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- INTRODUCTION.

.The tissue of. iownership fis | of amitical nmponbance for ithe amalysis
of sodio-econoimic systems, and itherefore also for self-mzmagemenlt as
it has been ldefined fin theory and actual practice. There fis. a meed to
distimguish between «different lavels 'of contmol and va:moﬂ; forms  of
ovmenﬁhﬂp (Vanek 1975).

Ownership relations also play an. impontant role in the e:nalysas
of. they investment-behaviour ~of self-managed firms. The Furubotn-
Pq;omch approach e. g mundenscores ithe megative consequences of
collective ‘ownenship of means :of production for the propensity to
invest 'of jits members.. (Funubotn, 1976, 1980). A different line of ar-
gument ds followed by Vanek who (idenmﬁles the absence of charnging
a seardity pnice on ithe use of capital resources as the melin factor which
may negatively influence the ability Ito imvest of selfimanaged svork-
organizations. At the same itime he specificies ithe requlired b\\mership
structure. (Vianek, 1977) Empinical research itends to provide support-
ing evidence for ithe Vanek-approach (Vahdic, 1976; V'a.rnel\ and Jovicic,
1975, Jones, 1980).

There iare, however, reasons for caution dn d.ra\mng conclusions
about mhe validity of a spedific theory at too ea:nly 2 stage of amnalysis.
The 'oper'a'monail behavitour which s assumed in the vanious itheoretical
models meeds to be questioned seniously. In pamticular the objeotive
function of a selfimanaged fiimm in reality is considerably more comp-
lex than hs hypothedized lin the itheonies just imentioned; fin the sense
that next o the maximization lof incomes (in aggregate jor per worker)
other objectives such as continulity of ‘the entevpnse or ithe co-sopera-
tive system =t a mesodlevel play fa major irole.

* Paper prepared for the Third International Conference of ihe Inter-
national Association for the Economics of Self—Managemcnt Mexico-City,
August 23—25, 1982.
© Txx Ipstitute of Social’ Studies, The Hague, Netherlands.
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Our considerations regarding ownership and selfimanagement will
be placed in ithe penspective of the Mondragon expenience.

Ownership aspeats ‘of the Mondragon case are wornth studying as
it s still 2 mnique sodial "laboratory-experiment” which penmiits close
analydis over an adequate period ‘of mime. The duration and commplex-
ity of ibs wecond are fn themselves waluable ireasons for amalysts.
Anocther point ds that, =lthough the Mondragon group has mow passed
through almiost a ‘decade of economic recession of the economy at
darge with which fit s linked, it confiinues to recieve such highly posi-
tive judgements as: ' ]
— The Mondragon Group' of cnterpmses in the Basqué coumtry

of Spain:-provides ithe, most spectacularly wuccessful evidence
“of the viability of co-operative Jproducnxon
. (Stephen, 1932, fonthcoming)

— ... Mondragon, ithe world's' most successful co-operative group.
(Braldley and Gelb, 1982).

— In a comparative sense the record of equity and efficiency
constitutes another case fin which the two concepts weinforce
one another. And in tenms of their -own objecﬁi'ves' whether
with respect to employment oreation, earning levels, tralining,
accumulation, or yield on own resources, the co-operators have
idone wemankably well. (Thomas and Logan, 1982). -

. In Mondragen, we have fiound a distinction between shont term
and Jong mun behaviour. In the shont tenm the individual co-operative
aims at maximizing pure surplus (= net profits), given ta target level
of take-home pay; a target yield on dts own capital resources is set
at 15 per cent. In [the long mun each co-operative stnives afiter employ-
ment areation — thereby adhening to the ‘open door principle — swhile
malintaining its capital yield mt @bout 15 per cent.

Of great relevance for funther amalysis could be an hypothesis
which assumes that ithe behaviiour of enterpnises is govermed by their
typical product cydles (Vernon, 1970; Wells, 1972) Here, the idinterna-
tional itheory of comparative cost adwvantages is complemented with
the role played by the diffiusion of technology with wespect to space
and time. The product cycle typically goes through three stages: of
introduction, of growth and expansion, and of reachiing maturity. Each
phase of ithe cycle lis marked by different charactenistiics of demand
stnucture, of technology of prioduction and of industrial struoture,

The rrelevance 'of ithis hypothesis can be recognized fin an amalysis
of ithe largest Mondragon co-operative, Ulgor. Duming ithe 1960s Lt was
one of the leading fimms in timtroducing imto ithe Spamish markets
such pproducts as cookers, relinigeratons and heating equiipment. After
a ‘highly successful introductory period it was compelled to restmuc-
ffiure on = major scale n ‘onder mat o Jose its mankets at a time
when mational demand for its products became saturated. A
major wrecovery could have been engineared,” but iit appears that
afiter ancther decade muajor difficulties are again being faced. These
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relate jto the faot that international restructuring of industnial . produc-
tion fis itaking place, ~vhich im tumn, implies-a redudtion tom a.-global
scale of the mumber of enrtaqpmms that will control the linternational
markef Ricd stich prodruoﬁs The :rece:nt crisis tin AE. G, (West Ger-
mamy), whlch 'opemastes h}n )sh!mﬂajr {mair]\ets tis prowfdm; 2 c]ea’r lrnes-
sa e .
e "For am’ rundemsua:ndmu ‘of lhhe o“mershlp strugture ©of 2 oq-_o‘pamlmvﬂ
group. such as the N[(mdratron ione, or of an entlire mndus’ory such” as
Yugoslay’ lmdushry or ithe [Pemw‘maln fsocual rpropenty sedtor, itrends of
a dyna.mlc chéracter meed 6 be faken as a stanting rpomt for $tudy.
This s even mmore ithe ocase chwrh.ng the present time fin “which maljor
i tions Jin the  fields: -I"’f technology and | ~communication are shak-
m jLhé‘‘jfom.u’xciainon.s of Imdushmal rdevelopment on a, global sealler (Es-
pinosa, 1982) h

In this 'paper we maise some fissueés of the dy.narnm !aspect,s of ow
nership tthait have been obsenved fin the Mondragon case. It has been
argued ithat sselfimanagenient implies a new form of owrenship — so-
czal colléotive, 'or.:U-ownership — ma'the.r than private or public lfonms
of .owmnenshlip.; (Milenkowitch, 1972 . Horvat,. 1977; Vamnek, 1977).
Mondragon: la systam of miixed oume.rship — of indiviidual' capital accd—
unts and - collective: reserves. —was adopted.in ithe late 1950s, which
deviiates firom models designed by theory. The meriits of ' ithis systém,
as well as ithe tmheremt "problems will ‘be presented as a dynamic
pI‘OCCS'S ©f ‘change that could lead o some form 'of social ownernship.
Other ﬁuture outoomes [that lmucht Ijeopzurd]ze tthe charactenistic struc-
ture. of ithis model of .seﬂf-trnamat,ement at a meso level, however, are
not excluded. Seotions 1T and IIT g give an overview of the Mondmaboq
structure of Owinenship and lsurplus distriibutiton. In the mext section
attention will be paid ito the ik of dc-capnhaﬂslzamon the capital unfcan-
51ty of production and |re~snnuotrum.n0 tof -produomon

II. MIXED OWNERSHIP

A co-operative becomes pant of the Mondragon group by signing
a Contraoct of Associatiion which contains the main sodial and econo-
mjc prninciples, including the mules ithat detenmine the ownership struc-
ture. An elaborate analysis of the sodio-economic history, including an
analysis lof the principles of organization and the mules of disifribu-
itton, has been presented elsewhere (Thomas and Logan, 1982) Here a
brief summary of Key pninociples fis presented.

Firstly, ‘it is- stipulated ithat @ll members of oo«oparamves need to
be stake-holders. In:ithis case the contract of assodiation — and walso
the "contrdats . between lindividual rmembers and their cooperative — is
a substitute for the capitalist wage contract. Only lin exceptional cases
— such as the meed to aptract high level expertise for a shont span of
ftime — mmay somebody-be offered a nvage confract. The so-called second
degree co-opeératives — ithe co-operative bank, educafiion co-operatives,
and consumers’ co-operatives 'to mention the most prominent ones —
have General Assemblies which consist of blocs of different categories
of memberns. One 'of tthese blocs lis always resemved for the coopera-
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tive's own wou‘kmg members who ha've a fmammal un'rteresrt iso] !thdnr or-
ganization. .

Secondly, any founding member ‘of a co-operative,. o new u:nember
_;ommv an existing one, has ito pay a substamtial ‘entry fee'. The purp-
ose is threefold: o provide = pezrsonal fincentive by letting averybbdy
having @ finandial stake fn ithe ownership structure, ito lay ithe foun-
datlon for mapid caspma[l acoumulation, and to prevent the phenomenon
of 'second-dlass aitizeniship”. Panit of ithe entry fee (15 per cent [is ithe
rule s against @ statutory masimum of 25 per cent) goes 'to ithe col-
leative wreserves (a dinkable fund). The wemaining 85 per cent fs ent-
ered in ithe individual capital account of each member. In addition to
the collective weserve and the individudl capital account contriibution,
there is the possibbility of making a voluntary oaJpJﬂ:al contribution. In
acimal practice the aggregate amaount ‘of ithe latiter fis extremely small,
when thalken s pant of ithe itotal resources.

, Tlurd.ly, no individual member may ‘own’ more ithan 5 per cent of
the total individual capital mccounts; this ds Gn order to safeguamd a
spreading of financial interests. This mule had some relevance ‘duning.
the initial period when the Group got stamted. A rather equal distribu-

- tion emenged rapidly as the group e\*panded at a thh rate durmg the
(950s and 1960s.

Fourthly, the amount of fee ito be paid diffens firom year to year.
Through #ime Gt has uisen comslderably, both fn mominal and geal
terms. Ilt has howevear been reduced in tenms of jts economic contriibu-
tion. Duning ithe early yeams fit was equivalent o a full year's earnings;
at present it is equivalent to four months of monthly pay. The ¥mpli-
cation lis sthat the base for self-financing has been eroded considerably.
it was meant to ensure that each co-operator would eamn the capital
mvestmont of *his lown [job fin about 8 ito 10 years. The smaller -relative
size and the inareasing capital intensity of mew technologies make
such an objective tneamly impossible ito reach.

The annual adjustments of the enm'y fee are made 'accondmg to
the following formuila: )

Res.,/Cap., Price,,

Cn = Cn—l - ‘

Res.,_/Cap.,_, Price,_,
in which C, is the new capital contribution; C,_, fis ithe contribu-
tion .of the previous year; Res., and Res.,_, stand for tthe collec-
tively 'owned reserves of a co4 operartmve fin the ourrent and the past
year; Cap., and Cap.,., stand for total amount of indivMidually held
capital accounts; while ithe ilast fterm lindicates the percentages of
inflatilon or deflation in the current year s compared to the
previocus one. The adjustment thus consists of two parts:

(a). a faotor wwhich reflects change in ithe weighit of collectively-
owmed reserves versus findimidually-owned capital accounts;
(b) a factor svhich reflects changes dn price- levels duning the

- current year. (Thomas and Logan, 1982, p. 149). -
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In yeams “duriimg whiich the co-<operative relatively stremgthens its
collectiive resemves, ithe entry fee mises; ithe opposite would happen if
heavier emphasis would ‘be given ito the individual accounts. This
provides an lingenious fonmula which accounts for'the past behaviour
of the avork organization as well as for inflationary developments.

Fifithly, each fndividual - capital account receives a yield of 6 per
cent, which has pitority lin:ithe process of distnibution of gross profits.
Furthermore, each account may be revalued anmually o compensate
for inflationary ttrends. In pantioular ithis policy of rewaluing the nom-
inal value of the accumulated capital accounts has- posed major rprob-
lems duning rthe last idecade when inflation wreached unprecedented
levels. And lastly, each account is being credited periodically when ‘net
priofits have been made, and debited when losses have been suffered.

Sinthly, the financial results are to be pantlially pooled tn 'one of
the common funds, which have been fommed .by groups of co‘opera-
tives. All co‘operatives belong to one of 10 major groups which have
been formed either om a Igeognra.phlcaﬂ or an economic base. The ulki-
mate aliim s to pool 70 per cemt of the mét results which then are
used to subsidize ithe. weakeir. perEonmems in a process of final distri-
bution.

Seventhly, after this redistribution of profits arnd/or shariing of
losses has taken place, the annual surplus ds allocated between three
funds: a sodial ffund, ithe collect,we reserves and ithe ﬁund ﬁnom whnch
contrnibutions are made — as wais just mentioned —.ito the indinidual
capital =ccounts. This lis :done acconding. to the ﬁo*]lowmg for.mula '

Y
o = ———x 100
Y42z

a ==ithe percentage "of pure surplus to be allocated lto collective
reserves fand Social fund (called ‘the -alpha-coefficient’); Y = pure
suriplus; Z = the sum itotal of payroll costs, and linterest [payments'
on own resources (called fthe ‘'computable base’) (’IIhamaJs and Lo,
gan, 1982 p 150).

The formula lleads to inareased contmibutions wt higher levels of
net profits. The minimum dontribution to the sodial reserves fis set at
20 per cent (which #mplies a maximum percentage of 70 going ito the
individual accoumts), whereas ithe maximum which may be pafd out
at extremely - high ilevels of profitvability is set at 60 per cent wof Jthe
'computable base'.. - !

The punpose of jthe formula is to det individdal co‘operaltors have
a ﬂmanolal interest lin enhafiding profitability, but in a less than pro-
portional manner. Duriing ithe 1960s a wide range of walues of the
alpha-coefficient did rapply from 1975 ‘oniwands the distributiion on
average has been acconding to the 10—20—70 loutcome, which firidica-
tes the reduced level of profitability since that. time. During a reces-
sionary periiod ithe formula contains a major misk as . relatively high
amoun'ts are credited tto ithe dndividual accounts, which implies that
interest payments — which «ill mo donger be available for re<cydling
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into the Groups collective [inances — will continue to nise. This will
happen oven fasler in times of rapid inflation due to ‘the process ot
resvaluing the accounls annoally. This formula, which attracted much
attenticn in earlier decades Ior dits dngenwily, now oredtes o problem
as it -inlluences Lhe financind sliruclure wnfaveuwrably.

Lastly, there is the operdtionad mile which allocates net surplus Lo
the individual acceunts according to the following formula:

Zi(E;+L)-Z

(l—g) V=g Z=

E 1
in which o = alpha-coeflicient
Y = purc surplus
Z = comritable base
E = dolal payroll cosls
I = :lotal dnterest puid out
j T PR k number of co-uperation

(Thomas and Logan, 1982, p. 154)

This distribulion s wmainly dolermined by the relative weight of
someone's carnings within the one-tothree range of camnings differen-
tials. This dmplies o -positive influence ol oceupational rank on the
distribulion of nel profits. Alsp, the conlribulien o “capilal” J4s given
a — rather modest — place since the wmual inlerest paid outl on Lhe
capital account ds heing added Lo the ewurnings paywment. This clement
reinforces 1he incentive aspeot of the nmuividual capital avcount, a per-
Fectly cquitable solution since all members pay the sane entry lee
UPon Jodnisg.

To individual co-sporators, this systom ol disteibuling net profirs
has broughl highly favourable yivkds which we marginally higher lev
the highest wanks ax copwred 1o the overall  average wield, il one
compares dhe record ol co-cpuralgrs with the same seniority.

The svitem as desiened for the mujorily of co-oparalives has ser-
ved well inothe sense that 41 has permivied officient wrowth of a co-
opermtive peoup cinvolved i omainly dndwstoial  predoaclien. The rules
have been designed in such o miomer that o bigh scavidy of poice of
capiial has beon available wanowally for new accumulation, o Mend-
ragen, as in Ywgoslavia, a high prepensily lo save has been eslablishod
thraugh institulional policics. The Mundragen nwlel duving this pe-
ried, however, has beon an lusteaticn of pore labowr-mauaged ralher
lhan the worko-managed fommal sellsmanagoment (Vanck 1975), be-
catise Lhe Guja Laborad Popuolar (CLPY has encouraged elficient alloca-
ticn ol nvestment rescurces,

The speailic forn of vwnership has been the resull ol pragmatic
search fur an ovwnership strouclure which would Tullil a2 nuwnbar of
objeslives as well as sabisly the limits that wre determined by Lhe
prevailing lezal syslem, e, The Spanish laws on co-operatives, Tor
inslance, issues such as pavinent of entry fee, revaluation of accounts,
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distnibution of met profits, and ndividual entitlements on the aggreg-
ate cap'utal rare governed to a large extent by spedific articles of co-
operative law. The uanner fin wh.loh use has been made of the pos-
sibilities 'of tthe prevafiling law maturally goes to the credit of ithe legal
experts who found solutions for rthe speaific problems raised by ithe
co—operamors :

" “In the Mondragon oase ithere lis a preference for adhenma very'
strictly to = homogeneous set of mules for the distmibution of itake-
home pay, fifirespeative of the type ‘of co-operative and its economic
parfomnlalnce :(Gutierrez-Johnson, 1978; Thomas and Logan, 1982): As
a wesult; vaniation in ithe @mount of und,wnduail capital acdoimits between
more and less successfiul co-operatives had ‘to:be fintndduced. Theore-
mca'lly, ome could congider ithe hindimidual capital account as defenred
eannings payments, and ithen condider-the collective reserves -— paintly
pooled — @s equivalent of @ isodial ownership sfinuoture. The funda-
mental dilemyma of 'dealing with ithe lindividual accounts ds capital ow-
nenship majthar ithan ‘as defferred eanmngs will be dealt with fin section
IV : '

III DEVIATIONS

- For some dmpontant co—ope:ramves different miles have bean sapp-
lied from istheir finceptiion. This inviolves iin pantioular dosoperatives in
which ithe General Assembly consists 'of several cadtegories 'of mem-
bers; each. of which has & s‘br.oncr interest #in the well being: :of the jor-
ganization concenned.

. Anfimpontant wole for e\aJmplelm ithe Gencnal Assernbly'of ithe CLP is
reserved for ithe associated findustrial co-operatives. They appdint itheir
representatives by wotation fin ithe highest coundil 'of ithe co-operative
bank, 10f which they iare the main borrowers of financial resources.
The entry Fee system is also adjusted to accourt for the mamiocus: cate-
gonies of co‘operators: workers of the codoperative bank, workens of
associated coioperatives, @ssodiated industirtal co-operatives, assodiated
education coioperatives, housing co-operdfives and other organizations.

Individual membens and organizations which are represented on
the CLP's General Assembly mare required wo have a finandial ‘stake
in sits capital resources. : o

The distnibution of met profiits is conditioned by the law on aredit
cosoperatiives: 50 per cent umay be freely distrfbuted to its members,
whereas of the other 50 per cent 10 per cent fis allocated ito the social
fund — as with the lindustmial co-operatives — and 40 per cent s an
obligatory @llocation to wesenve funds. However, fiive yearns mago,” swwhen
the posdibility of distribufing 50 per cent of met profits wwas made law,
the CLP. General Assembly decided to earmark only 20 per cent for -
this purpose and =llow the remalining 70 per cent senve ito strengthen
the resenves, excepting the 10 per cent for the sodial fund (. e, a 10—
70—20 mule was adopted).

The impaaot of ithis policy has been a reduotion :of indiwidual
accounts in total wesources firom 93 per. cent in 1965 to 38 per cent in
1979. As the . économic. perfonmance of ithe entire Co-operative Group
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is highly /dependent ion both the strength of the associated co-opera-
tives and ithe oredit co-operative, it is of greatest fmportance fthat the
bank -has 'bulilt up & strong financial position at a. time when the in-
dustnial co-operatives are undergoing & major process of 'aidju:smnent
whlch has weakened rtheir finandial gtrength. =

A ilast ipoint to be mentioned on the oumer.shnp structure of the
CLP regards the so-called mandatory capital. The CLP may count 25
per cent of tthe total own resources 'of .the associated cowoperdtives as
a guarantee towards ithidd panties, without ithere hawving been any
transfer 'of rescurces ito the CLP. This possibility of calling in addi-
tional financial -resources wdds to the solvency position of the bank.
For the assoaiated cooperatives, ithis would pose an nsoluble problem
as itheir financial structure would be entirely upset. Amy financial
weakness of the bank would however, lead to great difficulties, and
ensuring that the bank is ln rthe strnongest possible position bs to |theur
immediate interest..

Another category ‘of co-opamamnves which have introduced speaial
regulations with respect o wownenship and distnipubion s the group
:of second 'deigree education co-operatives. BEach educational idnstitute
— whether of technical or general secondary level — has lits own Ge-
neral Assembly with representatiives of teachers, pupils and parents,
and supponting institutions. The flexibility ‘of the Mondragon co-opera-
tors is oleanly wisible in the complex educational system lthat has becn
developed firom 1943 onwards (Thomas and Logan,.1982). An #llustra-
tion of this flexibility and the detenmination to inculcate gemeral prin-
ciples is the funotioning iof Alecoop, the education-cum-fadgtory codope-
rative, This co‘operative fis- flaced "with the problem of extremely high
turniover im iits werk-force. Every three years an emtirely mew body
of student-workers is employed fin this factory, which in all ‘other
aspeats perfonms dike an efficient industuial cirganization, and s even
successfivlly engaged in exponts. The high turnover poses @a constant
threat of «decapitalization, since the graduating students are entiitled
to witthdraw their individual capital account, which will be mused by
them as an entry fee if tthey are re-employed in one iof |the associated
flactonies.

This problem has been solved by introctucing a 10- 60 -30 rule of
distnibution ais compared :to the 10-20-70 fommula nthat was  discussed
above. The igreater pant of met profits is thus automatically resenved

for accumulation and strengtheming this factory which by 1979 prov-
ided 600 jobs.

A simflar adjustment of ithe walpha-coefficient formula was fintro-
duced in the consumer co-operative, Eroski, which during the dast 10
years has expanded wery wapidly. Together with ithe coioperative bank,
it has ibeen one of ithe stnongest segments (n " tepms of cooperative eco-
nomic jperformance. In this case a 10-50-40 fonmula ﬁor ithe distribu-
tion of met profits was fintroduced.

An finteresting example of ithe solutions that have been flound
with respect ito distriibution of meit profits lis Lana, @ co-openative en-
gaged in agricultural activities: daliry produocts and forestry. The sta-
tute of Lana — an assoaiated ao-operative of the Mondragon igroup -—
distinghishes between members -— socios transformadores — and
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producers — socios productores — who deliver their products to the
factory.: An attempt is made here to combine.the iraditional approach
of rumal codoperatives . with the modern.domceptizof selfinandgement.
The net profits..of the cojoperative are divided into 2 pants, one gach
fior:ithe. two: categories. mentioned, acconding o a formmula of whnch
the: relative: wéight fis determined by the value of the products .deliv-
ered. ito:ithe “cooperative; and.of the met-costadded (net walue- 'added
minus met profits) by the work-fiorce. s

- THis “miicno-case s \aﬂTOlthaI‘ -example of the- cample:dllty of: ldecwuon-
makingithat ds ‘gdig om: Decisions liave to be’made with respect to
control, entry fee for wdifferent categonies, accounting prices for the
delivéry of products, ithe formnula of distributiion of met profitis or
sharing of losses jamd lastly the distmibution. of ithese funids Iacoondmng
to alpha_ ooefficient and fimal allocation to individual accoumnts.

‘Suffiicient eviidence hes been presented to 'obtaiin @ “clear "finsfight
ih"the mamnner by which ithe Mon‘dmcron grotip has so ‘far been so’JMlng
problems of contiol, owmeriship, d distiibation of surplus or mosses,
three ﬁlmda;menﬁa!l dimemisions’ \of any som‘c»econolmhc sy.stem fthat “are
closely Jmnkesd ito each other. The'overriding concérr has been to imitro-
duce an ownership xshmdﬁujre which permits longiterm :effidiency, of
oparaﬂinons amid 'dynnaxmm ldcvel,opmenrt iof ithe’ WIomk longamizations; = The
individual finandial ‘stake of membens is comsidered ito be'em fmpor-
tant dngredient iof thils. kind of ownership strmuoture dna co-opérafive
group of which selfmamagamant lis the main chanactenistic of tomtriol
relamﬂcmshnps In ithe seccmd section we have seefl how at fimes the
existing structure creates problems, ‘the solution 'of which requires a
change in the structure ‘ipself. In ithis -seotion we have seen ithat, fim a
number of special co-openatives, ithe cmoperaxtons did -amrmonpate Prob-
lems and fiound rmnmrajmwe solutions fior’ The:m :

‘IV. CHANGING CONDITIONS

In ithe mext two 1decaudes three factors can altready be identified
which will have a considerable THmpact on the funotioning of ithe
Moendragon group: the wige compposition ‘of omopera;tors ithe limits of
-expansion due to ithe calmhmlmternsuty self- finanaing Jﬂrn&qa,ge and the
intengdity 'of ithe econocmic wrecession which Hmplies restmoturing of
Basque lunchuls‘ary at lange. Scme implications fior the ownenship struc-
ture of the Mondragon group will be Aramsed in rthis isection.

Age composition

The average -age 'of co-operatons s dising faster as the speed of
expansicn of employment slows doivn, and each cooperative, and
therefore the entire group, will face ithe claims which retining co-ope-
rators exercise with respeat to ithelr acoumulated fndividual capital
account. Accounts which for decades could be counted parit 'of “com-
- mon resources, are suddenly transformed fdnto deferred payments,
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The oo-.k)p-enaﬁiwe, which .is. bound to .supply ocash .o meet such
claims, s in & disadvantageous: position compared ibo ocapitalist -exter-
prises. Anonymous shareholders may trade their financial olaims at
the goihg price in the share or. bond markets: their decision to. part
witth 'the ownership of a finm doas mot impose a financial constraint
on:the ocash-flow. of ithe company concernied.: Only the' floating .of naw
loans imight be halmperad in lthe event of shareholders getting rid of
their shares :cn = massive scale. The cnudial difference can be readily
understood by ssimulation of a model which contalins ithe key variab.
les that detenmfme cash-flow over dime (Oaga Laboral Popular, 1978,
1979

%":’.\:mrapolammv ‘the e\:usnm ratio betweem fixed. mssets and sallea,
while assumiing a wange of rva[hues for tthe profitability of future sales,
the cash-flow (consisting of resources set aside for depreciation and
of antidipated net pnofits) can be oaﬂoulasted readily. Such forecasts
hawe shown that, as a result of decapmalluzaulon, which can be cal- -
oulated e\aaollly lthe cash filow will be reduced by about 8.5 per  cent
duning the peniod 1980—1996, and by 32 per cent from 1990 ito 2000.
These |predictions: have had a considerable ‘fmpact on the planming
commiftees at different levels of the co-operative grioup. For instance,
the general assembly 0f one coloperdtive antory decided that iits’ mem-
bers .would idonate theur lindimidual capital oldims to the colleomv=-
reserves,

A, crpadual soluinon ho |thns Proble.m cduld be to reduce the rela-
tive weught of ithe findividual accounts fin the resources of each co-ope-
rative; as was «one in the Caja Laboral Popular firom the beginning.

Such a reduction could be wealized in two ways. Firstly, by chan-
ging the rules. about the revaluation 'of accounts ito take account of
mfla‘hlun it could be deaided that any revaluation of fixed assets -—
on ithe debit side of ithe balance sheef — will be counter-balanced by
a dispropontionate change fin walues of the collective resenves rather
than of indiviidual accounts. Secondly, the wile of distmibution of pure
surplus may be adjusted as has been -done in cosoperatives such as
the consumers’ worganization and the education-oum-factory co-operati-
-ve. A step aken recently in dine with this possibility has been to ge-
nerally introduce a 10-40-50 formula for distribution rather than the
alpha coeffidient, which during the continued peniod ©of recession in
faot had become a 10-20-70 for‘mula for allocating net profilts. )

The result of such measures will be o meduce ithe fimamaial ‘stake
of individual co-operators. What Impact these measures will have on
the incentive system iis as yet su'npred_lctable

Limit of expansion

The Mondragon group .originally developed iin prowinces that were
relatively highly «developed lin ftenms 'of industuializafiion was compared
to the mational level 'of development. Its limpressive economfic per-
formance coinoided with a rapid dncrease in nationaldimtennal demand
for the products made by ithe cowoperative factories, in line with ithe
major. stnuctural changes that were teking place in the Spanish eco-
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nomycdurling sthat time. Bothi Caplital accumulation -.“aqlld;gnoxxﬁth of  ein-
ployment were :Iniajiulm;ﬁﬁg;c\{d umitil ithe mnid-1970s. o R
saylSince: that stime,” employment - expansion. — @an fimploxtarit objeative
- ofiathessGroup. = has been /Imaintained - with - ever-greater difficulty.
Duidiing. 1981, a:ismall - dnop ! in -aggregalte - employment;. lthe finst - «drop
since 1956% cotuld: hot be /prevented. Duming 1982 a redovery- was again
bif;@ﬁal{tcd..w' VN I N o e riare

g~ The group's finvestinent plans {involving 52,000 -million pesetas
from 1980 ito 1985):and fits. expont. performance (in- 1981, 20 per cent-of
aggregate sales. found an’ outlet in: floréign: miarkets, awhile. the aim is
toiréach 30 per cent fn:a féw yeans time) provide isufficient ewidence
' thiatthe economic perfommance continues !to .be. fmpressive ‘and. is
clearly to be distinguished firom that of the rest of the -provimcial
@C@Dd‘my; LT L . e e ST
#' :Thewmedd to divérsify into: lines:of more ocapital intensive pro-
diotiont=— ithe' capital initensity has -been.relatively fow by -internatio-
fal" staridards === anid. the- possiblility of creating excess produotion - ca-
padity dife o ‘ithe ‘weakness iof extermal »and! in- panticular internal . de-
. iEnd willl*of Heceissiity reduce. employment. elasticity. This means-ithat.
_the dynaimic could be mealintaiined tin mmost aspects, except with: respect
tofemployment . -areation. ... The ildtter;  however, -has:been - the -main
digtiiguishing feature of the Mondiragon. group.. Any -stagnation fn ein-
ployiment- areation gnight.motionly effect -the-internal incentive-system;
it iight also™ do. much .damage o the goodwill that the Group has in
the:community: at. large. .« . L < o

» i ¢ Lo '
i ; Loy L

r g e

f e - Structural~ changes of production . . —

Basque industry, of which the cooperative group. fonms wone-1of the
advanced elements, lis charagtenized by products such as 'dumable con-
sumer. goods and intermediate engineening produats which are bound
to lose itheir marketing $trength fin “old” imdustrial areas. The limit
for finding wutlets for these types 'of products, that were built up on
an’ expanding domestic' economy, ~will be weached soon.-The major
reason is tthat ssimilar - processes of tndustrialization are locouning :in
many .newly industrializing ocoumnitries. The-older” jindustrial areas
face ot only the. diosing of the mew markets, but. are also . challenged
by:a ficod 'of:nenv-itechnologies whiich cannot be mastered umless itheir
industry dtself is on ithe fifontier in tenms of research and development.
- 'As.;the coloperalive: grioup -fis Jinked in many -ways lto the provin-
cial mnd -regional economy;.there is an absclute need to .develop mew
growith- poiints -fior the enfire Basque economy. The co-operative group.
may then find fits own — perhaps funther expanding — domalin: within
that ecomomy, . S I S

- It ds mndoubtedly for ithis reason that the CLP has mndentaken se-
veral piomeening finitiatives in recent years, -

At first, it proposed that dommercial banks establish a huge
“rescue fund” dn order to -assist failing private finms to transform
their production stmature; a compulsory transformation towards a
self-managed structure thriough @ the contract of assodiation "was mnot
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envisaged. Such proposals, however, did not meet with o positive
TESPIONSE.

Next, the CLP wesearch division commissivned a study 1o analyse
the entire production stnuoture wof the Basque ecconomy iin the con-
text of the restuncturiing of lindustry that has lzken place and is fur-
thor expeatad al o global level. {Cuja Laboral Popular, 1982).

The maim conclusion ‘of this claborate study was that ithe existing
vrange of producls will have to be substituted for by highly dnnova-
tives 'ones — both hiehly capilal-intensive and know-how-intensive —
as [ as the external demand s concerned. As far as internal de-
mand is concerned, ithe emphasis could lie :on constouction and in-
frastouclural developments as wull as further employment creation i
the dortitary scctor.

This prospect poses a huge dilamma for the co-operative group.
If it spreads and expands its activitics as has been the situation in
recenl years — including heavy emphasis on expont perfenmance — il
is bouwml to rapidly increase the fnanaial and know-how components
of a preat pavt 'of ity products. To mulke ithings worse, ithe very range
of products which feins the core of exisling markets will be most
vitnemble e penalation by multinativnal innovations.

A wrapid fincrease iin capital -intonsity, however, implies that the

system wof self-financing — one of the main charactenistics ©of the
Mondragon gwoup — will need to be sncnificed to = high degree. This

could then mean that dhore #s o guarcanice that the characteristics
mentioned above can be maintpined: that the phenomenen of second-
class oilizenship will nnl gradually becoime acceptable, that the pro-
partydncentive stoucture wradually gets aroded, that even the "dilem-
ma of the collidaral” problem will become acate, since the risks would
be too high lor ene co-opuwralive bank lo concentrate too anuch of ity
resources -n L relatively small range of co-operatives.

CONCLUSION

The foreguing argument leads to the conclusion that a stable solu-
tion to the problen of ownership has net vet been found in the case
of Mondragon. The system ol mixed ownoership which has served it
in an impressive manncs duning the past 25 years, will most likely be
inadequate fer the problems wnd challenges that face it g lhe next
Iwo decades.

Clearly, 1he Muondragon co-operators are fully aware of all the
implications and possible uplions. A few of these opticns have been
mentivned already. Further adjusiments in lerms of Ithe weight of in-
dividual accounts, and in dhe Jormula of distnibuting met surplus are
lo be expected. It is doublful whether such adjustments will be suf-
ficienl -to provide Lhe comprehensgive structure of 'wwnership that per-
mids Turther strides furward  in the process  of 1vansition towards
a sell-muanaged regional ceconomy.

Some sugsestions wo cven Turther, such as the ddea that the
Mundragon group should gradually buavgain for separate status within
the public sector ol the Basque cconemy,
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+iThe isteps involved dn such @& process as well ‘as ‘the political con-
ditiions thattwould meed to be fulfilled are of huge complexity. It is-
Snly to be hoped ithat Mondragon will continue ito be ithe. laboratory
for transitional ® steps in the next decade as lit has bean «dumng the
past 40 yea:rs AR .
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DINAMIKA DRUSTVENOG VLASNISTVA .
Neka razmatranja na ‘osnovu: iskustva u Mondragonu

Henk THOMAS

Rezime

. Samoupravljanje zahtijeva zamjenu .privatnog ili drZavnog. vlas-
ni§tva novim oblicima odnosa’ koji dolaze do izraZaja u druStvenom
ili kolektiviiom. vlasniStvu. U Mondragonu prihvaéen -je krajemt 50-ih
godina. sistem. ‘mjeSovitog vlasniStva koji odstupa od teoretskih mo-
dela. U dlanku se -razwmatraju prednosti sistema kao i problemi $to
iz njega proizlaze. u “okviru dinamilkih procesa promjena koji vode
ka nekim oblicima dru$tvenog vlasnistva. Nakon prikaza strukture
viasni$tva i nadina raspodjele viska prihoda u Mondragonu, analiziraju
se opasnosti koje se. javijaju zbog medostatka kapitala w uvjetima
restrukturiranja proizvodnje uz povedanje kapitalnog intenziteta. Po-
‘vedane potrebe za investicijskim ulaganjima zahtijevaju nova rjeSenja
uz Sirenje osnove viasnistva, . .



