDonald's anywhere in the world and it always being the same.  When a community of this type also is infused with universal values alongside its particular values and culture, the oft-commented upon contradiction between parochialism and universality disappears.  The longshoremen of San Francisco, until relatively recently, were characterized by their tight knit community, their pride in their work AND their capacity for action taken in solidarity with struggles for social and economic justice around the world.  Even with the erosion of some aspects of their community, they could still be counted on to boycott coffee from death-squad ridden El Salvador or refuse to unload cargo from apartheid South Africa.  The Huguenots of southern France, a tight-knit, insular community in a relatively hostile surrounding nation, in the small town of Le Chambon, hid thousands of Jews from the Nazis in World War II.  We have enough examples from around the world to know that solidarity with others can co-exist with the particularities of one's own culture.

It was the fabric of the local culture that provided the social space for Mondragon to develop.  Interestingly enough, a common principle in cooperative development is to insist that community--in the sense of a common bond--precede the development of a cooperative economic institution.  That is, there is a recognition that some principle of solidarity must precede the activity of the market if a cooperative institution is to survive with its values intact.  Now Mondragon is threatened in two ways.  Internally, as a fifth-column operating on its home front, the fabric of community within its region is threatened by the consumerism, universalism of TV culture and growing selfish individualism of its young people.  Writ large, this is the culture of "me-first," "watch out for Number One," "greed is good," and other such slogans which enjoyed a period of popularity in the U.S. and whose legacy still pervades American life--though its emptiness and failure to solve social problems is increasingly apparent. 

The major threat to Mondragon is the competition of the global multi-nationals, increasingly free of restraint as protective legislation comes tumbling down.  The external threat is not within Mondragon's control.  But their response to this threat is.  The decision to become the Mondragon Cooperative Corporation (MCC), itself perhaps a strategic necessity (though some would debate that, and I'm not in a position to know) and certainly defended in such terms by Mondragon's leadership, carries with it serious problems for Mondragon's own values.  "We have seen the enemy," as it were, "and he is us."  The specifics of corporate logo, a multi-media puff piece that greeted us upon our arrival, the expansion of the cooperative into regions of Spain where it will be an "outside institution" rather than something emerging organically from within, increasing reliance on mass media marketing methods and all the other accoutrements of the modern multi-national corporation are not without their own consequences.  I believe, and hope, it is possible for Mondragon to eat its cake and have it too.  But for that to happen, there will have to be a strategy of solidarity, of community-building and of counter-market place values that accompanies its growth.  Otherwise, my fear is that the form will persist but the substance will slowly disappear.

Open Admission.  

Ten of our group of thirteen were emancipated women.  Thus, the question of the role of women in Mondragon was vigorously raised.  Official Mondragon spokespeople readily admitted that more work was needed to bring women into positions of equal responsibility within the system.  They observed that part of the problem is among the women themselves.  When women run against men for positions of responsibility, even in co-ops with high percentages of women members, men are frequently elected.  We asked if there is encouragement from Otalora, the educational center, for women to step forward, and were assured there is.  On the face of it, the answers seemed reasonable and responsive.  Problems of comparable worth were also identified.  As in the U.S., jobs historically done by women have been at lower ends of the pay scale.  Again, we were told these problems were being addressed.

Two afternoons before our departure, while shopping in town, three women in our group met a woman who formerly worked in the Mondragon system.  She said she left because of discrimination against women and was now part of an on-going group of Mondragon women seeking to combat the problem.  She claimed there was more to the story than what we had been told by Mondragon leaders.  With the evening unscheduled, our group members extended the woman an invitation to come meet all of us.  She agreed to try and said she would also invite some of the other women.  Unfortunately, none of them were able to meet to give us their version of the women's issue at Mondragon.  

How are we to evaluate this information?  Was dissembling going on when we met with Mondragon officials?  Was the group of women "radical?" (Remember we had been officially told of "radical" caucuses.)  And, if they were, was their radicalism well-founded or crazy?  Were most women at Mondragon satisfied?  If so why?  Are things generally moving in a positive direction or do women in the system need some consciousness raising? Were the women in the caucus willing to operate as a "loyal opposition" within Mondragon, or had they made the women's issue so central that they were willing to operate outside the democratic framework of the cooperatives?  Or, was the democratic framework of Mondragon willing and able to handle issues the women might raise?  Would there be retribution aimed at dissidents?  Was there even a way to get the issue on the agenda?  

Accurate answers to such questions would require a long-time presence in Mondragon, and access to multiple levels of the organization.  My reflections lead me to these partial answers:  (a) Don Jose Maria Arizmendiarrieta, their inspirational figure, was sensitive to this issue and dealt with it in his writings; (b) in the "macho" culture of Spain the rights of women is an especially difficult hurdle to overcome; (c) the officials we met from Mondragon seemed to be responsive to the question; (d) there is always a possibility that official response is not adequate to situations of historic injustice; (e) there are, in fact, few women in Mondragon management; and; (f) the justice of the speed and character of the response can best be defined by the two parties negotiating with one another and reaching mutually acceptable agreements.  For this to happen, the women's caucus needs to organize a majority of the women and the Mondragon management needs to be willing to sit down with them to work things out.  Reform usually comes from below.  The man with four aces doesn't ask for a new deal.

Democratic Organization and Participatory Management.

In discussing the question of whether strong, independent co-ops in the Basque region voted to join Mondragon, Ormaechea says, "The final decision was always conditioned by top management, and the way they formulated the proposal affected the result in (that coop's) General Assembly." (Emphasis added.)  This is the heart of the problem:  the tendency for the perspective of top management to define the discussion.  In the very formulation of questions, management has a distinct advantage.  They possess an overview; they are elected, in part, to present formulations of questions to the members!  To discuss democracy in Mondragon requires some discussion of the nature of democracy itself.

Democracy can mean that members, constituents, "the people" respond to initiatives presented to them by leaders.  And, competing leadership groups are needed so that the people can "throw the rascals out" if they don't like what they've been doing.  Since the people know whether they are hurting or not, they can judge whether to keep incumbents or select competitors.  When Ronald Reagan asked the question, in his first campaign for the Presidency, "are you better off now than you were four years ago?" he was acting on this understanding of democracy.  The voters would know whether or not "the shoe pinches."  This is not the theory of democracy at Mondragon. 

The theory of participatory democracy presupposes that members, 
or citizens, are actively involved in the process of formulating and reviewing alternatives as well as finally deciding among them.  This is the historic and current Mondragon view exemplified by Mondragon's emphasis on the provision of full information to all members, the ideology of democracy and solidarity, efforts to introduce participatory management--indeed based on everything we learned.  It is a much richer notion of democracy, and one that is especially applicable in situations where the possibility of continuing discussion is present due to the proximity and frequency of meetings among the "sovereign people."  This kind of democracy exists as a "layer" below representative bodies--which are necessary in large societies.  The close connection between place of residence and work, the common experience in the workplace and the tradition of solidarity among the Basque people all lend toward the participatory democracy the Mondragon leadership has always sought to build.  Are there flaws in the system?  I suggest at least two areas for further exploration.

The Social Council is one area of weakness.  Official leadership recognized this after the 1974 strike.  Did enough change?  I tend to think not.  Local trade union leaders, sympathetic to, but critical of aspects of, the cooperatives told us the Social Councils sometimes don't meet.  They lack their own full-time staff.  There appears to be no Council presence on the shop floor--the equivalent of job stewards.  The Councils seem to react to management initiatives.  As far as we could determine, there is no structure to link Social Councils to one another--that is, they remain enterprise-focused rather than industry, sector or system-wide.  They do not seem to have any on-going larger social role in Basque or Spanish politics (a role that could remain within the "nonpartisanship" of cooperative philosophy).  Their mixed purpose, communicating both up and down, representing workers to management and management to workers, may be too much to expect from a single organizational unit.  Why couldn't the Social Councils take on a deeper and richer life in Mondragon?  Why couldn't they be vehicles for "horizontal" linkage and communication--increasingly necessary as the management structure becomes more "vertical?"  Why shouldn't they have a staff of internal organizers who work directly with the rank-and-file to help it formulate its own experience and develop proposals emanating from that experience?  

These questions were on my mind before we met with trade unionists from the Basque socialist and nationalist labor federations.  While pro-Mondragon, many of their claims tended to confirm my orientation toward the importance of a "two house" structure, one built around the Social Councils and the other around the General Assemblies or the system-wide Congress.  The latter, especially the Assemblies, would be the sovereign, but the former its effective monitor.  One of the observations raised by the labor representatives was that talented people do not run for Social Council positions because they do not think they are taken seriously.  They claimed the Social Councils are not effective and forceful in the presentation of rank-and-file complaints.  For example, internal transfer is better than being laid-off.  However, the union people said, little attention is paid the difficulties a worker faces in such a transfer (commuting, learning a new trade, leaving historic workmates, and so forth).  Again, our time limitations made it impossible to verify the claims.  But I had theoretical reasons, based on what appeared to me to be the weakness in their design and the resources available to them, for thinking the Social Councils were inadequate.  The trade unionists' observations confirmed my hunches.  What Ormaechea said (above) about the influence of management in other co-ops is likely to be true of his own.  That is in the nature of things.  It has nothing to do with evil or manipulative intent, only with the fact that we tend to see the world from the perspective of our own positions and responsibilities.  The "worm's eye view" needs a greater capacity than it now has.

As earlier noted, our group included people very knowledgeable about participatory management.  At least in the workplaces we directly observed, they felt Mondragon was not implementing the most effective work redesign approaches.  Mondragon personnel indirectly confirmed this when telling us that jobs are designed by technicians or "experts."  Only within this pre-designed set-up are participatory schemes introduced.  This illustrates precisely the difference between "quality circles," on the one hand, and "socio-technical systems," on the other.  In the former, there is tinkering at the edges to get greater worker participation.  In the latter, line workers are directly involved--along with supervisors and managers--in the redesign of the entire work process.  There seems to be every reason for Mondragon to make use of the most sophisticated (and democratic) of work redesign system.  If Mondragon more fully implemented work redesign, the worm's eye view would become broader--all the worms would now be on a hill.  The structural impediments to a common view, always present when there is hierarchy, would be diminished.  Combined with stronger Social Councils, I believe even greater commitment and energy would be released within the already remarkable Mondragon system.  
None of this is easy.  The Work in America Institute, which supports such restructuring, notes that there is not a large company in the U.S. which has been able to institutionalize its own best practices throughout its own whole organization. 

The Sovereignty of Labor.

Contract and temporary workers are now part of Mondragon.  Their presence is growing.  With the advent of the holding company and the ownership of companies that will not themselves be cooperatives--at least at the outset--the problem will increase.  The cooperative will own traditional capitalist enterprises.  Whether this breech in principle is warranted is hotly debated in Mondragon.  Assuming good faith on the part of the key participants, a necessity for the one-week observer and a way to go about understanding social phenomenon that doesn't require going inside the hearts and minds of social actors, it is still the case that (a) they might be in error, and (b) there is no balancing force within the system to act as a check on error.  

Payment solidarity.

Top managers now are entitled to earn 70 percent of their private sector counterparts--unless, as in the case of Fagor, a co-op rejects the new policy.  No single change in policy has stimulated more heated debate in Mondragon than this one.  It captures the emotions associated with Mondragon's new directions.  Our group asked questions about this policy change wherever we could.  The answers to our questioning were curious.  "Was the new policy adopted because Mondragon could not recruit the executive talent it needs?"  We were told Mondragon does not externally recruit talent; it is developed from within.  "Then is it because talented people are being recruited away?"  "No, this is not a significant problem," we were told, " because for every executive or manager who leaves there are five to take his place."  "Then why do it?," we asked.  The answer, as best as I could understand it, is that the managers think it is fair--creating a balance between internal solidarity (the ratio of top to bottom pay within Mondragon) and external solidarity (the comparison to the surrounding market place).  

Now it should be immediately noted that in Spain, as in the rest of the world, the excesses of corporate executive remuneration that exist in the United States are simply not present.  Unlike average ratios of 70:1 (and in most of the "Fortune 500" astronomically higher) in the U.S., typical top to bottom ratios in Spain and Western Europe do not exceed 14:1.   Further, with the new policy passed, some of the Mondragon managers and executives eligible to take advantage of it have declined to do so.  

Critics  ("purists" the critics of the critics would say) have made a lot of the executive remuneration question.  In combination with the centralization, exceptions to the policy of no contract or temporary labor, acquisition of privately owned enterprises and other changes, they believe Mondragon is abandoning important founding principles and altering the core character of the institution in the process.  The former is clearly true.  Whether the latter follows remains to be seen.  Clearly there is reason to worry.
===========================================
UPDATE:  December, 2012.

I asked George Cheney, author of Values at Work: Employee Participation Meets Market Pressure at Mondragon, (Aug 15, 2002), whom I’d met on our trip to Mondragon, to check out the latest on the top-to-bottom pay ratio question.  Here’s his response—originally from Mondragon staffer Mikel Lezamiz:  “[T]he maximum salary differential in Mondragon is nine times the minimum salary, and it’s 6:1 times after taxes.  And we never have any director earning more than 9.00 times the minimum salary.  [No] cooperative left the Mondragon Group because of this.  And as far as I know, no individual cooperative member left for this reason.

===========================================
Social Transformation and Universality.

In my observation of co-ops in the United States, the generally isolate themselves from broader struggles for social and economic justice.  They view their role as one of furthering the cooperative approach and embodying within their workings the embryo of the better society they hope for.  There are exceptions.  The now defunct Berkeley Consumer Cooperatives engaged in more aggressive action, making themselves part of broader efforts to effect public policy or the practices of private sector competitors.  Some consumer cooperatives honor boycotts, provide information to consumers that might lead them not to buy certain products, join in legislative campaigns on broader consumer issues and seek to pass national legislation in the general interest of consumers.  But, despite examples in the other direction, the cooperative movement, as I'm familiar with it, tends to stick to its own knitting.  

Mondragon's principles and actions stake a claim to the broader struggles of the Basque working class and a "neighborly policy" toward its trade unions.  As Ormaechea puts it, the cooperatives are committed to the "unceasing search for solutions to remedy the eternal subordination of labor to capital and the permanent tension which abounds when it comes to distributing the wealth generated..."  As part of this commitment, Mondragon honored the Spanish General Strike of January, 1994 called by the socialist unions against the socialist government.  (The socialist unions officially severed their formal ties to the socialist government because of its new policies, including one allowing for a two-tier wage system--making it possible for companies to higher younger workers at lower wages with, we were told, no commitment to keep them at the company after the lower wage time period expires.)  

We heard a great deal about "responding to the market," and not much about "shaping the market."  I asked the very thoughtful Eroski representative what she would do if Eroski discovered that a very popular child's toy increased violent behavior among children.  

"Would you discuss that in your newspaper and engage in 
  
 
  educational activity about it?" 


"Yes."  


"Would you refuse to carry it?" 


"We'd have to talk about it, but I think that would be my position."  


"Would you organize a consumer boycott of the product?"  


"We haven't thought about that before."  

My questions about the Eroski consumer association parallel those about the Social Council.  Does it have its own capacity to generate plans and programs, or is it more an arm of management's operation of the co-ops?  Does it seek to lead society against the market when the values of the market (maximize profit; value is measured by price; etc.) conflict with more basic human values?  Or, as in the case of Mondragon's support for the General Strike, however admirable, is the role of the cooperatives simply to respond to the initiatives of other organizations seeking to assert the primacy of human values over the market place?

A kind of "non-political politics" was apparent when we spoke with some Mondragon representatives.  By that, I mean two things.  First, they don't endorse political parties.  Since non-party partisanship is part of the community organizing tradition within which I work that does not bother me.  The best of the American community organizations are able to define key aspects of their city's agenda.  They make the politicians come to their agenda.  They hold them accountable for performance.  They let the voters know how the politicians behave once in office.  They engage in voter registration, education and get-out-the-vote activity.  Only rarely do they endorse.  The effect of their activity is actually more powerful than endorsement.  In one well known example, a local organization accompanied its voter registration and get-out-the-vote activities with a flyer titled, "How They Stand On The People's Issues."  The flyer then reported, candidate by candidate, how the politicians stood.  One only needed to compare precinct results in the neighborhoods represented by the organization to see how electorally powerful they were.  Indeed, the Governor-elect of the state attributed the margin of his victory to this organization's flyer, voter registration and get-out-the-vote work.  But they endorsed no one!  

"Non-political politics" can also mean a refusal to engage in the major struggles of the time, to isolate oneself from such participation, to say, "the creation of our model is so important that the best we can do is occasionally respond to the issues raised by others."  This appeared to me to be the Mondragon stance.  But politics, that is the struggle over values and interests in the public arena, won't leave them alone.   

What does bother me is the absence of intentional, sustained efforts to define effective vehicles to join in and advance the causes of the broader working class and democratic values with which Mondragon identifies.  The Social Councils and Eroski's association of consumers could be such vehicles.  But they would have to have a more independent life and a broader purpose than that now assigned them.  Together these two entities might even participate in the creation of the kind of community organizations now most developed in the U.S., though increasingly making their presence felt around the world: broadly based, multi-issue, democratic organizations whose fundamental glue is a combination of deeply shared values, community-building, leadership development and action in the public arena on issues affecting their members and constituencies.  I suspect that such an organization could capture the imagination and interest of many of the young people in Mondragon who seem now to be sliding into T.V. consumerism.  Could Mondragon be a sponsor of such organization in the Basque region...and throughout Spain as its consumer league spreads?  Mondragon has much to teach the rest of Spain--and the rest of the world.  It has elaborated a powerful democratic ideology of work, and successfully built productive institutions based on important principles of solidarity, justice and the priority of labor.  Its values and institutions are now under attack.  In my judgment it needs to be part of a broader base of "people power" if it is to survive with its values intact.  In alliance with similarly-minded religious, civic and labor institutions in the country, there is no reason why it couldn't create a broadly-based organization capable of defending society against the excesses of the market. 

A "pilot project" might be started in the immediate vicinity of Mondragon.  The worker-owners and wider community (church, civic groups, bicycle clubs, soccer teams, social clubs and others) could be united to form an organization whose central purpose would be the political expression of solidarity.  Its currency would be people power, thus it would not need large sums of money.  In keeping with community organizing tradition, its staff would be small.  However, through it large numbers of organized people it would have the power to boycott, vote, disrupt and otherwise press for change in non-violent ways consistent with democratic rights of free speech and assembly.  

An underlying theme in struggles for human rights and development around the globe is that of containing "market forces."  The American Labor Advisory Committee to the recent Uruguay Round of Multilateral Trade Negotiations, negotiated under the auspices of the General Agreement on Tariffs and Trade (GATT), gave eloquent voice to the need to contain market forces.  "We learned long ago," the Committee said, "that unfettered markets are not nearly as wonderful as many people tell us they are.  We know very well that when market forces are left to their own devices we cannot expect them to bring sustained, equitable economic growth and social progress.  Most of the historic achievements of the labor movement...are intended to temper and restrain some of the most brutal effects of the 'free' market.  Markets need to be restrained and channeled in certain directions if economic activity is to serve the interests of the majority of America's people."  I believe Mondragon needs a vehicle that can express this view in more than resolutions adopted in General Assemblies--a vehicle that can act powerfully with large numbers of people.
 
Such an organization would be entirely independent of the present cooperative structure, with the Social Councils and Consumer Association acting as independent agents within it.  While such an organization would obviously be an ally of MCC, it would operate outside the structure of the Cooperative Congress--in a manner analogous to that of a union operating independently of its employer.

Education.

No subject is more likely to win universal acclaim.  Everyone is for education.  But what is meant by it?  Mondragon faces an extraordinary difficulty in passing on its traditions.  Founders of any new movement struggle against external obstacles and adversaries, make sacrifices, discuss and argue as they seek to clarify and operationalize general principles.  The movement, if successful, becomes an institution.  The tradition, once heatedly and valiantly struggled for, is now passed on in classrooms.  Adversaries become allies.  Most discussions become narrow and technical, rather than broad and capable of engaging the enthusiastic support of followers or members.  How is a new generation to be infused with the sense of purpose, sacrifice and commitment of the founders?  This is no simple task.  Christianity floundered when the Emperor coopted it.  The pattern repeats itself throughout human history.

Add to this fundamental difficulty the rapid changes in the cultural environment.  Many people in Mondragon expressed fears about the impact of market values on the young.  Church attendance and commitment are dramatically down.  The extended family is giving way to the nuclear family.  Consumerism is taking the place of socializing with neighbors.  The omnipresent TV is now in every home.  Basque culture is retreating in the face of TV transmitted music, entertainment and violence.  Everywhere we saw signs advertising the most violent American movies, now dubbed in Spanish.

Education, as usually understood, will not prevent this erosion of a way of life.  Education in values must be directly connected to life experience if it is to stand up to the "education" offered by the marketplace and its transmission belt--TV.  The problem is not just that advertising makes better use of the media than do the educators "on our side."  No amount of creative audio-visuals, "educational TV," or other new media forms will suffice.  In large part, this is because the medium is the message.  A passive activity unrelated to direct experience in the world does not produce active, creating people.  Only practice in the arts of citizenship will do that.  People have to assemble, listen, discuss, argue, debate, research, reflect, evaluate, celebrate, negotiate, compromise and take public action against their adversaries.  They have to affirm, defend and advance their interests.  They have to do this in a framework of deeply shared values.  They build community around their values and the action they take to further them.

In this area, Mondragon's educators might find people such as Paulo Freire, the Brazilian educator, and Myles Horton, the recently deceased founder of the Highlander Center in the Appalachian region of the United States very instructive.  For each man, working in entirely different cultural contexts, liberating education is deeply rooted in the life experiences of people.  These experiences are then connected to action to bring about change in public policies and practices.  If there is no running water in a poor Brazilian favela, the people organize to get the appropriate authority to install water pipes.  To get the people into action, a discussion might begin on what poor health experiences the families have had as a result of there being no running, safe, water.  They share the pain of what is happening to them and they answer questions:  Should children suffer diarrhea because of the water they drink?  Should the parents do something about this?  Whom should they see?  What should they propose?  What should they do if the person in authority refuses to meet with them?  If s/he refuses to favorably respond to the proposal?  What kind of action can be taken?  The education and action walk hand-in-hand.  Education without practice is abstract, formal and often ultimately without meaning.  It is the rote stuff that leaves students staring vacantly out of classroom windows, desperately waiting for the time they can play a video game or watch violence packed movies.  But action without education and reflection can appear to be a sequence of unconnected events.  On their own, the participants are not necessarily able to coherently criticize the unjust structure which led to the problem which got them into action in the first place.  To contextualize this kind of education in the Mondragon setting requires exploration of whether institutional vehicles are available in which meaningful action could take place.  If a broader role were created for the Social Councils and the association of consumers, as I have previously suggested, a multitude of action, and therefore learning, opportunities would become naturally available.  In these settings, the values on which Mondragon is based would gain new meaning and life as they are connected to current struggles and problems.  The framework for such action, as I have earlier suggested, is the broadly-based, multi-issue, community organization.  Its absence seriously limits Mondragon's ability to pass on its tradition.  Just as Arizmendi said the cooperative was a vehicle for education, so a civic counterpart is needed today for the same kind of education.

In an organizing and action context, more formal approaches to education such as now seem to dominate Mondragon pedagogy themselves take on more meaning.  In the context of struggle against the excesses of the marketplace, for example, Catholic social teaching would gain rich meaning.  It would also expand the notion of solidarity to those elsewhere in the world.  In their Letter to the Churches (Year XIII, Number 291; October 1 - 15, 1993), the Jesuits of the Central American University in San Salvador regularly warn of the ravages of what they call "neo-liberalism"--the global market at work in the 2/3 world.  It is they, it should be remembered, who lost some of their brothers and sisters to the brutal killing by soldiers of the Salvadoran Army.  But noted liberation theologian Jon Sobrino, the massacre's sole survivor because he was not at home, asks us not to blame the soldiers.  Rather, he says, we should look at "the idolaters, the powers of this world...the wealthy worshippers of power."  The Letter goes on to observe:


It seems to matter little that statistics show that with neo-liberalism, poverty in the world has increased dramatically while the breach between the rich and the poor has grown ever wider.  According to United Nations' data, this means that in 1993, one rich person is worth 60 poor people...


Notwithstanding the facts, the system and its theories try to convince us that the type of society towards which we are headed is in the best interests of everyone.  For the enthusiasts, in fact, it is the "end of history."  They tell us that some day--perhaps soon!--our new society will enjoy the material abundance of countries like Japan, Korea, Taiwan and Singapore...


(T)he system they offer us--and impose on us--is not universally applicable.  There are not enough resources on the planet for every country to become a Taiwan.  If this were attempted, then the tragic decision would have to be made about who was to live and who to die...


But even if neo-liberalism were viable and beneficial from an economic point of view, we still prefer a "popular society" to a "civil society."  A popular society requires that we depend upon our own resources.  Popular society is more humane and more Salvadoran and more in accord with the values of the Gospel...accompanied by solid life-giving values:  the sense of community versus isolated individualism, celebration versus irresponsible entertainment, generosity versus cruel selfishness, creativity versus sterile imitation, faith versus crass positivism and pragmatism...


The ideal would be to strengthen both value systems and make them complementary.  For they are distinct.  The values of civil society are more easily manipulated to serve capital and are more likely to dehumanize the citizens of a nation.  They are more costly and unquestionably belong to a civilization based on capital.  The values of popular society are more convergent with work and spirituality and concrete creativity; they humanize and more naturally lead to a civilization based on work.  They require fewer resources to be carried out and are therefore more appropriate to poor societies.  And they are inspired by the Gospel...


We do not want to be a rich country without humanity, but rather an austere country with humanity.
  
Mondragon now faces the "global marketplace."  But it is too big for regular people to imagine themselves fighting.  Rather, the beginning struggles need to be local.  They need to engage people "where they are,"--that is around their immediate experience.  They need to begin with smaller, winnable things.  In such beginnings, people learn that they can act in solidarity, with power and accomplish concrete results.  From such smaller beginnings, a bigger picture begins to be built by those who begin with the worm's eye view.  In this context, a rich educational experience can unfold.  Education then embodies Fr. Arizmendi's original purpose--it is education to liberate the human spirit.

Applicability Beyond Mondragon


Both friends and critics of Mondragon often claim it cannot be replicated because of its unique history.  While specific replication is not possible, there are lessons of philosophy, analysis and methodology that have broad applicability.

The bank and the research and development institute, in combination with the polytechnical complex, solved major problems that caused other cooperative economic ventures to fail.  The bank enabled the Mondragon system to accumulate capital.  The research and development institutes enabled the system to engage in technological innovation.  The polytechnical complex made it possible for the region to prepare the children of poor families to fill the positions that would be created as Mondragon grew, including positions in technical, professional and managerial levels.  The basic founding policy decision to retain substantial profits rather than distribute them to members provided the means for capital to be accumulated.  Finally, the decision to limit equity meant that members would receive reasonable remuneration for investment upon retirement or withdrawal but that the appreciation of capital, after fair earning for the member, would remain in the cooperative.  These institutions continue to perform these functions.  This experience flies in the face of capitalist and communist conventional wisdom regarding development.  Both communist and capitalist development assume workers must be forced to do without in order for capital to be accumulated for the investments needed for industrial expansion.  The International Monetary Fund and the World Bank now seek, with their structural adjustment programs and big development projects, to impose this conventional wisdom on most of the two-thirds world and, more recently, on the nations of Eastern Europe now entering the "free market."  The common assumptions are that people will not postpone gratification and that democratic governments or leadership will be unable to implement what is needed for initial capital accumulation.  The Mondragon experience directly challenges this negative view of the capacity of "average" people.  However, many argue that Mondragon's uniqueness makes it the exception that proves the rule.  But is all this possible only because of the "uniqueness" of Mondragon:  the cultural and religious factors which created a deep sense of community and solidarity, the relative isolation and the period of protective legislation?

No doubt each piece of Mondragon's history was important, indeed crucial, to its development.  And, as in all historic circumstances, history does not repeat itself.  What was unique to Mondragon cannot be literally replicated.  But are there functional equivalents?  In my experience, almost every successful organizing project has its skeptics.  Prior to the development of the organization, there are observers--even friendly ones--who say it cannot be done and who have learned reasons to explain why.  After the development of the successful organizing effort, the same observers have similar reasons to explain why this was an exception to their otherwise correct analysis.  Observers who doubt the replicability of Mondragon fall in the same trap.  By noting all its uniqueness, they make a convincing case for the argument against replication.  But to focus on the uniqueness without understanding what equivalents might exist in other societies is to argue that no social process can be borrowed.  As history amply testifies, this is simply not the case.

The skeptics argue that the United States is the least likely place in which a cooperative system like Mondragon's could take root.  They point to the rugged individualism, the conspicuous consumption and the "me first" ethic.  They say we are the nation of the greatest individual mobility--both geographic and social--in the world and a country of great religious, ethnic and racial diversity that is only weakly bonded together.  Despite all these factors, there are successful community organizing projects in which people make sacrifices and commitments to one another.  There are churches in which people tithe.  There are ethnic and religious communities that stand in opposition to the status quo.  There are unions which still practice solidarity.  Tens of millions of Americans volunteer in civic activity.  There is a proud small "d" democratic tradition.  It is in these institutions and experiences that the fabric of community is to be found--the prerequisites for a successful economic cooperative.  Community organizing is, in part, about reweaving the fabric of community--and is successfully doing so across the nation.

There is also an economic crisis.  Despite the glowing reports of recovery in the economy, it is a recovery mostly for the wealthy and upper middle class.  The middle class is in a slow state of downward mobility; the blue-collar working class is moving much more rapidly in the same direction; the nation now seems to tolerate a permanent "under-class."  When old systems do not work, people are open to exploring new ones.  A majority of Americans favor worker ownership--though there is as yet little distinction between "ESOPs" and democratic cooperatives.  Thus another condition for Mondragon-like innovation exists.  

Most important, there is a crisis of the spirit.  Whether in poor, working, middle, upper-middle or, I would hazard to say, even upper-income communities, there is a deep sense of malaise in the country.  The isolated and private life of consumption leaves an emptiness unfilled by alcohol, gadgets or titillations.  The alienation from politics is profound, as indicated by the ever-declining rates of participation in electoral activity and the cynicism about politicians expressed even by those who do vote.  The ground for revival and renewal of an earlier American democratic tradition is fertile.  In such ground are opportunities to plant new seeds of new institutions.  The soil in which an American community organizing movement is now powerfully emerging is the same soil that would grow new economic institutions.  As Mondragon could learn from our community organizing experience, so do we have an extraordinary amount to learn from Mondragon about how to extend democracy into economic life.

The pre-condition to a successful "replication" of the Mondragon experience is the existence of community--"community" in the precise sense of a group of people who support and challenge each other to act powerfully, both individually and collectively, to affirm, defend and advance their values and self-interests.  Mondragon did not need a community organizing process to precede its development, because community already existed in Mondragon.  With rare exception, we in the United States lack that kind of widespread community--though it does exist in "sub-communities" across the country.  Community organizing has to precede any attempt to replicate Mondragon if it is to be successful.  The web of relationships, grounded in values, action and accountability, that is built by an effective community organizing process can be the fertile ground for implanting the principles of the Mondragon experience in American soil. 

Without too much stretch of the imagination, the Mondragon approach to worker cooperatives fits squarely into the American democratic and entrepreneurial tradition.  For example, Abraham Lincoln wrote,  "Labor is prior to and independent of capital.  Capital is only the fruit of labor, and could never have existed if labor had not first existed.  Labor is superior to capital, and deserves much the higher consideration."  Mondragon recognizes the importance of individual commitment and responsibility when it insists on a substantial individual worker-owner investment to "buy in" to the cooperative.  These are ideas congruent with the American experience.  Further, Ormaechea observes that worker attitudes and behavior toward sick-leave are different, depending on the source of the benefit.  If paid by Lagun-Aro, members don't abuse sick leave.  If private employer or government paid, abuse increases dramatically.  In Mondragon, there is a self-discipline that comes from being an owner.  The values of entrepreneurship, individual responsibility, initiative and work--so often thought of as conservative in current polemics in the United States--blend as a seamless web with those of solidarity, universality and a vision of a transformed social order.

Mondragon and Catholic Thought on Economic Justice

Mondragon is of particular importance to Catholicism because its origins begin with a priest and its principles are steeped in Catholic teachings.  Celebrants of American capitalism like to quote Pope John Paul II's recent Encyclical which praises free markets as if it is a support for the corporate capitalism of the United States.  Other Catholics, reading the same encyclical, accuse these celebrants, who are best illustrated by author Michael Novak, of distorting the Pope's views.  Mondragon's existence provides support for the critics who think Novak suffers the sin of idolatry--confusing particular human artifacts or institutions with the more permanent values against which Catholic teaching measures human conduct.  There is no doubt that Mondragon favors free markets.  The fundamental questions raised by Mondragon have to do with the ownership of the enterprises providing goods and services in the market and with the relationship between labor and capital.  On both these questions, Mondragon's answers are diametrically opposed to current American (and worldwide) corporate capitalism:  worker owners versus absentee stock holders; the priority of labor over capital.  The debate is extraordinarily important.  No other international institution with a membership so deep in both the 2/3 world, including some of its poorest peoples, and the "developed countries" has a tradition of teachings of over one hundred years on questions of social and economic justice.  There are 1.7 billion Catholics among the world's nearly 6 billion people.  The Pope, who brought profound commitment to the Polish struggle against communism, appears ambivalent when he addresses the struggles of workers and the poor in capitalist countries--whether "developed" or "undeveloped".  Intolerance of the theology of liberation seems to co-exist with condemnation of the greed, consumerism and the power of corporate capital.  Mondragon offers an alternative experience to the Catholic world--a possibility for development that is human, democratic and effective.  And it is firmly rooted in Catholic teaching.  What the Catholic Church teaches, what its Bishops support and what its priests, religious and laity practice at the local level will have a profound influence on the well-being of the world's peoples in the 21st century.

Conclusion


Mondragon faces severe challenges.  If the leadership we met are indicative of the character, competence and intelligence of those leading the response, the cooperatives are in good hands.  Some new institutional arrangements could strengthen their capacity.  I have suggested these in the questions and discussion above.  Should Mondragon people read this document, I hope they will find some of these thoughts useful and want to pursue them.  As these final comments will indicate, I think the Mondragon experience is a beacon of light in the world.  

For most people with concern for social and economic justice, the state of the world is bleak.  Hunger, poverty, homelessness, despair, drugs crime, destruction of the environment, wars, nationalism, intolerant religious fundamentalism, racism, sexism, increasing gaps of power and wealth between the few and the many, massive personal and institutional corruption on the part of leaders--these and more are what the daily headlines report to us, whether in the communist or former communist, social democratic or capitalist countries.   

Those whose hopes were pinned on the Communist vision have seen it collapse.  Social democracy, the Western European socialist alternative to Communism, either adopts the programs of its conservative opponents or loses elections.  In the United States, corporate capitalism seems to reign supreme, with liberals scrambling to show how pro-business they are, the labor movement but a shadow of itself, and the movements on the "justice issues" weaker today than thirty years ago.  Every place the causes of the poor, working people, women, and racial and ethnic minorities seem in retreat.

The socialism of the Soviet Union, characterized by analysts as "command socialism" because all power was at the top of a vast state bureaucracy, promised a new "cooperative man", social equality, full-employment, an efficient and effective economy and a just society.  Led by a "vanguard party," which involved a tightly disciplined and highly committed membership, an internal principle of governance called "democratic centralism," and guided by the supposed "science" of Marxism-Leninism which was to provide the Party with the same kind of guidance that principles of physics provide for engineers, this socialist state was to go through a transitional period of development to be followed by communism--a society in the which the state would "wither away."  Instead of this promise, the Soviet "model" gave us a privileged elite, a passive citizenry, a stagnant economy and totalitarianism.  It has come to a deserved end in the western world.  The vanguard party and democratic centralism turned out to be excellent means for obtaining power by means of a violent revolution; they offered little guidance for the democratic use of power.

Social democracy, once the major governing philosophy for most of Western Europe, was locked for years in mortal combat with its Eastern European "communist" cousin and his allies in other East European countries.  Now victorious with the defeat of its enemy, this political ideology has preserved formal democracy and a multi-party system and has created a minimum standard of living for most citizens--all important contributions. But it, and the similar, if less ambitious, welfare state of the United States have failed to dismantle the vast power of concentrated private capital, and have created inhumane bureaucracies over which the average citizen has little control.  The "non-profit sector," highly developed in the United States and emulated in other parts of the world, creates social service agencies which may be responsive and innovative but which operate with neither democratic nor marketplace accountability--their governing boards are typically self-perpetuating, and they rarely obtain their funds from those whom they claim to serve and in whose name they often claim to speak.  In both the social democratic and welfare state, the result is vast alienation, with periodic rejection of its tenets--as exemplified in the election of Margaret Thatcher and Ronald Reagan or abandonment of the "socialist" program as in France by Francois Mitterand or in Spain by Felipe Gonzales.  The problem of social democracy is exacerbated by the current shrinkage of western industrial capitalism, resulting in a lower tax base for welfare programs.

In the United States, corporate capitalism, the so-called "free market," was historically highly productive.  But it created, and continues to create, vast inequalities of wealth, income and power, as well as exploitive relations in the workplace and society.  Community is breaking down, accompanied by a sense of personal isolation.  A consumer culture and a "me-first" ethic are pervasive.  Environmental degradation is part of the system.  The wealth of the few is accompanied by the poverty of many and growing economic insecurity for the majority.  Corporate executives are viewed with almost as much hostility as government leaders.  The power of the corporate few, buying politicians and bureaucrats and then blaming them for public problems, leads to tremendous political alienation.

In America, less than 70% of those eligible register to vote.  Of the registered, as few as 20% (sometimes even less!) participate in most local elections.  If more evidence were needed, in the American Presidential primaries of April, 1992, which included New York and Wisconsin, only 14% of those eligible voted.  Characterized by pundits as "apathy," this response is better understood as a refusal by most Americans to participate in the charade of electoral politics when they are dominated by money and media.  

Massive cynicism about most institutions and their leaders characterizes the citizenry.  Corruption is rampant--whether in the Savings & Loan scandal, United Way or politician's "perks."  Growing homelessness, poverty and unemployment, and a declining standard of living for most Americans, now accompany "economic growth."  What is really going on is that 20% of the people of the country are doing better, and the rest are struggling to stay afloat (two-job households where there was one; doubling-up of families in housing; moonlighting; multiple "bread-winners"--often two or three generations--in one household; etc.). Many are slowly sinking.  At the same time, there is an almost total breakdown of civility in some parts of urban America.  The possibility of random crime strikes fear in the hearts of a majority of Americans. The highest cause of death among young African-American men is murder.  America's once vaunted productivity is now questionable, with manipulation, mergers and acquisitions replacing real economic growth.  Chief executive officer's salaries in larger corporations average 70 times higher than those of rank-and-file employees.  At the very top of the corporate pyramid, multi-million dollar salary and benefit packages accompany massive lay-offs.  The ratio between top and bottom is 149:1 ($3.8 million to $25,317), with the leader of the pack taking home $203 million in salary, bonuses and stock options!  Our "private" system of medical care is the most expensive in the Western world, yet we fall behind most industrial nations in the medical care afforded our people.  For the first time in our history, the nation's young do not think they will live as well as their parents. 

All three of these systems--communism, social democracy and corporate capitalism-- created dependency in their colonial and neo-colonial relations with non-industrial nations in their sphere of influence--whether in Africa, Asia, or Latin America.

Within this generally bleak picture Mondragon stands as a striking example of something different.  Here is cause to celebrate.  The seemingly contradictory values of freedom and equality, individualism and community, democracy and efficiency, personal responsibility and economic security are resolved in a dynamic system that offers us other ways of thinking about our problems.  What a striking contribution to the world this once isolated place in the Pyrenees makes!

The need for decentralized, participatory, face-to-face structures at the base of society--whether in the neighborhood or the workplace--is a core concept of participatory democracy as expressed in both community organizing and workplace democracy.  It is to these structures that more distant, representative structures must be accountable if accountability is to mean anything at all.  In their absence, we are told that our dollars produce accountability in the marketplace and our votes produce it in the politics.  Hardly anyone but the ideologues who advocate these views believes this anymore.  

Mondragon offers one part of an answer.  It represents, whatever its inadequacies, the workplace democracy vision that is necessary for the fulfillment of the democratic dream.  It created elements of the new society within the old.  Fr. Arizmendiarrieta disagreed with Marx on the question of the class struggle and the necessity to postpone the creation of new models until state power is acquired. Mondragon confirms part of his view:  new models can (and should) be created.  But in devoting itself to the creation of a new model, Mondragon generally ignored the necessity of struggle.  What is broadly known as the "Alinsky tradition" of community organizing represents the other part of the answer--the need for continuous struggle and revitalization of formally democratic societies from below, through civil society, in organizations whose principal function is to hold accountable major institutions and, when this seems a hopeless task, to fundamentally alter them or create replacements for them.  Together, these two answers are the necessary underpinnings for any real democracy in an era of global institutions.  The development and maintenance of grassroots institutions as vital expressions of living democracy is yet to be worked out--and will only be worked out in practice.  So, too, is their relationship to representative and larger institutions and to the marketplace.  Without them, we cannot expect large public bureaucratic institutions or the profit-motivated gigantic institutions of the international market to be responsive and responsible to the concerns of any but those who now control and benefit from the status quo.  Mondragon is one example of the possibilities for alternatives.  It is to these signs we must look to find a way out of the present world morass.  They offer a human scale of life, opportunity for responsible, individual action in the context of community, and realistic alternatives to the dominant social systems and their giant, impersonal institutions.  They offer the possibility of sustainable, renewable development and environmental responsibility because principal decisions are made by the local people who must live with their results.  They allow us to reach for the stars while our feet remain firmly planted on the ground.

Mondragon might fail in one of two ways.  In responding to the forces it faces, it may become so like them as to survive as an institution but surrender its vision of an alternative.  Its critics "from the left" already see this process underway.  I am not persuaded they are right, certainly hope they are wrong and am concerned about the direction represented by some current policies and trends.  Is the new generation of leaders visionary and practical, or are they simply concerned with institutional survival?  They clearly have cause for concern.  Ormaechea's observation about capitalism's ability to consolidate and maximize its power might lead it to crush Mondragon before it gets too big for its britches.  Solidarity and struggle are the answers to this fate.  But even if Mondragon fails, it will stand as a success.  It demonstrates, as does all democratic experience, the capacity of so-called "average" people to do what elitists would have us believe is beyond their capability.  For this, and for the opportunity to view the Mondragon experience first hand, I am deeply thankful.

An Afterward:  Notes for Community Organizers


These final thoughts are addressed particularly to the community organizing tradition within which I work.  Community organizers have a saying:  "program drives out organizing."  On my way to Mondragon I heard a wonderful statement of the problem.  An organizer in New York said to me, "The history of the relationship between community organizing and community development may be summed up in this way:  The organizers became executive directors and program staff.  The leaders became boards of directors.  The members became clients."   Over and over again, we have seen community organizations which once had the power to bring large numbers of people together for united action wither as some people spent more and more of their time with the new nonprofit agencies and others dropped out of activity.  This pattern is continuously repeated in cities, suburbs, towns and rural communities across the country.  But it is not an iron law.  

The problem usually is that the community organization becomes involved too soon in creating non-profit organizations with paid staffs.  The community organization is not big enough to run programs and to keep its focus as a voluntary association.  It is not deeply enough rooted in the people in whose name it claims to speak.  It lacks multiple levels of talented leaders and deeply rooted relationships of mutual confidence and trust.  It is not yet large enough to pay an organizing staff with internally generated funds (through dues and grassroots fund-raisers) to keep itself on an independent course.  The non-profit programs, each no doubt of value in themselves, become the purpose of the organization.  The tail wags the dog.  The programs, often dependent on "expert" talent and external funding, absorb the time and talents of the best people of the community organization.  They now sit on boards of directors where they pass policy which is to be implemented by the hired staff.  The community organizations are not in the position to say, as can the people of Mondragon, "for every one person we lose there are five to take his or her place."  As the programs come to dominate, the limitations inherent in them (inadequate funds, dependency on external funding, limiting guidelines, the funder requirements for visible, quantifiable results--as in number of housing units built, number of jobs created, number of child care slots made available) all lead the programs to become separated from the people.  The leaders and organizers become providers of services; the members become clients.

 In Cesar Chavez' early days organizing farm workers in California, his organization, then called the National Farm Workers Association (NFWA) sought a grant to create a non-profit farm worker clinic.  Valley growers put pressure on their Congressmen and California's Senators to bloc the grant.  NFWA mounted a campaign to obtain approval for their proposed clinic.  In the middle of the campaign, the first strike of farm workers took place.  It was not organized by the NFWA, but Chavez soon led his organization to participate in the strike and the boycott that soon followed.  In the middle of the strike and boycott, the clinic grant won final approval from the Johnson Administration.  But Chavez declined to take it.  He asked the Federal Government to hold the grant.  He didn't want to receive it until the NFWA could both run a strike and boycott and keep a new "program" under control.  He wisely knew that to receive the grant at that point of NFWA history would result in one of two things--each equally bad for the organizing.  One choice was for top NFWA personnel to be assigned to the clinic program, which would remove them from strike and boycott responsibilities at a time when their participation was essential for victory--something the union did not want to do.  The alternative was to let people who were either inexperienced or who had no track record with the union run the clinic.  The danger of that course was that the clinic might take directions different from those desired by the union and its membership.  The organization knew it couldn't do the two things well, so it decided not to do one of them.

A different example tells a different story.  In the development of the Mississippi Freedom Movement, the Federal Government funded the Child Development Group of Mississippi (CDGM) as a statewide Headstart program.  Many civil rights workers were hired by CDGM.  They said at the time they would be able to do what they had always done without having to worry about where their next pay check would come from.  Soon Mississippi's powerful Congressional delegation began to attack CDGM.  Sargeant Shriver, head of the Federal anti-poverty program, made concessions to the politicians.  The CDGM staff became embroiled in a fight for survival.  Further, people who didn't get the jobs became critical of those who did.  A program intended by its developers to provide benefit for poor children, especially Black children, in Mississippi became a source of division in the movement whose power was essential if poor and Black people in Mississippi were to progress out of their state of oppression.  Whatever the benefits of the program, and there were many, its effect was to erode the strength of the Mississippi movement.

In the FIGHT organization, one of the late '60s groups developed by Saul Alinsky's Industrial Areas Foundation, the FIGHTON corporation--created by FIGHT to contract with Xerox to produce an electrical product--became large enough that it became a base within FIGHT that could challenge the church and block club leadership that had created a powerful Black community organization in Rochester, NY.  The "economic development" agenda shifted from being one that was supportive of the larger fight vision and strategy to one that dominated it, ultimately "taming" FIGHT.  The Woodlawn Organization (TWO) suffered a different, but similar, fate.  It is now a multi-million dollar community and economic development enterprise.  But its capacity to be engaged in an ever-growing network of community organizations, to be an ongoing mechanism of leadership training and institutional accountability, to sharpen the conflict between democratic values and "the principalities and powers" has diminished, not grown, with its economic successes.

The problem is a major one.  We can expect that as community organizations reach a certain stage of development, the efforts to ignore or blatantly defeat them will be substituted with efforts at cooptation.  No better mechanism has yet been found than community economic development.  But this doesn't mean that community organizations can abandon that arena of struggle.  It, like electoral politics, is simply another of the places in which the struggle takes place.  Today there are community organizations with the depth to engage in programs.  Some of them are doing it.  At this point in history, few of them have done much more than build housing, often in substantial numbers, run job training and placement programs or sponsor a community development corporation.  Mondragon offers an opportunity and challenge to the community organizing movement in the United States.  It extends democratic values into the workplace.  It offers a realistic way to translate community solidarity and relationships that community organizing develops into economic institutions that can contribute to the power of community organizations rather than draining people power from them.  Because of its bottom-up character, it offers a possibility to escape some of the problems that were created in hierarchical, top-down enterprises that have been the offspring of present community organizing projects.  This would especially be true if the equivalent of a Social Council had its own organizing staff and if the Social Council was a member organization of the broadly-based community organization.

As I have argued above, strong, broadly-based community organizations offer the appropriate context for cooperative economic development.  They are what Mondragon now lacks and sorely needs.  We, on the other hand, in this country now have a number of the kinds of community organizations that are absent in Spain.  What we have lacked is a democratic strategy for community economic development.  The Mondragon experience offers that alternative.
The author is Executive Director of the San Francisco-based ORGANIZE Training Center (OTC).
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