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A co-operativeis
creatingan
alternative route to
job creation

In asleek, modern building nes-
tled between green mountains
in Spain’s northern Basque re-
gion, 21-year-old student Xabi
Igoa and his business faculty
classmates lounge on comfy
chairsin a circle and chat.
These students appear to be
taking time out, but this is how
many university sessions are
held in the pretty town of Ofiati
in Gipuzkoa province. There
are no formal lectures, no fixed
course structure — and no ex-
ams. But by the end of the aca-
demic year, Igoa and the others
will graduate from Mondragon
Unibertsitatea as established
businessmen and women who
at 21 have not only set up and
managed successful tax-paying
companies, but will have done

- so following a model that chal-

lenges traditional capitalism
and is being examined as a po-
tential solution to the global cri-
sis.

Mondragon Unibertsitatea
is the education arm of Mon-
dragon Corporation, the
world’s biggest workers’ co-op-
erative. Igoa’s student group is
involved in several profit-mak-
ing ventures, including an app
for booking restaurants and an
events firm that set up a “green
products” showroom. (“We
made €30,000 in profits on
that two-day event,” he says.)

To “pass” each academic
year, the companies must be
successful in business and they
must be run as co-operatives,
where each workeris part-own-
er. “If you don’t like teamwork
and motivating each other,
then this is really not for you,”
says Igoa.

In a country wracked by eco-
nomic crisis, the seemingly re-

cession-proof Mondragon Cor-
poration is setting an example
as an alternative route to job
creation and growth.

Since Catholic priest José Ma-
ria Arizmendiarrieta set up a
polytechnic school in 1943 in
the then impoverished town of
Mondragén and five of his stu-
dents established the area’s
first co-operative in 1956, the
eponymous corporation has
grown into an industrial, finan-
cial, research and retail giant
employing more than 80,000
and with globalsales last year of
€13 billion. It is regarded as at
least partly responsible for the
region’s economic resilience:
while the jobless rate for Spain
is 27 per cent, in the Basque
Country it is 15 per cent.

Bicyclestobanks

Mondragon’s 120 co-operatives
include the Eroski supermar-
ket chain, high-end bicycle firm
Orbea, electrical household
goods, car-parts manufactur-
ing, high-tech assembly ma-
chines and banking. It is the
Basque Country’s biggest indus-
trial group and isranked 10th in
Spain in terms of sales. It has
plants in 18 countries outside
Spain, including 15 in China
and five in Brazil.

“We are showing the world
that it is possible, as a co-opera-
tive, to compete with everyone
else — and to win,” says Mikel
Lezamiz, Mondragon’s direc-
tor of co-operative dissemina-
tion. He cites iconic construc-
tion projectsin which Mondrag-
onwasinvolved as proof of a via-
ble alternative to a broken capi-
talist system that createsvastin-
equalities. It built the metal

structures for the flamboyant
Frank Gehry-designed Guggen-
heim museum in Bilbao and
Marqués de Riscal winery build-
ing in the Rioja region; for the
futuristic Kursaal conference
centre in San Sebastian and the
World Cup stadium in Brasilia.
It also provided the steel sup-
port structure for the Ground
Zero project in New York.

“There’s thisimage out there
that co-operatives are for the
poor, that they function as a sub-
sistence operation — small and
suffering — but with no vision of
the model as being capable of
creating jobs, of being a resil-
ient creator of jobs.”

Lezamiz stresses the corpo-
ration’s humanist vision, fos-
tered by Arizmendiarrieta - its
stated commitment to democra-
cy and respect for workers, and
its support for NGOs and local
education and welfare projects
— all while striving for financial
success. Innovation is crucial,
he says: last year 19 per cent of
itsindustrial sales were in prod-
ucts and services that didn’t ex-
ist five years ago.

Unlike other companies,
Mondragon workers = each
pays €15,000 to become a mem-
ber - are not at the mercy of
shareholders who may demand
layoffs or closures. Sixty per
cent of its 66,417 workers in
Spain are members and 40 per
cent worldwide. With Eroski
workers planning tojoinup, the
number is likely to rise signifi-
cantly.

Allmajor decisions are taken
following votes by worker-own-
ers at their general assembly.
Wages are on average 10-15 per
cent higher than those at equiv-
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alent companies, while direc-
tors’ salaries are capped at six
times that of the lowest-paid
worker. There are no bonuses,
and all profits are put back into
the co-operatives.

Lezamiz enthusiastically
runs through a European Par-
liament resolution adopted in
July in which Mondragon is cit-
ed as an example of co-opera-
tive success. It calls on member
states to review their laws with
a view to adopting legislation
supporting the co-operative
business model. And it recom-
mends that funding mecha-
nismsbe setup to help co-opera-

tives, particularly smalland me- -

dium-sized enterprises, to get
started. “This is recognition by
Brussels that this idea works —
and that financial help should
be given to help set it up,” says
Lezamiz.

Pilotscheme

In the nearby Basque town of
Aretxabaleta, Inaki Legar-
da-Ereiio (50) moves like a dy-
namo across the factory floor.

Mondragon Assembly’s so-
lar business director has been a
co-operative member all his
working life. He oversees the
production of machines that as-
semble solar panels, and super-
vises other projects including a
pilot scheme, for the Mondrag-
on Health division and in co-op-
eration with San Sebastidn Hos-
pital, to build a robot that will
mix ingredients for a cancer
drug.

Legarda-Erefio is the first in
his family to have joined Mon-
dragon, but now his sonis study-
ing atits university. “He’sin the
sect,” jokes Legarda-Erefio, re-

Getting on: Let’s learn from Basque experience, say Irish co-operatives

TheycallitMondragon
tourism. About 6,000 people
fromaround the worldvisitthe
corporation eachyear, eagerto
knowthe secrets ofit success.
Onatypicaldayatits
headquarters outside
Mondragon town, groups of
businesspeople from
countries as farapartasthe US
and South Koreacanbe seen
listeningintently as the history
and workings of the systemare
explained.

Onesuchgroup lastyear
included Limerick-based Bill
Kelly of Meitheal Mid Westand
17 other co-operative

enthusiasts fromacross
Ireland. Kellyis one of 20
people behind the recently
opened Limerick Community
Grocery, modelledinparton
the Mondragon system. A
telecomsengineer, heis
convinced co-operativesarea
viable business alternative that
could help getireland backon
its feet. Buthe concedes that
this would require ahuge
changeinattitudes.
“Thechallengeisin
educating people onwhat
co-operativesareall about,”
says Kelly. “Weareataxhaven
and over-dependentonforeign

directinvestment. We havea
dependency culture, waiting
forthe Yanks togive us ournext -

- job. Thatis our philosophy

here. And unlikein Mondragon,
wherethe profits stay local, the
[multinational]profits here
don'tstay local—andyoudon't
getmuchtax off ofthem.”

The Workers' Co-operative
Network, which promotesthe
business modelinthe North
and the Republic, is pressing
for legislationtofacilitate the
settingup of co-opsinireland.

The Limerick group began
itsventure onasmallscalein
theretailarea.ltsells

Irish-grown fruitand
vegetables, withaturnover of
about€3,500 per week,
operated by some 50
volunteers. The co-operative
has 20 paid-up members (it
costs €20tojoin) and about
120 non-members, who have
paid €1to shopatits Mulgrave
Streetbasein Limerick.
Theidea, however, is
eventually to take on paid
worker-owners. “Weare
working onthe basis of
retailingtoday, engineering
tomorrow, and banking
thereafter,” says Kelly. See
limerickcommunitygrocery.com

How to bring in billions? Just co-operate

ferring to how co-operatives
are often viewed from the out-"
side.

“Some people say it’s like a
communist system. I don’t
think it is. It’s like any other
company. You have directors -
the governing council - but the
governing council is elected by
us, the workers. The big deci-
sions are always made in a gen-
eral assembly. In my 27 years,
the big decisions have always
been made in a clever way.”

Pay cuts

The corporation has not been
immune to the crisis, however,
and the assembly has had to
make difficult decisions.

A 50 per cent drop in sales at
electrical domestic appliance
firm Fagor after the construc-
tion bubble burst led to an
agreed 8 per cent pay cut for
Fagor staff, while co-op mem-
bers voted unanimously to take
cuts of 1-2 per cent to bolster
the Fagor company.

An advantage of the system
isthat members canretrain and
move to a nearby company.
About 300 workers have done
just that. “In 57 years we hav-
en’t fired a single member,”
says Lezamiz, although
non-member workers are more
vulnerable to cutbacks.

The concept of workers shar-
ing in business ownership has
its attractions across the politi-
cal spectrum, says Frederick
Freundlich, professor and re-
search associate at the universi-
ty’s business faculty. Freun-
dlich, an American, cites a
right-wing US congressman
who is a big supporter of em-
ployee ownership. “And, from
the left point of view, it’s [seen
as] democratising the econom-
ic sphere, making it structural-
ly, socially responsible and ac-
countable.”

~ Last year Mondragon won a
“Boldness in Business Award”
organised annually by the Fi-
nancial Timesand Indian corpo-
ration Arcelor Mittal. Is there a
contradiction between talking
up co-operatives while behav-
ing like a capitalist?

“The phrase we useis that we
co-operate to compete better.
We have to compete. We would
be thrilled to work with our
competitors, that it would be
less cut-throat. But you can’t
base a business plan on that. I
feel a contradiction at somelev-
el, but it’s a contradiction I can
live with.”




