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'Enthusiasm' NEWYORWsMIsCHOOl 
for worker CO_OpDs RIAl AND LABIlUIATIO/IS 

from European DEC 21985 

3-week tour gro C 1JNNERSIll1 

by Laird Hunter 

The European tour of worker 
co-ops, organized by the 
Co-operative Housing Founda
tion, concluded its travel 
agenda in Bilboa, Spain on 
October 7th. Yet the continuing 
enthusiasum of the participants 
suggests that an agenda for 
the development of workers' 
co-operatives in Canada might 
now be in the formative stages. 

As a holiday the tour was 
a lot of work. As work the 
trip was a great holiday. 
Covering England, Wales, 
France and Spain in less than 
three weeks is a formidable 
task, even if it is only 
to see museums. To visit 
more than two dozen co-operati
ves, federations and support 
organizations, by any reason
able measure, should not 
have been attempted. But 
it was done and done success
fully. However, at this early 
stage to say what was learned 
is impossible. At best tenta
tive impressions can be given. 
But first, who went and what 
was actually seen • 

The group comprised some 
40 people from every province 
except Manitoba, New Brunswick 
and P.E.I.. A contingent 
from Wisconsin and Minnesota 
rounded out the complement. 
Made up of housing co
operators, developers (both 
within and outside government), 
members of food and workers' 
co-operatives, as well as 
two federal members of Parlia
ment, the group had sufficient 

breadth and experience to 
have heated discussions on 
just about any topic even 
remotely related to co
operatives and much else 
besides. It was a lively 
group made up of those with 
clearly articulated sets 
of prejudices--good co-
operators all. 

After a couple of days 
to overcome jet lag, the 
tour commenced in London 
with visits to printing, 
teaching and various other 
ventures in worker co-operat
ives, as well as presentations 
by a number of local co-op 
development organizations. 
These organizations are being 
set up by local authorities 
to support the development 
of worker co-operatives. 
Next it was on to Scot t Bader 
and co-operatives in 
hampton, Leeds and 

Wolver
the area 

ContInued on pille • 

More beef? 
- free here-
Did you find your appetite 
whetted for more information 
about Beef Terminal after 
reading our last newsletter? 
Jack Quarter couldn't 
wai t for seconds and went 
out to satisfy his curiosity 
by talking with the people 
involved. To see what 
he found out, see inside 
on page 4. 
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KM E underfinanced, ignored advice, badly structured 

UNDER NEW MANAGEMENT: THE 
STORY OF BRITAINS' S LARGEST 
WORKER CO-OPERATIVES ITS 
SUCCESSES AND FAILURES. 
Tony Eccles. Pan Books, London, 
1981, 416 pp. ($ 6 . 95 ) 

reviewed by Allan Etherington 

UNDER NEW MANAGEMENT is an 
account of Britain's largest 
worker co-op, Kirkby Manufac
turing and Engineering, located 
near Liverpool, with about 
1,000 members producing radia
tors, spin dryers, pressed 
steel and soft drinks. 

In 1974 a new Labour 
government had come to power 
with Tony Benn as Secretary 
for Industry. Times were 
hard with industrial decline, 
disinvestment and rising 
unemployment; Fisher Bendix 
was one of dozens of companies 
whose existence was in jeop
ardy--in fact its history 
of losses, its militant work-

"Eccles argues that workers 
need more business 
knowledge. " 

force and its position in 
a highly competitive market 
made it more likely to be 
closed than most. 

The transition from 
Fisher-Bendix to the co-op 
known as KME was almost acci
dental. Worker resistance 
to the proposed closure moved 
from demonstration and blockade 
of equipment removal through 
an occupation and the sacking 
of management to a sit in. 
After one last try at private 
ownership (organized with 
the help of local MP and 
Labour Party leader Harold 
Wilson) by a property company 
that then collapsed and then 
six months of receivership, 
Benn suggested a worker co-op 
as a means to attract govern
ment assistance and encourage 
the workers' own efforts. 

While the two main union 
leaders, interested in saving 
their members' jobs, would 
have preferred a private 
takeover, they agreed and 
prepared a speedy proposal 
for.t4 million. 

KME was born in early 
1975, underfinanced (it should 
have asked for 67% more govern
ment assistance) and overstaff
ed (it started with 1,100 
workers, about double what 
its consultants had recommend
ed). It retained its loss
making soft-drink line (to 
save jobs), was received 
with hostility by the civil 
service and paid too much 
for its assets--probably 
because the receiver had 
been briefed by the civil 
service. 

To balance this dismal 
picture it had some political 
support, two ·larger-than-life· 
leaders, sympathetic and 
apparently sound advice (almost 
all of which was ignored) , 
good prospects for some of 
its products and the trust 
of the shop floor. 

For 
survived 
pressures 

four years KME 
despite external 
from the civil 

service, Benn' s successor, 
the press and business; even 
the labour movement was cool 
Internally, workers continued 
to work to a production target 
and then stop regardless 
of the time (the ·score· 
system), and resisted mobility 
between jobs. 

One basic problem was 
with KME's structure. Manage
ment and union organizations 
were headed by the same two 
men, as directors and as 
union conveners. Workers 
had no independent grievance 
procedure and the two director 
conveners placed themselves 
in the impossible situation 
of reconciling work-force 
welfare with organizational 
competence. This centralized 
power also meant that they 
resisted the recruitment 

of any new management') fo: 
which KME suffered in poa: 
pricing and commercial prac
tices, inadequate financia_ 
information and contro' 
etc. Products were sold 
a loss, there was too 
overtime, wage 
were not tied to productivit. 
and, when the sales 
managed to increase 
by 60%, production rose on 
8%. Inevitably morale fe_ 
and industrial relatiollf 
approached what they h~ 

been before the co-op. 

is 
and 
with 

At one level this 
a case-study of 
worker inability to co 

industrial decline 
Eccles concludes that 
trial democracy and sizabl 
worker cooperatives will no: 
work in Britain whilst worke: 
attitudes and trade union poli
cies remain as they are' 
(p.404). 

Eccles also argue. 
that workers need more busines. 
knowledge both to make worke: 
involvement a reality an 
to prevent dependence or 
leaders; worker control withou: 
business knowledge mean. 
that workers don't know wha: 
they are controlling. A contin
uing challenge is to desig
workplace structures tha: 

"In the beginning, it was 
underfinanced and over 
staffed." 

disperse business decision. 
throughout the workforce 
especially those decision. 
that affect everyday wor 
lives. He argues that fa: 
some workers participatio· 
is stressful (it may mea: 
·challenging your mates·) 
its higher expectations rna 
be unrealistic and ther. 
is no guarantee that th 
time involved will resul: 
in better decisions tha: 
those made by able, experience 

Continued on Plltle 1 
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LOYEE OWNERSHIP IN 
TDOWNS: PROSPECTS 
LOYMENT STABILITY. 
Stern, K Haydn 

PLANr 
FOR 

Robert 

od and Tove Hell 
.E. Upjohn 

and Hammer. 

-:lstitute for Employment 
=esearch, 
.379. 

Kalamazoo, Mich., 

· ailable through the Insti
:~te, 300 South Westnedge 
. e., Kalamazoo, 49007. ($6.00 
~rdcover, $4.00 paperback) 

reviewed by Don Loucks 

• e Upjohn Institute director 
~ms up the book's aims. 

":'his study, - he wri tes, 
"examines the prospects of 
:ommunity-employee purchase es 

ke= f plants as one alternative 
:0 plant shutdowns ••• In addi-

0- :ion, (the authors) offer a 
DU: thodological framework 
~ns =or evaluating community
rla: ~ployee purchase attempts 
in- ~D other shutdown situations.
t g The case history centers 
la: on an organization called 

~e Library Bureau, a long
established manufacturer 
of quality book shelves located 
at Herkimer, New York. 

Library Bureau converted 
ardwoods from the Mohawk 

)ns ~iver Valley in central New 
::e , York state into finished 
)ns products that had gained 
)rk a worldwide reputation. Local 
:or ownership of the firm had 
lo~ passed to a multinational 
~~ conglomerate that, after 
') , several reorganizations, 
~. simply decided to shut down 
~re the operation. 
:he The authors' analyses suggest 
llt that this was a foolish deci
la!: sion. Several telephone calls 
:ec to Herkimer, N. Y ., made whi Ie 
11 writing this review, seem 

to confirm this contention. 
For Library Bureau is still 
functioning with about 200 
people amidst the economic 
carnage of the three-county 
area based on Utica, New 
York . 

Perhaps this survival may 
help destroy the prevailing 
myth that large corporations 
always make correct bottom 
line judgments. 

Additionally, close economic 
analysis of MNE's (multi
national enterprises) reveals 
an unusually high degree 
of mismanagement of peripheral 
operations. This secondary 
theme by itself should make 
Canadians shudder. 

The key theme 
in the first part 

discussed 
of the 

book revolves 
transformation 
rights from 

around the 
of ownership 
local eli tes 

to MNE' sand cong lomera tes • 
The effects of this transforma
tion on the local communi ties 
are undesirable. The communi
ties lose control of their 
economic destinies; according 
to a government study -tax 
laws .•• create an institutional 
incentive for corporations 
to enter the acquisition 
and liquidation game;- and 
finally local workers often 
find opportunities for other 

"Perhaps this incident may 
help destroy the myth that 
large corporations always 
make correct bottom line 
judgements. " 

jobs are limited. Employee 
skills profile at the Library 
Bureau revealed that -the 
170 local employees ... possessed 
specialized woodworking skills 
which were not consistent 
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with other local manufacturing 
activity.-

Part two (118 pages), the 
core section of the study, 
evaluates the -strategy involv
ed in a community invest
ment •.• through a cost-benefit 
approach.- The analysis pro
ceeds -with community strategy 
in the face of plant. shutdowns 
and an evaluation of the 
rationality of CEFs (Community 
Employee Firms) for the com
munity first, and only after
wards does the societal level 
become the focus.-

Although the authors do 
not directly say so, the 
dilemma is the contradiction 
between centralizing capitalism 
tendencies and local democratic 
control of viable communities. 

We resolve this contradiction 
of capi talist economics and 
democratic social theory 
through our co-operative 
organizations • Although this 
text mentions co-ops, it 
speaks only of the -trade-off
between the economic ( i • e. , 
capitalist) and sociological 
models and even asks whether 
such a trade-off is inevitable. 

Contradictions within the 

Co-operative organization is 
the realization of democratic 
social theory. 

current, corporate-run, state
sanctioned capitalist economy 
and between this economy 
and local communities or 
national societies are not 
unmasked. Instead the methodo
logical problems involved 
in operations research about 
capital and labour mobility, 
social welfare of communities 
and so on are considered. 

The analysis stays within 
the existing orbit of social 
reality without even indicating 
real possibilities for say. 
the creation of a co-operative 
commonwealth , or any vision 
other than American capitalism, 
Hom and apple pie. 

Part three sums up the 
community benefits accruing 

ContInued on p..- 7 
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Beef Terminal 
purchase 
successful 

Union, egalitarian 
• • Issues remain 

by Jack Quarter 

In October 1979, the Beef 
Terminal-the second largest 
packinghouse in Ontar'io-was 
bought out by a group of 
its employees after the owners, 
Junction Holdings, had closed 
the operation. This purchase 
initiated a controversial 
case at the Ontario Labour 
Relations Board about the 
definition of an employee. 
It also offers an example 
of a successful employee
takeover of a failing firm. 

The original Beef Terminal 
was closed on June 22, 1979 
after unsuccessful attempts 
to sell the company. Those 
were difficult times for 
the meat industry and during 
1978-79 nine packinghouses 
were closed. Beef Terminal 
had been a ·comprehensive· 
packinghouse business with 
sales in excess of $75 million. 
It bought up to 2,500 head 
of cattle per week 
yards throughout 
slaughtered these 
and then sold the 
product to c~stomers. 

at stock 
Canada, 

livestock 
finished 

the 
The major force behind 

1979 worker takeover 
Jim Wilson, the packing 

plant superintendent. 
three others from the 

was 
house 
With 
original management group, 
and later another five workers, 
he decided to take over the 
slaughterhouse portion of 
the packinghouse and turn 
it into a ·custom slaughter
house,· as the Beef Terminal 
had been in 1977. 

Unlike the • comprehensive 

packinghouse,· the new firm 
planned to slaughter animals 
for butchers who purchased 
their own cattle. This simpler 
operation reduced the business 
infrastructure that the pack
inghouse required, including 
purchasing and trucking of 
cattle and sale of the finished 
products. Cash flow problems 
were also reduced, since 
cattle were not being purchased 
and there was no longer a 
waiting period for payments 
from the chain stores. Rather, 
the custom slaughterhouse 
simply provided a service 
to resident customers who 
leased space in the abbatoir 
and paid for slaughter at 
a fixed price per head. Pay
ments were received within 
a week, and the only major 
inves tmen t was the ki 11-f loor , 
related equipment and coolers. 

Financing remained a problem 
nevertheless, as the packing
house valued its slaughterhouse 
assets at $5 million, a sum 
well beyond the means of 
the purchas ing group. Govern
ment assistance was refused 
and lending institutions 
would not offer support unless 
the purchasi?g group made 
a sizable investment. 

Rather than making a 
straight purchase, the group 
decided to lease the slaughter
house with an option to buy 
within three years. Junction 
Holdings apparently preferred 
this arrangement to straight 
liquidation, presumably because 
it held out the possibility 
of a better price. To facili
tate the deal, Junction raised 

the slaughterhouse 
to U. S. inspection s tandar ' 

However, considerable start
capital still was require 
to lease the facilities 
for legal, accounting 
promotion costs. 

Here, Wilson was inf1uenc 
by his past involvement 
the co-operative movemen_ 
Before working at the Be~ 

Terminal, Wilson had be
superintendent of a co- ~ 

packing house in Barrie 
First Co-operative Packer. 
of Ontario). While ther_ 
he had been acquainted 
Bert Cook, President of Barri 
Tannery, a firm that ha
been taken over by its emp10 . 
ees after a closure tha: 
was similar to that of t 
Beef Terminal. From theSE 
sources, as well as a life10r.: 
involvement in co-operativE 
institutions, Wilson go: 
the idea of having the employ
ees become the shareholders 
each agreeing to pay a capita. 
sum or a loan of at leas: 
$3,000. Some paid more, partic
ularly the purchasing groc.; 
of nine, who became ·preferre 
shareholders· or, in effect 
the owners of the compan 

The purchasing group decid 
which employees of the origina. 
firm would become shareholder
in the new company. Par: 
of this determination w~ 

based on the skills neede
in the new company. BecaUSE 
only the slaughterhouse portio
was retained many of th 
original workers were no: 
needed. Of those who ha: 
essential skills and a desir 
to join the new company, th 
preferred shareholders select
ed the 31 they felt were tho 
best workers. Since then 1: 
more have been chosen. 

In making these selection; 
the purchasing group complete1. 
ignored the union, Ama1gamat~ 

Meat Cutters and Butche: 
Workmen of North America 
representing the employees 
In the words of the Labou: 
Relations Board Report, n: 
·union officials, committeeme-

Continued on next pege 
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:- shop stewards (were) invited 
participate as 'employee

ers' - (p. 8) • 
The union a r gued that 

represented the workers 
the contract-in-force 

Id determine eligibility 
the new Company, where 
employee's skills were 

ded. As an example, the 
would have specified 

t criteria such as seniority 
ng kill-floor workers 

_,ting to enter the new 
should have determined 

ones became 'employee-
ers. ' 

h4' The union and the company 
.0. - _ecame involved in a bitter 
.M· ~spute that brought them 

the Ontario Labour 
les. ";e at ions Board (OLRB) in 
0-' - controversial decertification 

ring. The Board sided 
g: ~th the union, arguing that 

.0 - -~ retained bargaining rights 
Irs cause even though only 
. ta_ ::art of the packinghouse 
las: .:..ad been sold, the Beef Termi
.ic- - 1 was not a new company, 
'01.:.; as the purchasing group claim
~re ~ , and the union still repre
lc t - ented the employees. Moreover, 
.ny ilson' s claim that the workers 

er e the owners was denied. 
In the words of the OLRB: 

.e r ·Apart from their investment 
la r: amounting to $3,000 each), 
was ~ll of these employees are 
,de,, :.n approximately the same 
.use position, . vis-a-vis thei r 
i o amployee status, as they 
t he ere when they worked for 
no~ ~e predecessor ••• they are 
hac paid a salary and are subject 
:ire""o the control and direction 
t he of 'management' - (p.7). 

,ct A union spokesman 
blunt about it: 

bought their 
the more 

12 simply 
back,- he said. 

was 
-they 
jobs 

More recently, the Beef 
ons Terminal agreed to pay the 
e l r union $31 , 000 i n damages on 
tee behalf of 11 employees who 
he r ..,ere den i ed employment i n the 
ca , new company. The OLRB coined 
es. t he labe l -emp l oyee-owners· 
our to describe the Beef Terminal 

no shareholders, because their 
everyday working 
to management was 

relationship 
similar to 

that in the packinghouse i.e., 
employees (see box). 

Bu t there we re f ea tures 
of the new arrangement that 
were different from before. 
Each worker held one common 
share and as a group workers 
elected three of the seven 
directors (the other four 
were elected by the purchasing 
group of nine--the preferred 
shareholders). In addition, 
the workers were entitled 
to a share of the profits-
$97,000 in the first year 
and $200,000 in the second. 
According to the formula 
in the contract, one-third 
of the profits were for the 
common shares, one-third 
were divided according to 
the size of the loan to the 
company and the remainder 
were divided according to 
a -control-point- system 
that reflected the importance 
of the job. 

Furthermore, according 
to Mr. Wilson, his wage as 
the general manager and the 
highest paid person in the 
company is less than twice 
that of the lowest paid employ
ee. Thus the term -employee 
owners- seems quite appropriate 
in describing Beef Terminal 
workers, since their role 
definition is less clear-cut 
than in most capitalist firms. 

Although the Beef 
unique 
in a 

Terminal has some 
features, it follows 
tradition of what 
effect management 

are in 
takeovers 

of failing firms. Pioneer 
Chainsaw, Northern Brewery, 
Barrie Tannery are other 
examples of this model. Mr. 
Wilson defended the position 
of management contr ol vigorous
ly, arguing that -it was 
absolutely mandatory to have 
continuity in management.-

In Mr . 
two factors 

Wilson's 
favour the 

view, 
model 

management control over one 
in which there is f u l l worker 
cont ro l (a wor ker co-op or 
a variation of it). First, 
is the knowledge and experience 
of management. He i ndicated 
that he wanted the workers 
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to take greater responsibility 
but also thought this was im
practical in the difficult 
start-up period. Second, is 
the greater financial risk 
by the management. 

While Mr. Wilson's arguments 
fly in the face of the egali
tarian ethic of the co-op
erative movement, they cannot 
be ignored. It is evident 
that the Beef Terminal could 
not have occurred without 
Mr. Wilson's knowledge and 
that he and the preferred 
shareholders took a greater 
financial risk than the common 
shareholders. These factors 
seem to favour management-type 
takeovers over co-operatives. 

Whether this tendency 
can be altered is the more 
difficult issue. Worker co-op
eratives, whether formed 
from failing firms (the lemon 
model) or afresh (the roses 
m'odel), require the leadership 
of experienced managers . 

Important decision 
This decision has important 
implications for worker 
co-ops as well, because 
it implies that the defini
tion of an employee is the 
work relationship rather 
than the ownership struc
ture. Presumably, workers 
in management-owned firms 
such as the Beef Terminal 
could also be classified 
as employees if their every
day work relationship is 
that of an employee. (See 
the Harpell Press decision 
in Worker Co-ops, Sept. 
1982.) 

File No. 1818-79-R, Ontario 
Labour Relations Board between 
Amalgamated Meat Cutters 
and Butcher Workmen of North 
America, A.F.·L. C.I.O. 
- C.L.C. and i ts Local P287, 
and Beef Terminal (1979) 
Limited, and Beef Terminal 
OWned and Operated by Sterling 
Packers and Town Packers. 
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Worker co-ops must associate for success 

Opinion 

by Bob Schutte 

In 1980 , the congress of 
the International Co-operative 
Alliance adopted as a prior
ity: -The promotion of indus
trial co-operatives and the 
conversion of existing indus
trial enterprises to the 
co-operative form of organiza
tion so as to contribute 
to an increase in incentive 
and productivity, a reduction 
in unemployment, an improv
ement in industrial relations 
and the development of a 

"Worker co·ops will be more 
likely to succeed if they 
depend on each other through 
the agency of federations. 11 

policy for a more equitable 
distribution of incomes-(l). 

Worker co-ops have long 
been promoted with the expecta
tion of significant benefit 
to workers, apart from any 
implications they may have 
for community development 
and social change. The rationa
le was articulated a hundred 
years ago in the Greening 
Manifesto by the Co-operative 
Aid Association of Great 
Britain (see box). 

In the several decades 
preceding the First World 
War, the conditions that 
motivated an upsurge of inter
est and experiments in worker 
co-ops were similar to those 
of today. Troubled economies, 
pervasive job insecurity, 
lockouts, layoffs and plant 
closings prompted many workers 
to cons ider self -managemen t . 
In both Br i tain ( 2 ) and the 
United States (3) unemployed 
workers were often trade union
ists, and the labour movement 
of the day was sympathetic 
to their cause. 

Since these first significant 
experiments, multinational 
conglomerates have grown, 

and now shop their production 
around the world in search 
of low taxes and cheap labour. 
The employment stability 
of communities i n the industr i
alized nations is weakening, 
and national governments 
seem powerless to cope . 

Although the relative lack 
of growth of the early British 
and American worker co-ops 
can be traced to a number 
of practical deficiencies, 
apparently their economic 
performance, on average, 
was not worse than that of 
the private, small-business 
sector (4,5). However, the 
more dynamic growth of French 
and Italian worker co-ops, 
which are organized into 
strong national federations, 
and the mercurial expansion 
of the Mondragon Movement's 
comprehensive network of 
co-ops of all types (see 
box) have generated renewed 
interest. The recent initiative 
of the Wales Trades Union 
Congress is indicative. The 
WTUC has signed a mutual 
assistance agreement with 
the Caja Laboral Popular, 
and now intends to try the 

Greening Manifesto 

Throughout the 1880's, 
the Co-operative Aid Associ
ation gave impetus to 
the movement by formulating 
a manifesto, attributed 
to E. o. Greening, which 
called for the co-operative 
organization of production 
so that: 
--workers might regain 
possession of the implements 
of production which they 
lost in the Industrial 
Revolution; 
-the basic conception 
of democracy, namely, 
government by the consent 
of the governed, should 
be established in industry; 
-the greatest common measure 

------

Mondragon experiment in 
Welsh industrial valley 
presently in the grip 
severe unemployment (6). 

A year ago Jordan (7) su: 
gested -well-developed modeL 
for legal, financial and mana 
gement structures in work 
co-ops were needed, if th 
were to enter significant: 
into economic and communi: 
life in Canada. Such a 
assumes that worker 
will be more likely to 
if they depend on 
through the agency 
tions and community 
organizations. 

The historical eviden 
for the importance of th 
dependenoe is strong. 
legal, financial and manageme~ 
structures in worker co-o 
will facilitate associat
ive activity. On the othe: 
hand, if worker co-ops rema
isolated from each other 
there is no clear need f a 
common goals and structures 
so a priority for the succe_ 
of worker co-operatives deman " 
a comprehensive approach. 

References 
Continued on next 

of liberty and freedom 
in industry might be secured 
by this industrial self
determination; 
-the status of the worker 
might be raised from wage 
earner to Conscious Co
partner; 
-pride of craft, largely 
destroyed by machine produc
tion, might be restored 
in a workshop which engend
ered collective pride 
in product and organization; 
-workers might participate 
in the surplus arising 
from their associated 
endeavour; 
-consciousness of personal 
responsibility might be 
developed through worker 
direction and 
of the undertaking-

- - -

finance 
(2) • 

::. 

c 

-. 
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Mondragon Mission 

Commitment to community 
development (which commands 
the loyalty, and hence 
the financial supportl 
of producers and consumers 
alike, and its transforma
tion into a network of 
mutually supportive worker 
and consumer co-ops, with 
effective financial and 
educational institutions, 
is the unique success 
of the Mondragon Movement 
in the Basque region of 
Spain. The principle is 
expressed by Antonio Perez 
de Calleja (8), director 
of the development division 
of the Caja Labora1 Popular 
(Working People's Credit 
Union) of Mondragon. 

-For us, co-operativism 
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with community, employee-owned 
firms. Clearly local control 
of firms is preferable for 
communities because of the 
-stake- hypothesis. The evi
dence suggests employees 
are happier and work harder 
when they have a -stake.
Howeve~ the authors' refuse 
to perceive or discuss alterna
tives to existing economic 
reality. -Though some indivi-

has never been an end 
in itself (an objective 
conceived solely for the 
advantage of those who 
participate in it), but 
really as the means of 
rendering service to the 
community. In developing 
productive work, in creating 
co-operative networks, 
we have in sum only repaid 
the community for the 
service it has done in 
giving us its workers ••• ln 
some ways, the Caja Labora1 
constitutes a bond, an 
intermediary between the 
co-operative enterprises, 
and the populace at 
1arge ••• which .•. knows 
that their savings go 
to finance the work which 
the co-operatives never 
cease to create.-

4.Jones, D. British producer 
co-operatives. The New Worker 
Co-operatives, K. Coates 
(ed.) (1976) Nottingham, 
Spokesman Books, pp. 34-68. 
5.Jones, D. U.S. producer 
co-operatives: the record 
to date. Industrial Relations, 
18(3), 1979, pp. 342-57. 
6. Jordan, J. Welsh unions 
back worker co-ops. Worker 
Co-ops, 2(1), Feb. 1982. 
7.Jordan, J. Developing Worker 
Co-operatives. CFDP Working 
Paper No. 12, Toronto, April, 
1981, p.43. 
8. Perez de 
rechea, A. 
cooperatives 
L'entreprise 
3, 1976, pp. 

Calleja Baster
-Le groupe des 

de Mondragon 
et 

117-26. 
L'homme, 

duals see socialism or un
American activity in workers 
taking over plants, the reality 
is anything other than an 
illegal takeover, - according 
to the authors. 

-Community-employee ownership 
of firms through stock purchase 
is simply the spreading of 
a conventional form of property 
ownership to a wider class 
of individua1s.-
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Venture capital pool 
announces 
incorporation 

by Donald Altman 

It's herel 
Co-operative 
of Ontario 

The long awaited 
Resource Pool 

Ltd has finally 
been incorporated. 

For the past two years a group 
of Ontario co-operators have 
been working towards incorpor
ation of a co-op that can 
acquire funds and provide ven
ture funding for new co
operatives. The co-op expects 
to get funds through sale of 
common and preferred shares. 
In the beginning these funds 
will be used to guarantee loans 
by other financial institutions 
to participating co-ops, guar
antees that will be -funds 
of last resort.-

The new co-operative also 
expects to provide technical 
assistance to groups in the 
form of prospectus writing, 
financial planning and resource 
location. Perhaps eventually 
it will also help meet other 
needs - member education, oper
ations, advertising, etc. 

The executive is now preparing 
an offering statement so it 
can acquire funds. Short1 y , 
the co-operative will begin 
to solicit funds in the form 
of common shares ( each member 
must have one $100 voting 
share) and preferred shares 
(guaranteed 10% return that 
will accumulate in the co-op 
and be compounded). While you 
wait to receive your official 
membership application form, 
you may get more information 
about the Co-operative Resource 
Pool of Ontario by writing 
or calling: 

Brian I1er 
136 Simcoe Street 
Suite 201 
Tor onto, Ontario 
M5N 3G4 
Tel. (416)-598-0103 
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'Enthusiasm' for worker co-ops 

Continued from page 

served by the Midland County 
Council. 

Various co-operatives devel
oped under the Industrial 
Common OWnership Movement 
were visited as well as some 
operating under the rules 
of the Co-operative Development 
Agency. The principal differ
ence seems to be the provis
ion of member equity to gener
ate capital. 

In Cardiff, the Welsh Trade 
Union Congress gave US their 
views on the place of worker 
co-operatives in the Welsh 
economy, after which a success
ful example of their involve
ment was seen in a clothing 
manufacturing co-operative. 
A luncheon in Swansea introduc
ed us to various other co-op 
enterprises. 

Britain exposed us to co
operatives from the late 
1890's, like Equity Shoes, 
and various ventures started 
within the past few months. 
The problems of capitalization, 
member development, market 
share, operating difficulties 
and the relationship of mem
ber-employees to trade unions 
were raised and discussed. 
Of particular importance 
was the development of co
operatives in times of high 
unemployment. What is the 
purpose of setting up these 
kind of businesses? Is it 
only to provide work or is 
there a larger purpose to 
be accomplished? Related 
to this question is the one 
regarding creation of new, 
small undertakings or attemp
ting to take over failing 
enterprises, either in private 
hands or held in the public 
sector. 

In France, the tour visited 
the Paris headquarters of 
the Confederation of Producer 
Co-operatives (SCOP). AfteT 
Paris we visited Niort, a 

carpentry 
of SCOP. 
of the 

co-op and member 
On to Albi and one 

largest glassworks 
in France, a worker co-op 
since 1896, and another print
ing shop. 

France like Britain exposed 
us to many issues: takeovers, 
the limits of capital to 
be contributed, the relations 
of members to employees, 
health and safety issues, 
discrimination of various 
kinds, as well as the general 
concern of internal organiza
tional structure and the 
practical questions of work
place democracy. 

We "visited more than two 
dozen co·operative federations 
and support organizations." 

By Monday of the third 
week the tour found itself 
in what to observers of worker 
co-operatives is a fabled 
place. Mondragon is a small 
town in one of the many valleys 
of the Basque country of 
Spain. As is well known, 
it is also the spirtual and 
operational centre for the 
-Mondragon experiment, - as 
the people of the region 
ref er to it. This is the 
system of worker co-ops linked 
together in purpose and organi
zation through the financial 
institution of the CAJA LABORAL 
POPULAR. OVer 'the next three 
days we visited the technical 
school, the student's co
operative (ALECOOP), the 
social security co-operative 
(LAGUN ARO), a retail co
operative (EROSKI), an indus
trial venture (MATRICI) and 
the research and development 
centre (IKERLAN). All are 
independent organizations 
linked together through the 
CAJA. 

Unlike Britain and France, 
the Mondragon co-operatives 
are a system of worker co
operatives with a highly 
integrated operation that 

allows the various enter
prises to have the advantage, 
of size at both group a n' 
individual levels. 

The amount of informatio' 
that the people on the tou: 
were exposed to dur ing t hE 
three weeks was immense 
No doubt much of the detai_
has faded from most of us 
What remains is a 
of impressions about th 
trip that will form the frame
work for the questions eac' 
of us will ask about worke: 
co-operatives in the future. 

Is sharing in the surplu! 
earned by the co-op a persona: 
right of the worker or 
shareholder's right? Wha: 
is the nature of participatio· 
in the self-management 
the enterprise? What ar 
the limits of democracy 
a worker co-operative? 
should capital be rais& 
and what should be the contri
bution, if any, of the member: 
What is the relationshi
of the co-op to the communi t . ' 
at large? Is the larger commun
ity entitled to any of th! 
surplus generated by th 
co-operative and, if so 
what proportion? What relati on
ship should the co-op hav 
to trade unions and the trade 
union movement in general
In like manner, what shoul 
be the political stance 
if any, of the co-operatives: 
How should a worker 
deal with the many 
of discrimination prevalen
in our current form of indus- -
trial organization: sexual 
racial, physical and the 
rest. 

These are just some 0: 
the many questions that come 
to mind in looking back o~ 

our tour of European worker 
co-operatives. Each questio~ 

and many others receivec 
a different answer and hac 
a different complexion i r. 
each country and, indeed , S 

at each co-operative. Like 
most things of its sort , C 

the tour raised more questions 5 

Continued on next page 
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Eroski combines worker and consumer co-ops - only in Spain? 
.er· 
.ge. 
an: 

io· 
our 

by Jack Smugler 

th --cently, a group of Canadian 
se - -operators went on a work
a' . .: :\ldy tour of England, France 
us ~d Spain to examine worker 
ie. - -ops. Among other places, 
th - ey went to the Mondragon 
me- ··oup of co-operatives, and 
ac.: w Eroski, a unique co-op 
ke= - at combines consumers and 

rkers. 
lu_ Eroski is a very large 
na. _=ganization, consisting 

" about 60 retail stores 
ha: ~d 70 associated stores. 
.io - e 1,000 consumer-members 

0: :ach paid $2.00 to join the 
ar :o-op while the 1,000 worker-

embers each paid $2,750.00 
Ho :0 join. This apparent dispar
.seC -':.y is really a function 
.ri- ~: the Mondragon capitalization 
ler~ scheme, in which a worker 
,hi~ :etiring from the co-operative 
lit :akes most of his original 
lun- :apital contribution, as 
the ell as a percentage of the 
the ·urpluses that have been 
so ~enerated throughout his 
.on. employment. This often amounts 
~ve :0 $20-30,000. 
'ade The annual members' meeting 
:al ~ _s open to both consumer
lul and worker-members. In prac
Ice :ice, Eroski has found that 
'es: :!ttendance at this meeting 
I-O~ consists of approximately 

Irms eontinUid 
.en. :han it answered. But they 
lus- are questions that compel 
lal, answers, for the tour showed 
the that worker co-ops are an 

alternative to the present 
0: methods of organizing the 

:ome eans of production. 

or: Any disappointment with 
'ker the tour any of us might 
. ior: have is from not finding 
vee more signif icant developments. 
haC. Yet, at the same time, there 

ir. was an excitement at having 
:ed, seen the worker co-op as 
,ike another application of the 

co-operative method which ,rt, 
ons successfully meets the essen-
p.~ tial needs of people. 

50% consumers 
The members 

and 50% workers. 
elect a board 

of directors, which consists 
of 12 individuals elected 
for a four-year term on a 
rotating basis. Six of the 
directors are consumers and 
the other six are workers. 
The president of the board 
cannot be a worker. Incidental
ly, everyone at the annual 
general meeting votes for 
all the directors (i. e. , 
it is not just workers who 
elect the worker-directors) • 
The board appoints a manager 
for the co-op who in turn 
appoints sub-managers, etc. 

Because effective trade 
unions were not allowed under 
the Franco regime, there 
was never any opportunity 
to develop such structures 
wi thin the Mondragon co-opera
tive. In any event, it is 
an open question whether 
they would have developed 
given the Mondragon interpreta
tion of a worker-member wi thin 
a co-op. 

The purpose of Eroski is not to 
provide low prices, but rather 
to ensure competitive markets. 

In Mondragon, social councils 
undertake roughly the same 
functions as trade unions. 
They represent the interests 
of the worker-members as 
workers. Within Eroski, the 
workers elect, by department, 
their representative to the 
social council, which in 
turn represents the interests 
of the workers to the board. 
Also, the board of directors 
delegates some responsibilities 
to the social council (e.g., 
disciplinary matters) . 

The consumers have their 
own corresponding structures, 
called consumers' commit
tees. Because of Eroski's 
size, these are organized 
regionally. 

The stated purpose of Eroski 
is not really to provide 

as low prices as possible, 
but rather to ensure competi
ti ve markets. Theref ore, 
prices are set just slightly 
below market prices. Also, 
Eroski collaborates with 
small private stores. They 
have entered into an associa
tion with a privately owned 
chain of small stores, somewhat 
similar to our IGA. The co-op 
sells goods and services 
to the chain, provided that 
they sell these goods at 
the same price as Eroski 
does. 

The co-op's surplus is divided 
as follows; 50\ goes to the 
collective reserves, 40% 
is credited to the individual 
workers' capital accounts 
and 10% to community work. 

Obviously, there is no 
great personal benefit to 
the consumers in this system. 
The people at Eroski seem 
to feel that the consumers 
realized that they were receiv
ing a patronage refund, but 
one that was collective, 
not individual. This is achiev
ed through the community 
funds that come from the 
surplus, last year $340,000. 
This money paid for a consumer 
newsletter, consumer research, 
consumer education (includ
ing schools), cultural activi
ties, charities and socials. 

From my Canadian perspective, 
this form of structure presents 
a great opportunity. In some 
spheres of economic activity, 
such as the retail trade, 
it makes sense to mesh the 
interests of all parties 
within a particular corporate 
structure. I asked the Eroski 
people whether there were 
conflicts within the board 
and the co-op because of 
the differing interests (e.g., 
consumers wanting lower prices 
while workers want higher 
wages). They acknowledged 
that this was a problem that 
was being worked out -little 
by littlel-
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16 international co-operators 
share diverse experiences 

by John Jordon 

As summer wound towards a 
close, 16 worker co-operators 
gathered at St. Francis Xavier 
University in Antigonish, 
N.S., to exchange perspectives 
on the conditions and strateg
ies conducive to worker co-
operative development. The 
ten-day consultation was 
organized by the university's 
Coady Institute, formed to 
extend the ideals and tech
niques of the Antigonish 
Movement to the Third World. 

Consultation participants' 
experience of worker co
operation was extremely di
verse. It ranged from a South 
African textile printing 
co-op to an 80-person Dutch 
surveying and engineering 
firm, a network of thousands 
of village artisans in India, 
a Scottish carpet maker and 
a bakery and food wholesaler 
in Vancouver. 

'Grindstone 
Centre plans 
new August 
conference 

by Larry Gordon 

Plans are now being developed 
for a five-day conference 
on worker co-ops at the Grind
stone Island Centre in 1983. 

The worker co-op program, 
tentatively scheduled for 
the second or third week 
of August, is being designed 
as a ·working conference.· 
There will be guest speak
ers, audio visuals and plenary 
sessions. But approximately 
half of the conference time 
will be set aside for various 
work groups to tackle particu-

Two parts of the dicussion 
seemed especially pertinent 
to the Canadian situation. 
The first was the effort 
in the initial days of the 
consultation to clarify what 
was meant by a worker co-op. 
Five quite distinct models 
were identified. 

The five models were individ-
ual co-ownership (rather 
like a partnership plywood 
co-ops as an example), collec
tive co-ownership (as in 
Mondragon), common or undivided 
ownership (eg., Scott Bader), 
institutional ownership (where 
a community development corpo
ration shelters a worker 
co-op - eg., MCDIL), community 
ownership (where the target 
community owns the co-op, 
which is managed rather autono
mously by the workers some 
Third World settings). These 
differences in structure 

lar problem areas or strategy 
questions relating to the 
future development of worker 
co-ops in Canada. The conclu
sions of these working group 
sessions will be presented 
in a plenary on the last 
day, and it is hoped that 
follow-up work will be planned. 

The conference organizers 
will be asking registrants 
to pick one or two work group 
topics. A coordinator/planner 
will be chosen for each group 
and asked to take a proposed 
plan for the group to follow 
throughout the course of the 
week. 

Conference organizers hope 
to attract co-op activists 
and organizers, as well as 
people from other concerned 
constituencies (labour, church, 
government). Those who want 
to attend but need more basic 
background on the subject 
will be provided with a reading 
list to ensure that all partic-

reflect different conditio 
as well as different 
or philosophies. 

A second useful outpu 
was an outline of differen 
sources of worker co-ops 
These seemed to fall int 
four major categories. 
4tStart-ups of new firms 
either by a grass roots proces. 
among workers or by an ini tia· 
tive from a resource group 
4t Large corporations looki 
to spin off or sell a sma __ 
product line or subsidia 
4t Conversions of existi : 
firms. 
4t Rescues or def ens i ve co-op. 
formed by workers to sav. 
their jobs in the face 0: 
plant shut downs. 

Which strategy is the mos: 
successful seems to var 
considerably, depending o' 
government policy, trade 
':Inion positions and availabil
ity of resource groups. 

Meetings such as this ca 
help us refine strategie. 
that will be most effectiv 
in the Canadian context. 

ipants have a basic 
of knowledge on worker co-ops . 

The conference planner 
would like feedback on the 
development of this confer
ence. Since at least 30 partic
ipants are needed to guarante 
the conference, the plannin: 
committee would also like 
to hear from all those wh 
are tentatively intereste· 
in attending. In addition , 
suggestions for other wor 
group topics would be appreci
ated. 

Inquiries and feedbac 
should be sent to: 

Worker Co-op Conference 
Grindstone Co-op 
PO Box 564 
Station P 
Toronto, Ontario 
M5S 2T1 
tel. Larry Gordon 
(416) 363-2061 
(416) 461-6956 
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ntigonish workshop reveals geographical 
ifferences over role of community ownership 

:~fty representatives of 
_abour, government, the co-op 
- vement and the public met 
=ecently in Antigonish, N.S. 
!~r a two-day workshop on 
~rker co-operatives. 

The program was hosted 
=y the Extension Department 
~: St. Francis Xavier Univer

ty and scheduled to coincide 
~th the international consul
~ation on worker co-ops held 
_y the Coady Institute of 
~~e same university (see 

tended to 
form of 
controlled 

prefer 
worker 

a -purer
owned and 

while rural 
towards an 
would include 
presence. 

co-operative, 
residents leaned 

approach that 
a wider community 

The workshop co-ordinator, 
Anthony Scoggins , of the 
Coady International Institute, 
seemed well satisfied with 
the closing commitment of the 
participants to pursue the 
worker co-op idea in Atlantic 
Canada. -As an educational 

and promotional event, the 
workshop was a great success,
Scoggins said. 

-That we did not gain 
final consensus on a develop
ment model or strategy is 
not surprising, considering 
the wide spectrum of indi
viduals in attendance. Perhaps 
we should simply accept that 
a pluralistic yet co-ordinated 
approach to worker co-ops 
is our best option - and begin 
to build from that base.-

0: ~rticle by John Jordan). 
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The workshop was addressed 
y the British writer and 

:;onsultant Robert Oakeshott, 
o discussed the Mondragon 
del of co-op development 

~d the scope of its trans
:erability to North America. 

Representatives from worker 
:;o-operatives and allied 
support groups in Vancouver, 
ppalachia, Wales and Scotland 

=elated their particular 
:;ase histories to the partici
o ants. Issues of co-op ini tia
~ion, financing and management 
ere discussed in depth. 
estions of legal form and 

structure were posed to Nova 
Scotia's Registrar of Co-opera
~ives and the respective 

rits and demerits of co-, 
:;ommon and community ownership 
:iebated. 

Members of worker co
operatives already established 
~n the province (a bakery, 
a restaurant, and a retail 
store) outlined their local 
success and failures. 

Staff of the university!s 
Extension Department presented 
a proposal for a co-op develop
~ent model that would integrate 
~nternal and external interests 
by combining community owner
ship with worker self-manage
~ent. The proposal sparked 
considerable discussion and 
seemed to align the partici
pants on geographical grounds. 
Individuals from urban areas 

and informed worker represent
atives. Sizable worker co-ops 
will require professional 
managers and thus executive 
power that is concentrated 
though accountable to the 
whole work force. 

KME succeeded in maximiz
ing short-term employment 
preservation but, as one 
of its leaders concluded, 
-we had the chance to change 
society. It's something this 
country needs. We did offer 
it We've been let down. We've 

ways.
The 

the London 
author works at 

Business School 
and has used his posi tion 
as unpaid advisor to KME 
to write a lengthy and well
told history of the experiment. 
While he is sympathetic to 
the co-op and its leaders, 
the book is more sobering 
than inspirational, but well 
worth reading both as a case 
study of a worker co-op and 
for the author's conclusions 
on its implications for others. 

Electricians' co-op expands to Montreal 
The 20-member Laurentian 
Electricians' Co-op opened 
its third branch in August 
this year, and declared 
a $35,000 surplus on busi
ness worth $650,000 for 
1981. Members decided 
to put the total surplus 
into general 
Started in 1979 
small Quebec 

reserves. 
in 

town 
the 
of 

St-Jer~me, the co-op now 
has branches also in 
St-Donat and metropolitan 
Montreal. 

The birth of the co-op 
was carefully planned 
by its founding members, 
who wor ked out appropriate 
systems of management 
and accounting, and sought 
technicaL- assistance to 

realize them. All the 
forms and organizational 
papers necessary for doing 
business in the trade 
were arranged in advance. 

Co-op manager Serge 
Plourde is counting on 
the new Montreal branch 
to double the annual value 
of business in 1982 over 
1981. The Montreal branch 
concentrates on residential 
work, but is also about 
to contract for work on 
a Montreal factory expan
sion. The other two branches 
focus on the commercial 
and industrial sectors. 
With the new branch, M. 
Plourde foresees the next 
two years devoted to finan
cial consolidation. 
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