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Abstract

In 2019, the Mondragon worker cooperatives, which number around 100, employed
over 81 ooo workers. Based primarily on information from the Mondragon annual
reports, this article traces Mondragon’s employment record from 1983-2019. In
this period its Spanish employment growth outran that of Spain by a factor of 3.4,
and that of the aggregated OECD countries by a factor of 6.3. On top of the Spanish
employment, Mondragon cooperatives’ subsidiaries employed about 4300 workers
abroad (7% of the total) in 2001, and about 14 500 (18% of the total) in 2019. The
article expands on the reasons for this last type of employment. The article also
explains why the proportion of cooperative owner-members in the total employment
varies over time. Depending on the sector, in 2019 this proportion is 32—45%, and
measured as a proportion of the employment in cooperatives 32—74%—the difference
being engendered by non-cooperative subsidiaries. Many cooperatives regard these
proportions as second-best practices in the search for a modus between competitive
pressures and the maintenance of employment within cooperatives.
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THE MONDRAGON WORKER COOPERATIVES 337
1 Introduction

The Mondragon Corporation is an umbrella organisation for nearly 100 sep-
arate self-governing worker cooperatives that together employ over 81 ooo
workers (2019). Being mainly located in the Spanish Basque region, the group’s
cooperatives operate throughout the world, with 141 production plants in 37
countries, commercial business in 53, and sales in more than 150 countries.

Based mainly on information from the Mondragon annual reports, this arti-
cle traces Mondragon’s quantitative employment record from 1983—2019, and
compares this with the employment record of Spain and the aggregate of OECD
countries (see Sections 5 and 7.4). The core Section 7 focuses on Mondragon’s
way of employment in the face of globalising capitalism’s competition during
the period 2001-2019, when the internationalisation of Mondragon’s industrial
cooperatives boosted. A main part of this period covers the effects of the inter-
national banking crisis and (especially in the euro zone) the aftermath of a
sovereign debt crisis.

Section 2 is on worker cooperatives in general (worldwide). The four rel-
atively brief Sections 3-6 provide general information on the Mondragon
cooperatives, including their organisational structure and matters such as pay
differences.

The reader will see that the various section subjects refer to different time
periods (2001-2019, 1996—2019 and 1983—2019); these are solely determined by
the availability of data from my main source (annual reports).

2 General Information on Worker Cooperatives

2.1 General Characteristics of Worker Cooperatives

This section is about ‘worker cooperatives’ in general, though it should be

noted that their exact legal form and specifics diverge across countries. I focus

on the following four general characteristics:

1. Democratic decision-making: The legal entity is democratically governed
by its worker-members, who directly or indirectly appoint the entity’s
management on a one person one vote basis. The other coverage of the
democratic decision-making (for example, regarding the annual wage
scales) varies by the specific statute of the entity. Main lines may also
have been legislated.

2. Ownership: The legal entity is owned by the cooperative’s worker-
members. Upon becoming a member, they will usually have to pay into
a fund, either directly or via a deduction from their remuneration in the
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338 REUTEN

early years of their membership. This fund functions as a reserve for the
cooperative. Most often all or part of this fund is refundable when work-
ers retire or move to another enterprise. Often the ownership is restricted
by so-called ‘asset locks, which means that a specific part of the asset
value shall not be sold—this should secure the long-term survival of the
cooperative.

3. Non-members. Often the statute allows for the employment of some per-
centage of non-members; this may include workers who refrain from
paying into the fund mentioned above. This may be regarded as a defect,
depending on the rights of these employees concerning the democratic
decision-making, and on their remuneration.

4.  Surpluses. The statute of an entity may prescribe that a part of the annual
surpluses is not distributed to the workers, but added to the common
reserves to which workers can make no individual claim (as against the
funds under 2, or part thereof). In some countries this is legislated.

2.2 General Worldwide Quantitative Information on Worker
Cooperatives

The available worldwide data on worker cooperatives are limited. The most

encompassing dataset currently available is from cicopra (2o17a), the sector

organisation of the International Cooperative Alliance (1cA), which regarding

worker cooperatives collected data of 51 countries.! Table 1 lists the aggregated

data of these countries.

Using data from the c1coPa (2017a) dataset, Table 2 ranks the top 10 coun-
tries in terms of relative employment as % of a country’s labour force, as well
as in terms of absolute employment.

Finally, Table 3 lists information on a more encompassing class than worker
cooperatives, namely ‘majority-employee-owned enterprises’ (all legal forms),
though only those with more than 100 workers—due to the source’s limitations.

1 It is part of a wider dataset for 156 countries that includes information on other types of
cooperatives, mainly ‘producer-serving cooperatives’ and ‘user cooperatives. An earlier
report on cooperatives by Grace (2014), with data from 142 countries, which at the time
claimed to be ‘the most comprehensive dataset on cooperatives’ (p. 1), makes no distinction
between types of cooperatives at all. The same lack of distinction applies for Cooperatives
Europe (2015). This was their latest report of key figures on cooperatives when I accessed
their website on g January 2021.
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THE MONDRAGON WORKER COOPERATIVES 339

TABLE 1 Employment by worker cooperatives in 51 countries around 20162
Million % of the world’s
employed population
1 Worker-members of ‘worker 1115 0.38

cooperatives’ (WCs)

2 Estimated non-member 1.21 0.04
employees of wCs 2

3  Estimated total employmentin  12.36 0.42
worker cooperatives (1 + 2)

2 Some data are from 2017, the others from 2016 or the latest year available.

b The estimate is based on cicopra 2017b, Table 1 (p. 9), where for worker cooperatives

in the industry and service sectors together, employees constitute a factor of 0.1 of the
worker-members.

SOURCES: ROW 1: CICOPA (2017a), EXECUTIVE SUMMARY, P. 12, AND TABLE 1, P. 25. ROW 2:
SEE NOTE b.

2.3 The Record of Worker Cooperatives: Some Key Results of Empirical
Research

This subsection compares the economic record of worker cooperatives (WCs)

and conventional capitalist enterprises (CPs).

In 2012 Pérotin published a review of empirical studies comparing the per-
formance of worker cooperatives with capitalist enterprises in the period 1950
to 2010. She mentions that large representative datasets on worker coopera-
tives have only recently become available. Her review covers about 70 empiri-
cal studies. Below I present her main conclusions. To these I have added some
conclusions from her 2014 paper:

1. Pérotin’s general conclusion is that ‘worker cooperatives perform well in
comparison with conventional firms, and ... the features that make them
special—worker participation and unusual arrangements for the owner-
ship of capital—are part of their strength’ (Pérotin, 2012: p. 36).

2. ‘Worker cooperatives are present in most industries, are not always less
capital-intensive and tend to be larger on average than their conventional
counterparts, and survive at least as well’ (Pérotin, 2014: p. 35).

3. ‘Solid, consistent evidence across countries, systems, and time periods
shows that worker cooperatives are at least as productive as conventional
firms, and more productive in some areas. The more participatory coop-
eratives are, the more productive they tend to be’ (Pérotin, 2012: p. 37).
‘Participation’ regards the degree of workers actually taking part in the
democratic structure, thus the degree to which they use their rights.
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TABLE 2 Country-wise employment in worker cooperatives around 2016: Top 10 countries’

relative and absolute rank (out of 51 countries)

Country Amount % labour Relative Absolute  Continent
employment force rank,topio rank, topio

Italy 1 017 663 3.9 1 2 Europe
Malaysia 524 713 3.5 2 Asia
Sweden 96 552 1.8 3 1 Europe
India 6 845 701 1.4 4 1 Asia
Spain 230 000 1.0 5 7 Europe
Argentina 177 568 0.9 6 8 S-America
Costa Rica 18 021 0.8 7 21 N-America
Iran 162 287 0.6 8 9 Asia
Paraguay 18 939 0.6 9 20 S-America
Uruguay 9 345 0.5 10 35 S-America
Colombia 117 622 0.5 12 10 S-America
Bangladesh 268 556 0.4 14 6 Asia
Brazil 291 046 0.3 17 5 S-America
China 650 000 0.1 262 3 Asia

2 Of the dataset countries with a 2016 labour force >30 million, the UK ranks relatively 18th
(0.3%) and absolutely 12th (94 049); Vietnam 24th (0.1%) and 14th (51 066); France 25th (0.1%)
and 17th (27 330); Japan 32nd (0.04%) and 18th (25 373); USA 33rd (0.03%) and 13th (55 140);
Turkey 39th (0.01%) and 32nd (3556). In the same category Thailand has no worker coopera-
tives, and there are no worker coops data for Ethiopia, Germany, Indonesia, Mexico, Nigeria
and the Russian Federation.

SOURCES: AMOUNT EMPLOYMENT: CICOPA (2017a), ANNEX 1, PP. 101-110. UNDERLYING %
LABOUR FORCE DATA: WORLD BANK, LABOUR FORCE, TOTAL (https://data.worldbank.org/
indicator/SL.TLE.TOTL.IN?view=chart (SHOWN EXCEL, DATASET COUNTRIES 2016) (LAST
UPDATED 16 DECEMBER 2020)).

4.  Whereas it is often assumed that worker cooperatives under-invest, ‘no
rigorous empirical evidence can be found in support of the under-invest-
ment hypothesis’ (Pérotin, 2014: p. 38).

5. ‘The temptation to consume capital accumulated by previous gener-
ations, demutualize, sell out successful cooperatives to conventional
owners, or degenerate by restricting membership ..., all have solutions
that were adopted by different types of worker cooperatives around the
world, assisted by legislation’ (Pérotin, 2012: p. 37).
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THE MONDRAGON WORKER COOPERATIVES 341

TABLE 3 Number of majority-employee-owned enterprises with more than 100 workers: 32

European countries 2019

Number of enterprises with >100 workers

Majority Of which worker

employee-owned cooperatives
32 European countries 2 338P 168 (50%)
of which in
France 108 74 (69%)
United Kingdom 90 3 (3%)
Spain 55 41 (75%)
Italy 26 26 (100%)
Czech Republic 19 19 (100%)
Other countries 40 5 (13%)
Total employment (32 486 000
countries)
Average number of 1438
employees/enterprise

2 The European Union plus Iceland, Norway, Serbia, Switzerland and the UK.
b The number increased from 271 in 2010 to 338 in 2019 (25% growth).
SOURCE: EFES (2020), TABLES 31 AND 32.

6. ‘Among the possible solutions (sub 5) are measures like asset locks and
collective accumulation of capital ... Such measures do not seem to ham-
per productivity by dampening incentives—some of the same coopera-
tives that have adopted these particular measures are found to be more
productive (as the French cooperatives) or to preserve jobs better (as the
Italian cooperatives) than conventional firms’ (Pérotin, 2012: p. 37).

7. ‘Employment in a labour-managed firm is not the same thing as employ-
ment in a conventional one. In a labour-managed firm, members partic-
ipate in the decisions that affect their unemployment and income risks.
They are considerably better protected against the moral hazard poten-
tially attached to management decisions over investment, strategy, or
even human resource policies’ (Pérotin, 2012: pp. 37—38).

8. ‘Profit may not be higher in more participatory cooperatives, but the firms
may produce more and preserve their members’ jobs better’ (Pérotin,
2012: p. 38).
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9. ‘Workers’ participation in profit and in decisions makes it possible for
worker cooperatives to adjust pay rather than employment in response to
demand shocks’ (Pérotin, 2012: p. 38). Whereas conventional enterprises
primarily adjust employment, worker cooperatives primarily adjust
remuneration (Pérotin, 2014: p. 40).

10. Recessions increase the number of firm closures among conventional
and labour-managed enterprises alike. However, recessions decrease the
number of creations among conventional enterprises, whereas the crea-
tion of worker cooperatives increases—that is, when the risk of job loss
increases in conventional enterprises (Pérotin, 2014: p. 41).2

1. ‘The density of worker cooperatives in an area, year and/or industry is an
important determinant of further cooperative creation’ (Pérotin, 2014: p.
43; see also Pérotin, 2016: p. 17).

Drawing on over 100 studies across many countries, many of the points
above are confirmed in a summary paper by Kruse (2016). A well-documented
analytical literature review of the record of wcs, especially in the face of eco-
nomic globalisation, is provided by Bretos and Marcuello (2017).

Focusing particularly on matters of, or related to, the comparative produc-
tivity in wcs and CPs, econometric country studies for France and for Italy
found, among other things, the following.

2.3.1 France

wcs are at least as productive as CPs; however, wCs use their capital and
labour more effectively than cps. Using the same technology, the scale of pro-
duction is significantly larger in wc s than cPs in some industries, and similar
in most industries. For all industries it holds that wc's are not smaller or less
capitalized than cps, and that wcs expand their capital at least as fast and
grow at least as fast as cp s (Fakhfakh et al., 2012).

2.3.2 Italy

The wcs’ collective ownership and total factor productivity are positively and
significantly related after controlling for factor productivity, individual capital
ownership and other standard enterprise-level and sector controls. This sug-
gests a positive role of collective capital in strengthening financial sustaina-
bility and employment stability in the long run. The wcs’ collective capital
favours more investments and capitalisation. Generally, wCs are not under-
capitalised and they increase capitalisation over long spells of time (George
et al., 2020).

2 On this point see more extensively Pérotin (2006).
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THE MONDRAGON WORKER COOPERATIVES 343
3 The Mondragon Worker Cooperatives

The following sections are on the Mondragon Corporation, which is the
umbrella organisation for nearly 100 separate self-governing worker coopera-
tives (as of 2019). It is the world’s largest worker cooperatives group in terms of
annual turnover (14.4 billion US$ in 2018, with about 81 ooo employees).3 It is
the tenth-largest company in Spain and the leading one in the Basque region.
The group’s cooperatives operate throughout the world, with 141 production
plants in 37 countries, commercial business in 53, and sales in more than 150
countries.*

From the extensive literature on Mondragon that I have seen, it seems that
all the cooperatives’ characteristics listed in Section 2.3 (Pérotin, 2012, 2014)
generally also apply to the Mondragon cooperatives—and I will not repeat
these below.

My general approach in most of Sections 4—7 is to start by presenting quanti-
tative information in the form of graphs and tables as based on the Mondragon
Annual Reports 1998—2019 (from 2010 onwards the amount of information in
these reports decreases). The outline is restricted to observations (indirect
ones based on the Mondragon annual reports and the literature that I have
seen), without normative judgements.

I will not go into the early history of Mondragon, and merely note that its
first cooperative was founded in 1956 (see further Mondragon n.d.a,b, and for
example Bretos et al., 2020: pp. 444—448, extending to the period after 2005 on
PPp- 448-451; a more brief account is Barandiaran and Lezaun, 2017: pp. 280—
282). The core Section 7 focuses on Mondragon’s way of employment in face of
globalising capitalism’s competition (2001—2019). To put this into perspective,
three brief sections set out Mondragon’s general principles and its governance
and remuneration structure (Section 4), its 1983—2019 general employment
record as compared with that of Spain and the aggregate of OECD countries
(Section 5), and an overview of its employment and sales by the Mondragon
division (Section 6).

When below I use the term ‘cooperative(s)’ without adjective, this refers to
‘worker cooperative(s).

3 See1ca and Eurice (2021: 62), which is about the world’s top 300 cooperatives. (The worker-
owned enterprise John Lewis Partnership pLc (UK) ranks second.)
4 https://www.mondragon-corporation.com/en/about-us/ (accessed 15 May 2021).
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4 Mondragon’s General Principles and Its Governance and
Remuneration Structure

41 The Ten 1987 Principles of Mondragon

AtMondragon’s Cooperative Congress of 1987 the federation’s ‘basic principles’

were approved.® Below these are taken over from Barandiaran and Lezaun

(2017: pp. 281282, with some textual changes):

1. Free membership: For cooperatives that want to be part of Mondragon
there are no barriers to membership, provided they respect its basic
principles;

2. Democratic organisation: Equality of worker-members, expressed in the
election of the cooperative’s representative bodies (one member, one
vote);

3. Sovereignty of labour: Labour is the transformative factor in society and
in human beings and is therefore the basis for the distribution of wealth;

4.  The instrumental and subordinated character of capital: Capital is an
instrument, and should be subordinated to labour;

5.  Self-management: Worker-members should be provided with oppor-
tunities and mechanisms to participate in the management of the
cooperative;

6.  Pay solidarity: A fair and equitable return for labour;

Inter-cooperation: A commitment to cooperation among the individual
cooperatives;

8.  Social transformation: A commitment to transform society by pursuing a
future of liberty, justice, and solidarity;

9.  Universalism: The Mondragon constellation is part of the broader pur-
suit of peace, justice, and development of the international cooperative
movement;

10. Education: A commitment to dedicate the necessary human and eco-
nomic resources to cooperative education.

Barandiaran and Lezaun (2017: p. 282) remark that ‘while the founding gen-

eration saw these ten principles as the enunciation of a lived experience of

cooperative life, younger cohorts of worker-members increasingly treat them
as part of Mondragon'’s corporate self- presentation’.

4.2 The Governance Structure of the Mondragon Cooperatives
Mondragon consists of about 100 individual worker-owned cooperatives
(recent years) and an umbrella organisation which is also a cooperative, the

5 Mondragon (n.d.a,b), history.
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General Assembly of worker-members (GA)
supreme body; one member one vote
competences:
[ formulation of the cooperative’s strategy?;.
0 election of the three bodies below?

te te
Governing Council (GC) Social Council (SC)
0 worker-members elected by the GA; 0 worker-members elected by the GA;
0 the standing governing body of the coop; 0 represents the interests of coop members
0 makes important decisions in consultation as employees.
with the SC (see right-hand side).
tasks: tasks/competences:
0 overseeing the ful filment of the policies [ consultative body for the GC;
agreed by the GA; 0 counterbalances the managerial focus of
0 selection and appointment of the the GC and the MC.
management. (The SC’s strength varies per cooperative.)
la
Management council (MC)
(multi-person body; for small coops one
general manager)
0 in many cases recruited from an external
(sometimes non-cooperative) institution.
le
Monitoring Committee

supervisory body; tasks: arbitration and auditing

a Every significant strategic or social issue — such as an acquisition, extended work hours, or a salary

reduction in an economic downturn — must be voted on in the General Assembly’ (White, 2015: p. 2).
b ‘With the exception of the most senior executive position, all the other members of these bodies are

elected on an unpaid basis and for a specific term of office’ (Mondragon 2009: 53).
Source: Compiled on the basis of Mondragon, Annual Report 2009, p. 53, and Barandiaran and
Lezaun 2017: 283.

FIGURE1  The organisational structure of individual Mondragon cooperatives ({e stands for
elect; {a stands for appoint)

individual cooperatives being its members. Formally, this umbrella organisa-
tion has the somewhat confusing name of ‘Mondragon Corporation’. Following
Ugarte, the former president of Mondragon International, I will often use the
term ‘Mondragon federation’ (White, 2015).

Each individual cooperative is an autonomous and legally independent
entity; its membership of the Mondragon federation is a voluntary choice.
Worker-members of individual cooperatives create the entity, or join it, by con-
tributing an amount of capital. The amount of contribution is decided by each
cooperative’s General Assembly and it varies by cooperative. Figures 1 and 2
set out the organisational template for the individual Mondragon cooperatives
and the Mondragon federation.
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Mondragon Corporation

Sector groups of individual coops

Cooperative Congress (CC)

0 body that ultimately decides on the
Mondragon policy;

0 meets at least once every four years;

0 the 650 delegates to the CC are chosen by
the members of the individual cooperatives.

An individual cooperative’s
membership of Mondragon is a
voluntary choice; it is also free to quit.

The Governing councils of individual
coops (Figure 1) elect a ‘sector council’
(sectors such as construction, industrial

automation or retail).
e

Sector councils
0 joint councils elect SCM members (at
least 50%) and appoint other members.

Standing Committee of Mondragon  (SCM)t | «e

0 oversees the implementation of the policies
agreed by the Congress;

0 appoints the council below.

Sector groups are organised in four
divisions (finance, industry, retail,
knowledge).

‘a
Mondragon General Council
0 executive body of Mondragon;
0 consists of a president, vice-presidents
representing the divisions, and managing
directors.

ta
Operational Management

21n 2019 it had 19 voting members (Mondragon Annual Report, 2019: p. 8).

" The councils also appoint a management of the sector group (manages central services for a group).
Source: Compiled from Mondragon, Annual Report (2009: p. 52), Barandiaran and Lezaun (2017:p. 283)
and Surroca et al. (2006: p. 8).

FIGURE 2 Main organisational structure of the Mondragon Corporation (from 1991) (Ve
stands for elect; Va stands for appoint)
4.3 Salary Differences, Paid-In Capital, and Inter-Cooperative Solidarity

Funds
The first three points below regard worker-members of the Mondragon cooper-
atives (§6 expands on non-members). As in most of the Mondragon sections, I
begin with information from inside Mondragon. The information below is from
a 2015 interview with Josu Ugarte, then president of Mondragon International
(Pizzigati, 2015).
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— The maximum salary differences within the individual Mondragon coop-
eratives amount to 1:6° (for the corporations listed in the Spanish 1BEX 35
stock market index the average compensation difference is 1:105 (around
2015)).

— The lowest paid Mondragon associate makes in 2015 about €28 000 (in 2015
this was three times the Spanish minimum wage).”

— The maximum compensation difference between cooperatives is 38%. This
implies that between cooperatives the compensation difference for a top
manager cannot exceed 38%.

Interviewer: ‘So where do your executives come from?’ Ugarte: ‘we give a
lot of training for our people ... In this environment, we get all our exec-
utives from inside. We promote from within.8 We have more than 100
Mon\dragon cooperative companies and over 240 associated entities,
so we have a lot of opportunities in different companies to promote. We
have many people moving inside Mondragon'. Interviewer: ‘Mondragon
operates within a globalized world economy. What would happen if exec-
utives within Mondragon started arguing that your enterprise could no
longer be globally competitive with a one-to-six pay gap? Ugarte: ‘To
modify the gap would take a vote in the General Assembly, our coopera-
tive’s congress. So it would not be easy to have the congress of Mondragon
approving this kind of modification’.

— To become an associate of a cooperative, a worker-member has to pay in
capital. ‘We are all owners. As cooperativists, we all have capital, equity, in
our company. This equity starts now with €15 ooo (2015)’ Cooperatives allow
this sum to be paid in 24 monthly instalments from the worker’s salary.® ‘This
equity grows over time, as our enterprises within Mondragon have profits.
So we have, in effect, three kinds of income at Mondragon: our salaries, the

6 According to Barandiaran and Lezaun (2017: p. 284), the maximum ratio is 91 in gross terms,
the after-tax ratio being close to 1:6.5. According to Herrera (2004: p. 7), the before-tax ratios
range from 3:1 to 91 in different cooperatives and average 5:1. Flecha and Santa Cruz (2011
p- 161) write: ‘Currently, the top salary at Mc is six times that of the lowest worker, except
that a few CEO s may earn up to g times the salary of the ordinary worker. At most of the
cooperatives the ratio is far lower’. Arando et al. (2011: pp. 30-31) write that from 2002 the
maximum ratio is 8.9:1, but that most cooperatives maintain 5:1 as a maximum.

7 In 2015 the Spanish annual minimum wage stood at €9080 (https://www.citizensadvice.org.
es/faq/minimum-wage-for-2015-2016-2017-2018-2019-2020/ ).

8 See also Arando et al. (2011: pp. 35-37). However, Bretos et al. (2019b: p. 13) mention that
from about 1990 onwards, ‘many Mondragon cooperatives have hired external managers
who are more committed to efficiency than to the cooperative culture and social objectives’

9 These contributions are decided on by a cooperative’s General Assembly and vary by
cooperative.
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growth in our equity in the company, and the interest Mondragon pays on
that equity’.1°
The next information is similarly from a 2015 interview with Josu Ugarte
(White, 2015).

— A quarter of the profits of each member-cooperative is used to support
the well-being of the entire Mondragon federation. Of which three fifths
is used to compensate losses experienced by other members, one fifth is
used to support innovation by funding technology centres and university
education, and one fifth supports an Investment Fund that helps members
to internationalise their business. (The technology centres operate as coop-
eratives and help members to compete in an increasingly technology-driven
global economy.) Between cooperatives there is a commitment to employ-
ment relocation in case a cooperative goes bankrupt.!L,12

5 Comparative Employment Record of Mondragon, Spain, and the
Aggregate of OECD Countries: 1983—2019

Mondragon is organised in four main divisions: industry, retail, finance, and
knowledge. Qua employment, the first two are the major ones (in 2019 together
comprising 96% of the total). Many industrial cooperatives encompass pro-
duction plants abroad (Section 6), which has gradually increased from 198g.

To put the next sections in perspective, Table 4 and Figure 3 present
Mondragon’s total employment and its Spanish employment, in comparison
with the employment of Spain and the aggregate of OECD countries, for the
period 1983—2019.

Thus, whereas in the period 1983—2019 the Mondragon employment in Spain
outran that of Spain by a factor of 3.4, it outran that of the 0OECD countries by
a factor of 6.3.

Comparatively this is rather successful. Mondragon also created employ-
ment abroad (Table 4, row 1 minus row 2), but to an unknown extent this also
applies to Spain and the other OECD countries.

10 When a worker-member retires, the nominal value of the capital paid in is reimbursed.

11 On the ‘profit pooling’ and the employment relocation, see also Arando et al. (2011: pp.
33-35).

12 Next to the profit allocation above, there are also general rules for the allocation of the
remaining part of profits within individual cooperatives—the largest part of these profits
stays in the cooperatives (see Flecha and Santa Cruz, 201: p. 160).
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TABLE 4 Employment of Mondragon, Spain, and the aggregate of OECD countries: growth

1983—2019
1983 2019 Growth
1 Mondragon total employment 18 744 81 507 335%
2 Mondragon employment in Spain? 18744 67 052 258%
3 Employment Spain (x1000) 11 323 19 779 75%
4 Employment OECD countries (x1000)> 316 570 447 623 41%

2 In 1983 all Mondragon employment was employment in Spain. Mondragon’s first production
plant abroad dates from 1989 (Luzarraga, 2008: p. 82). In 1995 there were five plants abroad
(Errasti et al., 2003: p. 558) and towards 2019 their number had grown to 141. In 2019 82% of the
total Mondragon employment is employment in Spain.

b Regarding the 21 countries that were 0OECD members in 1983, and for which oEcD data

are available for the full period. These 21 countries are: Australia, Austria, Belgium, Canada,
Denmark, Finland, France, Germany, Greece, Iceland, Ireland, Italy, Japan, The Netherlands,
New Zealand, Norway, Portugal, Spain, Sweden, UK and USA. For individual countries the
growth percentages range from 8% (Finland) to 113% (New Zealand), Spain ranks in the top 6
with 75%. The countries that were members in 1983 but for which early data are missing are
Luxembourg, Switzerland and Turkey.

SOURCES: COLUMNS 1983 AND 2019, ROWS 1-2: COMPILED FROM MONDRAGON (1998—
2019); ROWS 3—4: OECD STATISTICS (LABOUR/LABOUR FORCE STATISTICS/ANNUAL LFS/
SUMMARY TABLES/EMPLOYMENT, AVAILABLE ONLINE AT https://stats.oecd.org/ (ACCESSED
13 MAY 2021)).

Figure 3 shows the development of Mondragon’s employment from 1983,
together with Spain’s employment calibrated on 1983.13

It can be seen from Figure 3 that, compared to Spain, Mondragon took
longer to recover from the international banking crisis and its aftermath,
which has to do with the different sector composition of the Spanish economy
and Mondragon (see the first sentence of the current section).

13 The first Mondragon cooperative was founded in 1956 and in 1968 the group’s then existing
cooperatives encompassed about 6000 worker-members (Mondragon n.d., history).
Thomas and Logan (1982: pp. 46—47) provide data on the employment in industrial
cooperatives in the period 1956-1977.
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FIGURE 3  Total and Spanish employment in Mondragon, in comparison with that of Spain:

1983—2019. The total Mondragon employment includes employment abroad. The
dotted line shows the total minus the industrial employment abroad. Note that
because the scale of Spain’s employment is 1000 times larger than Mondragon’s,
Spain’s variations are less visible.
SOURCES: EMPLOYMENT MONDRAGON: COMPILED FROM MONDRAGON 1998—
2019; ANNUAL REPORTS. DATA FROM BEFORE 1998 WERE COLLECTED FROM
THESE REPORTS WHEN THEY WERE GIVEN, WHENCE BEFORE 1998 THERE ARE
SOME DATA GAPS. EMPLOYMENT SPAIN: OECD STATISTICS (AS FOR TABLE 4).

6 Mondragon’s Employment and Sales by Division: General Overview
1996—2019

The period considered in this section and the next is marked by two issues.
First, a moderate recession in 2001—2002 and the banking crisis-induced ‘great
recession’ of 2008—2013, which in many European countries (including Spain)
moved over to a sovereign debt crisis (2014-2016) with a recessive government
expenditure cutback that resulted in a continuation of the downturn in sales
and employment (it will be seen in Section 7 why the sales of the retail divi-
sion slugged beyond this period). Second, an increasing internationalisation of
Mondragon’s industrial division that will be amplified on below.

The current section provides a general overview of the employment and sales
during 1996—2019. The next section treats details of the types of employment.

6.1 Mondragon’s Employment by Division 1996—2019

As indicated above (Section 4), Mondragon is organised in four divisions:
industry, retail, finance, and knowledge. The financial division includes bank-
ing, insurance, and social security, and the knowledge division includes tech-
nology centres as well as other knowledge-related cooperatives including a
university—this last one is also indicated as the corporate division.
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FIGURE 4 Employment in Mondragon Corporation by divisions 1996—2019.
SOURCE: COMPILED FROM THE ANNUAL REPORTS MONDRAGON CORPORATION
1996—2019. THE FIGURES FOR THE FINANCIAL AND CORPORATE DIVISIONS
ARE DERIVED (TOTAL MINUS RETAIL AND INDUSTRIAL). THE FIGURE FOR THE

RETAIL DIVISION 2016 HAS BEEN INTERPOLATED BECAUSE FOR THAT YEAR
THE ANNUAL REPORT PROVIDES NO DATUM.

Figure 4 shows the course of Mondragon employment during 1996—2019. The
top line (total employment) is the sum of the three bottom lines (divisions).

6.2 Mondragon’s Industrial and Retail Sales 1996—2019

This subsection provides information on the sales of Mondragon’s retail and
industrial divisions. Figures 5 and 6 show their sales from 19962019, focusing
especially on the international sales, which in the Mondragon annual reports
includes not only exports but also sales by subsidiaries abroad.'* Throughout
this period many of the industrial cooperatives increasingly opened subsidiary
production plants abroad.

As for Figure 4 (employment), the post-2007 period shown in Figure 5
reflects the aftermath of the international banking crisis and the sovereign
debt crisis.

Figure 6 shows that from 1996—2019 Mondragon’s proportion of the indus-
trial international sales (exports, and sales of subsidiaries abroad) in the total
industrial sales increases considerably. For exports this trend set in during the
run-up to Spain’s accession to the European Union (at the time the ‘European
Economic Community’) in 1986; foreign subsidiaries were opened from 1989.

The Mondragon annual reports provide alas no separate information on the
amount of sales (or employment) by cooperatives, as distinct from their sub-
sidiaries. Table 5 gives all the available information in the annual reports on the

14  See, e.g, the annual report 1998: p. 17.
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Mondragon’s retail and industrial sales (with the latter’s share of international
sales) 1996—2019. * Industrial international sales regard exports plus sales generated
from production plants abroad.

SOURCE: SEE FIGURE 4.
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Mondragon’s industrial international sales proportions 1996-2019.

SOURCE: COMPILED FROM THE ANNUAL REPORTS MONDRAGON CORPORATION
1998—2019. DATA FOR 1996—1997 ARE FROM THE 1998 REPORT. FOR THE YEAR
2007 1 USED THE DATA AS REVISED IN THE ANNUAL REPORT OF 2008.

Mondragon cooperatives and subsidiaries (the 2016—2019 reports
information on this). Foreign subsidiaries (column 3) regard mainly

industrial production plants.!’> Home subsidiaries regard mainly retail entities.

Table 5 shows that from 1998—2015 the number of production plants abroad
(subsidiaries) increased by a factor of 13 (from 17 to 128), exceeding the total
number of cooperatives (industry and retail) from 2013. The table also shows,
perhaps more remarkably, the large number of subsidiaries in Spain (column 2

15  In 2012—the last year for which this information is available—the retail division had no
subsidiaries abroad; some time earlier, it had 22 establishments in France.
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TABLE 5 Number of Mondragon cooperatives and subsidiaries 1998—2015
Cooperatives Subsidiaries
Total Production Proportion Proportion
national and plants  foreign over total over no.
international*  abroad total cooperatives

1998 b 17¢

1999 23
2000 26

2001 34
2002
2003 38
2004 48

2005 108 138 57 71% 128%
2006 107 126 65 52% 118%
2007 106 136 69 51% 128%
2008 106 129 73 57% 122%
2009 75

2010 77

2011 m 143 94 66% 129%
2012 110 147 105 71% 134%
2013 103 122

2014 103 125

2015 1014 128

2020 96 141

a Some of the national subsidiaries are ‘mixed cooperatives'—see Flecha and Ngai (2014:

pp- 673—-676) and Bretos et al. (2019a: p. 16). A ‘mixed cooperative’ is in principle self-govern-
ing, but the parent cooperative is a shareholder (which should safeguard its original financial
investment).

b Luzarraga (2008: p. 144) mentions that 14 industrial cooperatives were founded during
1956-66, and 8o during 1965-1983.

¢ Mondragon’s first production plant abroad dates from 1989 (Luzarraga, 2008: p. 82). In 1995
there were five (Errasti et al., 2003: p. 558).

d Bretos and Errasti (2018: p. 5) mention that in 2015 the industrial division alone consisted of
68 cooperatives of which about half controlled a total of 128 subsidiaries abroad, all of which
are non-cooperative entities. Bretos et al., (2019a: p. 7) indicate for the year 2016 the same num-
ber of industrial cooperatives as controlling 140 subsidiaries abroad.

SOURCES: 1998—2015: COMPILED FROM THE ANNUAL REPORTS MONDRAGON CORPORA-
TION 1998—2015 (NO INFORMATION FOR 2016—2019); 2020: MONDRAGON (n.d.a).
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minus column 3), a large amount of which are subsidiaries of the retail coop-
erative Eroski.'6

Regarding the number of cooperatives in column 1: one main cooperative
went bankrupt—Fagor Electrodomésticos in 2013; other declines in the num-
ber may result from mergers between cooperatives, or from cooperatives leav-
ing Mondragon. Errasti et al. (2017: p. 4) mention that prior to the Fagor case,
the Mondragon group ‘had an excellent survival record of firms with practi-
cally no demise’

7 Mondragon’s Way of Employment in Face of Globalising
Capitalism’s Competition: 2001—2019

This section—the core one of the article—returns to the Mondragon employ-

ment. Its focus is quantitative, complemented by qualitative information from

the literature. As before, the quantitative information is mainly based on the

Mondragon annual reports. Although in terms of employment (and most of

the time also in terms of sales) the retail and industry divisions are roughly

the same size, for reasons unknown to me the reports devote relatively minor

space to the retail division—also regarding data. The section is comprised of

four subsections:

7.1 Types of employment in the Mondragon entities;

7.2. Retail cooperatives: worker-members and other employment;

7.3. Industrial cooperatives: worker-members and other employment;

7.4. Comparative employment record of Mondragon, Spain, and the aggre-
gate of OECD countries: 2001-2019.

7.1 Types of Employment in the Mondragon Entities

As an introduction to, and organising framework for, the remainder of this
section, Table 6 outlines Mondragon’s main legal entities and their types of
employment. The legal entities range from ‘straight worker-owned coopera-
tives’ and ‘hybrid cooperatives’ to ‘non-cooperative subsidiaries’ The types of
employment range from those of ‘worker-members’ to various kinds of ‘tem-
porary employment’.

16  In 2019 the number of its subsidiaries amounted to 27 (Eroski Group, 2020: p. 15). In that
year the group encompassed 36% of the total Mondragon employment (by comparison:
this is as much as 74% of the employment of the national and international industry
division).
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Main Mondragon legal entities and their types of employment?

Employment by
legal entity

Possible types of employment

Full or partially worker-owned

Subs.

Ownership Voluntary Aspirant

related:
worker-
members

non-

members

Temporary Other Fixed or
worker-  temporary tem-
members employ- porary
on mentby employ-
probation ment by

subsidi-

worker-
members

coopera-
tives
aries

WCs (straight) and
hybrid cooperatives

1 Straight worker-  x
owned
cooperatives (WCs)

2 Hybrid worker- X
and consumer-
owned coopera-
tives: applies to
most of the retail
division

3 Hybrid worker- X
owned cooperative:
mixed parent wc-
owned and local
worker-owned
Subsidiaries of wcs

4 Partial subsidiary:
mixed ownership
by parent wc
and other (non-
worker) co-owning
financiers

5 Full subsidiary:
parent wc-owned

6 Full subsidiary
variant: idem, with
local workers’
participation in the
management

2 Rows 2 and 3 show the main cooperative mixtures.

SOURCE: COMPILED ON BASIS OF THE REFERENCES MENTIONED IN THE REMARKS IN THE

TEXT.

Downloaded from Brill.com 02/08/2024 07:56:04PM

JOURNAL OF LABOR AI\GB g;be&IAﬁ%%saGT&(s)zigs)aéwg%p_e§7aé:cess article distributed under the terms

of the CC BY 4.0 license.
https://creativecommons.org/licenses/by/4.0/



https://creativecommons.org/licenses/by/4.0/

356 REUTEN

— Row 1. Straight worker-owned cooperatives (WcCs): Applies (towards 2019)
only to cooperatives in Spain.

— Row 2. Hybrid worker- and consumer-owned cooperatives: Applies to the
major part of the retail division (Spain), specifically to the Eroski Group,
which in 2019 together with its subsidiaries employed 36% of the total
Mondragon employment (Eroski Group, 2020: pp. 11 and 15).

— Row 3. Hybrid worker-owned cooperatives: Mixed parent wc-owned and
local worker-owned. Applies currently only to (part of the) cooperatives
in Spain. These mixed cooperatives are in principle self-governing, but the
parent cooperative is a shareholder—which should safeguard its original
financial investment (Flecha and Ngai, 2014: pp 673-676).17

— Row 4. Partial subsidiary: Mixed ownership by parent wc and other (non-
worker) co-owning financiers. These co-financiers can also be (non-parent)
other Mondragon cooperatives. Applies to domestic subsidiaries, though
currently mainly to industrial subsidiaries abroad (Arando et al., 2011: pp.
28-29).

— Row 5. Full subsidiary: parent wc-owned: Applies to domestic subsidiaries,
though from about 2011 predominantly to industrial subsidiaries abroad.

— Row 6. Full subsidiary: parent wc-owned: Variant with local workers’ par-
ticipation in the management. Regards domestic and foreign subsidiaries,
in application of Mondragon’s ‘corporate management model’ (Flecha and
Ngai, 2014: pp 676-678; regarding foreign subsidiaries, see also Bretos and
Errasti, 2018: p. 10).

— Column 1. Ownership related: worker-members: The next two subsections
(7.2 and 7.3) elaborate on the proportion of worker-members.

— Column 2. Voluntary non-members: Workers may refrain from membership
in face of the capital to be paid in, and other cooperative duties such as
payment reduction in an economic downturn. Fixed contracts for these
non-members are not excluded (this is practiced in especially the retail
division).

— Column 3. Aspirant worker-members on probation: This is a functional type
of employment, as aspirant worker-members have to fit the collaborative
and governance culture of the regarding cooperative (mentioned by Flecha
and Santa Cruz, 2o11: p. 161; see also Arando et al., 2015: pp. 6—7). In periods
of considerable employment growth (such as from 1999—2007) this category
will be substantial.

17 The authors remark that ‘the creation of mixed cooperatives brings the Mondragon
cooperatives closer to their aim of not only expanding their economic activities but also
their cooperativist values and culture’ (Flecha and Ngai, 2014: p. 674).

Downloaded from Brill.com 02/08/2024 07:56:04PM
Ve O OURNAL OF LaBO AN SOCIETY B6'(2023) 3560475 Lo

https://creativecommons.org/licenses/by/4.0/



https://creativecommons.org/licenses/by/4.0/

THE MONDRAGON WORKER COOPERATIVES 357

— Column 4. Temporary worker-members: This category was created in 1993.
The duration of this membership is a maximum of five years, and no more
than 20% of a cooperative’s full membership can consist of temporary
members. These enjoy most of the same rights as full members (they share
in surpluses based on the individual’s salary, and may vote for and can serve
on elected bodies)—their membership fee is 10% of the full membership
fee. However, they do not have job security (Arando et al., 2011: p. 32; Flecha
and Santa Cruz, 2011: p. 161).

— Column 5. Other temporary employment by cooperatives (mentioned by,
e.g., Barandiaran and Lezaun, 2017: p. 287): This category, and the following
one, has evoked critical attention from inside Mondragon!® and from other
commentators.'¥

— Column 6. Fixed or temporary employment by subsidiaries: There is an
enormous amount of literature on this category. Some of it will be referred
to in the next two subsections.

Generally, a handicap for the current section is that on the column catego-
ries above, ‘precise longitudinal data are hard to come by’ (Arando et al., 2011:
p-17).

The following two subsections take the retail and industrial cooperatives
separately. On the two together, the authors just quoted mention that by 1990
non-member workers in cooperatives comprised 10% of the total (Arando et
al,, 2011: p. 18), and that, at least by 2011, these ‘receive an annual profit share
of, at a minimum, 25% of the share a worker-member at the same pay grade
would receive’ (Arando et al., 2o11: p. 18).

7.2 Retail Cooperatives: Worker-Members and Other Employment

Mondragon’s retail division consists of two cooperative groups: the Erkop
Group and the Eroski Group.2? In face of the available data I focus below on
the latter, which in 2019 encompasses about 75% of this division’s employ-
ment. Herewith Eroski is the largest cooperative group of Mondragon in toto
(in 2019 it employed 36% of Mondragon’s total employment). In Deloitte’s
world top 250 largest retailers it ranks 193rd with a revenue of $5.3 billion in

18 Referred to by, among others, Arando et al. (2o11: pp. 18-19).

19 See the references by Heras-Saizarbitoria (2014:p. 4), and more recently Kasmir
(2016a,b)—see also the comment on Kasimir (2016b) by Santa Cruz and Alonso (2016).

20 In the academic literature that I have seen, there is hardly any information on the
Erkop Group apart from that it operates in the agri-food and services sectors. Its website
mentions that it encompasses four cooperatives with a total employment of 9500 persons
(https://erkop.coop/ (accessed 20 February 2021)).
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2018 (Deloitte, 2020: p. 19).2! Eroski is a hybrid worker- and consumer-owned
cooperative.22 Its Governing Council is made up of 12 members elected by the
General Assembly; half of these come from the group of consumer-members,
and the other half from the group of employees. The General Assembly is
composed jointly by 250 Consumer Partner representatives and 250 Employee
Partner representatives (Eroski Group, 2020: p. 26).

Whereas the Mondragon annual reports from 2006 present information
on the percentage of cooperative worker-members of the industrial division
(see Section 7.3), the information on worker-members in cooperatives of the
retail division is scarce. For this division only four data on the proportion of
worker-members are provided (2002 and 2003 each 41%; and 37% in 2005; for
2013 there is one datum on the Eroski group: 34%).

Figure 7 presents—based on other sources—information on the propor-
tion of worker-members in Eroski’s total employment. The incomplete top
line of this figure is the sum of the two bottom lines (also incomplete). Before
commenting on these, it is relevant to note first that the Eroski Group was
heavily hit by the 2007—2008 banking crisis and its aftermath (that applies to
most enterprises) especially because of its enormous amount of debt-financed
acquisitions just prior to it—the burden of which required 15 years of contin-
uous restructuring (reflected in the employment downfall shown in the blue
columns of the figure).23

Along with the mentioned acquisitions (mainly non-cooperative subsidi-
aries) the proportion of the worker-members dropped from 41% in 2005 to
26% in 2008—see the top line. The acquisitions accelerated in 2007-2008,
but had continuously moved up in the period before it—see the blue columns
2000—2006. Arando et al. (2011: p. 19) mention that the acquisitions (starting
in the 1990s) were a ‘response to competitive pressures, especially from large
French chains), whence ‘the need to expand quickly and substantially ... was
pressing’, and that ‘Eroski felt it was potentially too slow, risky, and complicated
to expand by using cooperative legal structures’.

Next to the regular (full) worker-owners/members of its cooperatives (the
dotted line in Figure 7), Eroski established in the late 1990s a voluntary, partial

21 In that year it ranked as the 5th largest retailer in Spain. In 2009 it was the 3rd largest in
Spain, with a 76th place on the Deloitte ranking (Arando et al., 2o11: p. 9).

22 Though it tends to advertise itself as a consumer cooperative. Which is not odd given that
(in 2019) it had next to 9258 ‘Employee Partners), 1 228 830 ‘Consumer Partners’ (Eroski
Group, 2020: p. 24).

23 The debt finance was in 2019 still a big problem. The Eroski annual report 2019 (p. 22)
mentions ‘a restructuring agreement for its financial debt to banks’ giving ‘financial
coverage until 2024 ... without the obligation to make divestments'
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FIGURE 7  Proportion of worker-members in the retail division employment: Eroski Group,

2000—2019.

SOURCES: 2000—2011: STOREY ET AL. (2014: p. 12); 2015—2019: EROSKI GROUP

(2020).24

employee-ownership structure—called GESPA (see the bottom line of the
figure)—aiming for these to become full members at a later stage (Arando
et al,, 2o11: p. 20).25 The year 2017 was the last time that in the Eroski annual

reports the GESPA category was mentioned (with a minor number of 486),

which—given the worker-member percentages of the (broken) top line of

Figure 7—probably means that the former part

ial members have become full

members (as was the intention). Flecha and Ngai (2014: p. 676) mention that in

face of concern about worker participation in its subsidiaries, it was decided at

the group’s ‘General Assembly in 2009, by a vote of 77.5%, to offer all workers

at its related capitalist companies (subsidiaries) the opportunity to become

e total employment (columns) with

those of the total retail division as stated in the mondragon annual reports (in FTE), it

r than fte (for a number of years, e.g,,

2008 (storey et al., 2014: p. 29), the mondragon reports provide both data, each for eroski
and erkop separately). supposing that the storey et al. (2014) membership data are also in

24  After comparing the storey et al. (2014) data for th
seems that the storey et al. data are in ‘persons’ rathe
persons, this may not affect the membership percent
the mondragon annual report.

25

ages very much. the 2013 data is from

Arando et al. (2015: pp. 8-9) mention that the (non-full) GEspA members require a

membership capital stake that is about half as large as in a cooperative; this represents
about 25% of the average annual earnings for workers in a GEspA store. They also
mention that ‘membership in GESPA, as with membership in cooperatives, provides what
is effectively 100% job security—no GESpPA members have ever been laid off, and in the

few instances of GESPA store closures, members have always been offered alternative

employment nearby’.
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worker-owners in mixed cooperatives’ (according to the annual report from
2019, all the Eroski cooperatives are mixed worker-consumer cooperatives).

I consider that this opportunity for all workers to become worker-owners in
the mixed cooperatives is an important principle, one that does not apply to
much of the industrial division. Nevertheless the current worker-member per-
centage of just over 30% seems very low. This may have to do with the branch
and with the capital that full members have to pay-in (which in 2009 amounted
to about 30% of the average annual remuneration in an Eroski store; Arando
etal, 2015: 7). But even if the latter were no hindrance, given that Eroski allows
the capital to be paid in five-year instalments, general risk aversion—including
possible wage decreases for members amid an economic downturn—might be
a hindrance.

Finally, I mention from the annual report 2019 that 76% of the employees
had a permanent contract; the salary range of the group was 1:8.2; the min-
imum salary was 8.6% higher than the minimum inter-professional salary
in Spain; and there is no salary difference between men and women (Eroski
Group, 2020: pp. 56—59 and 64—65).

7.3 Industrial Cooperatives: Worker-Members and Other Employment

In 1989 two of Mondragon’s industrial cooperatives started to locate produc-
tion abroad and since then their number and the number of foreign locations
has steadily increased (Section 6.2, Table 5, column 3). Before getting to the
proportion of worker-members in the industrial cooperatives, some prepara-
tory information is provided.

7.31 National and International Employment of the Industry Division
Figure 8 shows the national and international employment of Mondragon’s
industry division from 2001-2019. The reason why this figure does not (and
cannot) provide information on employment within industrial cooperatives
will be explained later.

From the percentages at the bottom of Figure 8 we see that in 2006 and
2007, just prior to the banking-induced recession, the international industrial
employment share stood at 37% (minus 63%). During the recession period it
increased to a maximum of 40% (2om1). From 20172019 it is back to the 37%
level. Thus, in a way the international subsidiaries modified the recession’s
employment downturn for Mondragon as a whole (there are quite a few sub-
sidiaries in countries that were not/less hit by the banking crisis)—at least
until 2013. From 2007 to 2013 the industrial employment abroad dropped from
16 580 to 11 012 (minus 34%). In the same period home employment dropped
from 27 700 to 19 889 (minus 28%).
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FIGURE 8 National and international employment of Mondragon’s industry division 2001
2019. Note on ‘Industrial employment abroad’ These data are available for 2012—
2019. However, for 2001—2011 there are data on the total employment abroad. I have
used these as a proxy for the industrial employment because the foreign retail
employment is relatively minor.26
SOURCE: COMPILED FROM THE ANNUAL REPORTS MONDRAGON CORPORATION
2001-2019. THE DATA FOR THE YEAR 2007 ARE THOSE AS REVISED IN THE
ANNUAL REPORT OF 2008.

7.3.2 International Employment Strategy in Face of Economic
Globalisation

The total industrial employment increased by 45% from 2001 to 2019. In the
same period the national Mondragon industrial employment increased by
8%, and the international employment more than tripled (growth 240%).
These figures reveal the employment strategy in this period by about half of
the industrial cooperatives, that is, to found or acquire subsidiary companies
abroad, with the intention of maintaining the home cooperative employ-
ment. This strategy was quite independent of the ‘great recession), as can be
seen from the run-up to the foreign top employment in 2007 (16 580 work-
ers). It was rather the general response—from the last decade of the twenti-
eth century—of multi-nationalising cooperatives to international competitive
pressures in face of economic globalisation.?? Ugarte, the former president of

26 Moreover, I have adopted the information by Bretos and Errasti (2018: 5) that there are
no Mondragon cooperatives abroad (only subsidiaries). However, at least in the annual
reports this is never explicitly stated (nor denied).

27  Two cooperatives multi-nationalised in 1989, and in 2006 their number had grown to 25
(Luzarraga, 2008: pp. 81—2). In 2015 ‘about 30 industrial co-ops (out of a total of 68) are
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Mondragon International, remarks on it in a 2015 interview: ‘We have com-
pared our companies that invest abroad with the companies that stayed in
the Basque country. Our multi-localised companies increased all their figures,
and the companies that did not multi-localize lost employment at home’.28,29
When asked about the salaries of these workers abroad, Ugarte replies: ‘For
the worker salaries, we pay higher than the local society norm. We always pay
higher than the prevailing wage’ (interview in Pizzigati, 2015: p. 4).

The objective of the Mondragon international employment in service
of the parent cooperatives’ employment is often stated as a distinguishing
characteristic in comparison with multi-nationalising mainstream capitalist
enterprises—the latter being indifferent as to where workers produce the sur-
plus that capital owners appropriate. Obviously, worker-owners of coopera-
tives are not indifferent, as relocation would affect their job (the same applies
for workers in mainstream enterprises, but they do not decide).

Ugarte: ‘Employment creation and preservation, at whatever scale, is deeply
embedded in the culture of coops. When workers are owners, closure of any
operation—even one with limited profitability—is a last resort, pursued only
when a facility endangers the survival of the larger enterprise. ... When oppor-
tunities arise in another country, Mondragon’s strategy is not to relocate an
existing facility there, but, instead, to maintain the Spanish operation and to
acquire or build a new facility abroad. This is quite different from the behav-
iour of US and UK companies, for example, which have been moving domes-
tic operations overseas for decades’ (interview in White, 2015: pp. 3—4). Errasti
et al. (2017: p. 8) confirm that for the most part only production that was no
longer profitable or feasible in the parent cooperative was transferred to foreign
subsidiaries. Similarly, Bretos and Erasti (2018: p. 8) indicate that ‘unlike the
offshoring model practiced by many capitalist multinationals, the Mondragon
cooperatives have expanded ... [in] new emerging markets, without that mean-
ing the closure of plants and the destruction of jobs in the Basque Country’.
On this multi-national employment strategy, see also: Luzarraga (2008:

multinational companies that control 128 productive subsidiaries abroad, all of which are
non-cooperative firms’ (Bretos and Errasti, 2018: p. 5).

28 Flecha and Ngai (2014: p. 670) mention that between the periods 1990-1995 and 2005—
2010 employment in non-internationalising cooperatives decreased by 11%, whereas it
increased by 170% in the home cooperative of internationalising cooperatives.

29 It will be seen later that in 2006 the proportion of worker-members in industrial
cooperatives was 82%. In reference to Ugarte’s statement of the relative performance of
multi-localising cooperatives it is very interesting that Luzarraga (2008: p. 178) finds for
this year (the single one studied) that the multi-localising cooperatives outperform the
non-multi-localising ones in worker-membership: 84% versus 75%.
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pp- 408—424); Flecha and Ngai (2014: pp. 668—669); and Bretos et al. (2019:
pP- 584-585, 589-590 and 596).

7.3.3 Non-Cooperative International Subsidiaries

In principle, multi-nationalising parent cooperatives might have, for the legal
structure of the foreign settlements, the four options indicated in rows 3-6
of Table 6 (Section 7.1). It is understandable that worker-owners of the par-
ent cooperative (these decide on a foreign settlement) wish to safeguard their
original financial investment. That might be the case when the settlement’s
legal structure has the form of a mixed cooperative that is jointly owned by
the parent cooperative and the local workers (row 3 of Table 6)—which would
contribute to the Mondragon principle of ‘development of the international
cooperative movement’ (Section 4.1, principle 9).

Nevertheless, towards the end of the second decade of the twenty-first cen-
tury, no foreign settlement has a cooperative form (Bretos and Errasti, 2018:
p. 5). Apart from the possibility that some cooperative might not care for
the gth principle, two issues might hinder the foundation of a hybrid work-
er-owned cooperative (row 3 of Table 6). The first one is that many countries
lack legal cooperative structures similar to those that apply to the Mondragon
cooperatives’ ownership and governance. The second—in case the first does
not apply—is that in a culture where worker-cooperatives are rare, the pay-
ing-in of capital and the possibility of wage decreases in an economic down-
turn (and other cooperative duties) pose even more of an obstacle than for
many workers in a culture where worker-cooperatives are common, such as
in Spain and, specifically, the Basque Region (on each of these hindrances, see
Flecha and Ngai, 2014: pp. 671-672; Barandiaran and Lezaun, 2017: pp. 286—287;
Bretos et al., 2019: pp. 594-595).

7.3-4 Cooperative Worker-Members in the Industrial Division

Figure g shows the percentage of worker-members in industrial cooperatives
from 1995 to 2019. The annual reports of Mondragon from 2006 mention these
percentages under its ‘basic data’ (for reasons that are unknown to me, these
are not given for the retail division). However, the amount of employment in
cooperatives is never stated (the same applies for the employment in subsidi-
aries), and therefore the proportion of worker-members in the total industrial
employment cannot be calculated (comparable to Figure 7 for the retail divi-
sion). Of the literature on Mondragon that I have seen, Luzarraga (2008) is the
only author to trace the amount of employment in industrial cooperatives for
a couple of years between 1999 and 2006. Combining this with data on the
amount of worker-members (Luzarraga et al., 2007), the resulting three odd

Downloaded from Brill.com 02/08/2024 07:56:04PM

Vi, pen, A .. Thisg is\a pep_access article distributed under the terms

JOURNAL OF LABOR AKND $6CIETY 26 (2023) %3823 75 s e
https://creativecommons.org/licenses/by/4.0/



https://creativecommons.org/licenses/by/4.0/

364 REUTEN

100% 88%

90% - 83% 81%  81% 8206 84% gy

0,
80% 73% 79 73% 7% 74%  74%

0,
70% worker-members proportion of cooperatives industrial employment
60% Q)
63% [}
50% 56%

20% 45%®

period banking crisis and sovereign debt crisis aftermath

worker-members industrial
cooperatives

30%
\996 o9t o ,boo\ ‘LOO% 7,006 (Loo'l {LOOQ 20 Hod 7,0‘6 OO
== worker-members proportion of cooperatives industrial employment

® worker-members proportion of total industrial employment

FIGURE 9  Proportion of worker-members in industrial cooperatives 1995-2019 (with an
indication of their proportion in the total industrial employment).
SOURCES: TOP LINE 1995-2005: ARANDO ET AL. (2011: P. 19); 2006—2019:
MONDRAGON ANNUAL REPORTS 2006-2019. DATA FOR ‘WORKER-MEMBERS
PROPORTION OF TOTAL INDUSTRIAL EMPLOYMENT': COMPILED FROM
LUZARRAGA (2008: P. 70) AND LUZARRAGA ET AL. (2007: P. 21).

data are given at the bottom of Figure 9.3° Given that in 2006 and 2019 the
amounts of each of the Mondragon industrial employment in Spain (minus
7.5%) and abroad (minus 8.2%) do not deviate that much, the graph’s 45% of
2006 might be used as a very rough indicator for 2019.

Regarding the top line of Figure g (the complement of which is the propor-
tion of temporary workers and perhaps workers with a fixed contract), Arando
et al. (2011: 19) note that during the 1990s, the industrial cooperatives group
‘began to emphasize the importance of minimizing the use of temporary work-
ers and set a goal that a minimum of 85% of the coops’ internal work force
should be made up of worker-members’3! This goal was reached in 2009, but
it is not unlikely that this was triggered by the ‘great recession’-induced redun-
dancy of temporary workers instead of their adopting membership (from 2007
to 2009 the division’s employment in Spain dropped by 21%—cooperatives
plus subsidiaries).32 By 2017 the percentage of worker-members was back to
the 2002 level, well below the intended minimum level of 85%.

30 Luzarraga (2008: p. 144) mentions that in 1994 (not shown in Figure 9) 85% of the total
industrial workforce consisted of members.

31 At the time the authors’ last datum was for 2009, whence it was understandable that they
observed a ‘steady if modest improvement in the membership ratio beginning early in this
decade and continuing through 2008, when the group approached its 85% membership
goal’ (Luzarraga, 2008: p. 19).

32 As indicated, the annual reports never mention the amount of employment in
cooperatives; however, from 2001 the total industrial employment in Spain (cooperatives
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Both from the side of the Mondragon federation and from the side of quite
a few individual cooperatives, the amount of temporary workers in cooper-
atives as well as the legal form of subsidiaries has been seen to conflict with
Mondragon’s initial cooperative values, or at least as a second-best practice in
seeking to find a modus between competitive pressures and the maintenance
of employment within cooperatives (see, for example, Bretos et al., 2020; for an
overview, see their table on p. 444).

7.4 Comparative Employment Record of Mondragon, Spain, and the
Aggregate of OECD Countries: 2001-2019

This subsection compares the employment record of aggregate Mondragon
entities with Spain’s employment record. Many commentators assert that
Mondragon has on average succeeded in maintaining the employment in its
cooperatives (cf. the heading ‘International employment strategy’, Section
7.3.2). Although this is plausible, the Mondragon annual reports provide no
quantitative evidence for this thesis. It is most remarkable that these reports,
as mentioned, never state the amount of employment in cooperatives. They
state the amount of employment of the sum of the cooperatives and their
subsidiaries for each of the retail and industrial divisions. For a quantitative
analysis this absence has many repercussions (as mentioned, one regards the
amount of worker-members). Because only for a restricted period (2001—2019)
the reports mention the amount of Mondragon employment in Spain (coop-
eratives plus their subsidiaries), this period is taken as a basis for the compar-
ative performance.

Table 7 (and the two more specific Figures 10 and 11 that follow it) shows
the results—the long-term perspective was shown in Figure 3 (Section 4).
The period 2001-2019 covers one ‘normal’ cyclical recession (2001—2002—for
Spain a relatively minor one with no employment fall) and the ‘great recession’
(2008-2013) with, in the EU, its sovereign debt crisis aftermath.

Comments on Table 7: Row 1 comprises data on the total Mondragon
employment, which includes foreign subsidiaries, whilst the total of Spain and
the 0ECD do not include the employment of corporate subsidiaries. For the
comparison, therefore, the Mondragon Spanish employment has been used
(rows 3-9). The comparison of rows 3—4 (Spain and Mondragon Spanish) is
only moderately relevant because of the sectoral differences between Spain
and Mondragon. Rows 6—9 therefore focus on Mondragon and Spain’s retail

plus subsidiaries) is either directly mentioned, or it can be derived from other data (it
runs from 22 803 in 2001 to 24 676 in 2019).

Downloaded from Brill.com 02/08/2024 07:56:04PM

Vi, pen, A .. Thisg is\a pep_access article distributed under the terms

JOURNAL OF LABOR AKND $6CIETY 26 (2023) %3823 75 s e
https://creativecommons.org/licenses/by/4.0/



https://creativecommons.org/licenses/by/4.0/

366 REUTEN

TABLE 7 Comparison of the Mondragon employment in Spain, with that of Spain and the

aggregate of OECD countries: 2001-2019

Employment? 2001 2019  Growth Mondragon’s
growth minus
Spain’s growth

1 Mondragon: Spainand 60 200 81507 35% pro memory
foreign subsidiaries

2 Mondragon industrial: 27 050 39131  45% pro memory
Spain and for. subs.

3 Mondragon: Spanish 55 191 67052 21% -2%
(sum of rows 6, 8 and
10)

4  Total Spain (x1000) 16 146 19779 23%

5 Total OECD (x1000)® 503 068 592656 18%
Employment by
Mondragon’s divisions

6 Mondragon retail 30158 38878 29% 10%
(Spanish)c

7  Spain retail (x1000) 1597 1908 19%

8 Mondragon Spanish 22 803 24676 8% 28%
industrial

9  Spain industrial (x1000) 5053 4041 -20%

10 Mondragon financial 2 230 3498 57%
and corporate div.

@ All Mondragon figures are in FTE and those of Spain and the OECD in persons (Spain and
OECD figures are in persons x1000). The relevant data for row 7 of this table are only available
from 2001-2019.

b Excluding countries that were not members in 2001 (Chile, Colombia, Estonia, Israel, Latvia,
Lithuania).

¢ From 2012 the retail division had no subsidiaries abroad; earlier it had 22 establishments in
France.

SOURCES: 2001, 2019 DATA AND MODRAGON DATA: COMPILED FROM MONDRAGON
ANNUAL REPORTS 2001-2019; SPAIN RETAIL DATA: EUROSTAT.433

33 2001-2007: https://ec.europa.eu/eurostat/databrowser-backend/api/query/1.0/LIVE/
xlsx/en/download/49f69dfc-567b-4306-ad80-doabdy94a5c4 (LAST UPDATED 26
MARCH 2020, ACCESSED 23 FEBRUARY 2021); 2008-2019: https://ec.europa.eu/
eurostat/databrowser/bookmark/17eod63c-bfe6-48b6-b832-e7ab3z3bf2ee?lang=en (LAST
UPDATED 11 NOVEMBER 2020; ACCESSED 23 FEBRUARY 2021)). OTHER DATA: OECD
sTATISTICS (https://stats.oecd.org/ (ACCESSED 13 May 2021): LABOUR/LABOUR FORCE
STATISTICS/ANNUAL LFS/SUMMARY TABLES/EMPLOYMENT.
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FIGURE 10 Comparison of Spain’s retail employment with Mondragon’s: 2001-2019.
SOURCES: SEE FIGURE 7.

and industry sectors. This comparison shows (column 4) that Mondragon did
much better than the Spanish averages, especially for the industrial division.

The following two figures show in more detail the development and compar-
ison of the retail and industrial divisions in the period covered by Table 7. Note
that in Figures 10 and 11 Spain’s variations are less visible than Mondragon’s
because its employment scale is 1000 times larger than Mondragon’s.

The shaded area in Figure 10 marks what later turned out to be the choking
acquisitions of the Eroski Group—mentioned in Section 7.2. Note that not all
of the employment downfall resulted in layoffs. Part of the acquisitions were
sold, and for another part Eroski developed a franchise system (in 2019, on top
of the graph’s employment, franchise holders employ about 3400 people).

It can be seen from Figure 11 that Mondragon’s industrial employment out-
performed Spain especially in the four recession years 2010-2013. One main
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FIGURE 11 Comparison of Spain’s industrial employment with Mondragon’s industrial
employment in Spain: 2001—2019.
DATA SOURCES: SEE FIGURE 7.

Downloaded from Brill.com 02/08/2024 07:56:04PM

Ak pen, A .. Thig is\a pep, access article distributed under the terms

JOURNAL OF LABOR AKD SGC1ETY %6 (2023) 43825875 s e
https://creativecommons.org/licenses/by/4.0/



https://creativecommons.org/licenses/by/4.0/

368 REUTEN

reason is that during recessions, cooperatives foremost tend to adapt wages,
and only adapt employment if unavoidable.

In 2019 the retail division’s employment is back beyond the 2006 level and
the industrial division’s employment in Spain is back at the 2004 and 2008
level.

8 Concluding Summary

This concluding summary starts with a general reflection on worker coopera-
tives. It is followed by a summary of the article’s main findings regarding the
Mondragon case.

Currently, worker-owned cooperatives and similar democratic entities are,
quantitatively, no more than islands within the general capitalist constellation.
This is remarkable to the extent that many capitalist countries advertise them-
selves as being democratic; nevertheless, democratic decision-making most
often ends at the factory or office gate.

Mostworkers in capitalist countries have no choice other than to be employed
by a capitalist enterprise (especially when they have no means to start a single
person business of their own). This implies that they have to accept the con-
ditions of the employment, including the salary offered and the (most often)
authoritarian work relations—ultimately the enterprise’s management decides
on the work organisation, and the management itself has to comply with the
profitability conditions of the enterprise’s owners or other financiers.

This is completely different for worker-owned cooperatives and similar
democratic entities. Here the worker-owners decide on the work organisation,
the salaries and the entity’s aims. They might appoint a management (perhaps
from their own ranks), but the management is accountable to the workers’
council/assembly and is removable by the latter. There might be salary differ-
ences; however, at least in comparison with the average capitalist enterprise,
such differences are minor. Worker cooperatives show that the large income
differences within capitalist enterprises are a matter of economic power rather
than (alleged) scarcity of managers or of efficiency requirements. Another key
difference is that for capitalist enterprises, employment is merely an instru-
ment for their profit aim; for worker cooperatives, work and work-preservation
comprise the primary aim.

Each of these three points reveal the enormously progressive character
of worker cooperatives. Nevertheless, worker cooperatives have to function
within the capitalist competitive contest (it is like functioning within a hurdle
race wherein participants who opt for elegance over speed end up losing the
contest). The point is that worker cooperatives within capitalism do not set
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the competitive rules. They have their own normative cooperative rules, and
they must seek to combine these with the dominant capitalist profit rules of
competition (the hurdler who seeks to combine some elegance with the deci-
sive speed criterion). I suppose that the detection of the limits of worker coop-
eratives in actual practice has contributed to the often heated debates about
the Mondragon case in particular—debates between and among insiders and
outsiders. The Mondragon cooperative’s international and local subsidiaries
show what cooperatives can and what they cannot achieve within capitalism,
and the same applies for part of the tiered workforce (members and non-
members) within cooperatives.

I am convinced that a world beyond capitalism cannot be reached without
(defective) islands that modify capitalism or capitalist practices, and worker
cooperatives are currently a very important instance of such islands. They
reveal that there is a potential, feasible alternative to capitalism. One that
could be actualised with a State that is tailored to meeting the requirements of
worker-cooperatives rather than those of capitalists.

Below follows a pointwise summary of the article’s main findings. The first
two points are on worker cooperatives in general, and the others relate to the
Mondragon cooperatives.

1. Worldwide data on the number of, and the employment by, worker coop-
eratives (WCs) are scarce. A 2016 dataset of 156 countries on all types of
cooperatives includes information on wcs for only 51 countries. In these
51 countries 12.4 million people worked in wcs (Section 2.2, Table 1).
However, even in the top 5 countries qua relative wc employment (Italy,
Malaysia, Sweden, India, and Spain) the wc employment ranges around
2016 from no more than 3.9% to 1.0% of their labour force (Section 2.2,
Table 2).

2. Nevertheless, wCs outperform conventional capitalist enterprises (CPs)
not only in their institutional democracy (mainstream enterprises are
governed by way of capitalcracy), but also on the following main points,
each of which regards empirical comparisons between wcs and cPs in
the period 1950 to 2010 by Pérotin (2012) (Section 2.3). (a) On average
wcs are larger than cPs, and they survive at least as well. (b) wcs are at
least as productive as cPs, and more productive in some areas. (c) WCs
outperform CPs in the generation and preservation of employment. (d)
When faced with demand shocks cps primarily a