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Workplace democracy in the bnited States has developed from
small beginnings inte & movement  which by now has attracted the
attention of labor unions, legislators, social scientists,  as
werll obher scocial movements and alas such ledt political aroups
as the Demooratic Sooialiste Alliance, and the Feople’s Businoes
Commission. The number of self-ma znaged and partially self-managed
erntarprises has increased from a few hundred to ssveral thousand.,
tox this has  been added A infrastructuwre  of duppmrtxng
organizations which provide funds, technical assistance,
training, new produch ideas angd the like :

At the same  Lime, the continuously flanging .. productivity
=@ phenomena that has been happening for at least fifteen vears
= has pushed the corporate system into developing & spectrum of
forms of participative management which it is variously claimed
are steps on the road to true workplace democracy or alternately
are sesn  as  dangerous  forms of cooptation which substitute
partial ang controllesd forms of parrticipation for  trus  power.
Nevertheless, some labor wnions, notably the United Automobile
Workers and the Communication Workers of America, have becoms
partners  with management in developing Guality of Work Lite
programs, as they are often called, and inm the case of the Cliay,
this has led Lo incressed membership.

211 of  this has led to a somewhat unique situation. Hrlike
most other social and political movements, in which at  least
haslic objectives are shared, the movament for workplace denooracy
represents an ungasy alliance between those who seek a basic
rezstractuwring of the workplace with controal resting at  the base
rather than the pinnacle, and those seeking to both strengthen

and also humanire the corroarate avatemn by  dntroducing
participation programs, while allowing the legitimacy of ultimate
corntrol at the top to remain  unchallenged. Betwsen thesge two

extrenss are  those who maintain that corporate participation
programs can, under the right circumstances, become genuine shtens
toward warkplade democracy.

fdvocates of these different positions exist in the same
organizations, ingluding the dsopoeiation for Workplace Democracy,
the national _advocacy mrqanx“atﬂan, They often work bogether on
the same QWUJLﬁt:n But the alliance is an uneasy one, and more
than one has predicted that it will break down. The motives of
those who claim to espouse workplace democracy while working as
high paid consultants in corporate participation programs have
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been guestioned: too coften critical differences are slurrad gver
and the sasy assumption is made that worlktloor participation will
natuwrally lead to demooratiration at all levels.

The fact is, it is in the corporation’s intersst to democratize
the workfloor, if that will lead to greater productivity and to a
pacified and contented workforce that will neot strike. But it is
hardly in  the corporation’s interest to cede powesr in the
critical  areas - profits, plant lecation, planning, lavoftes,
automation, and so on. The differernce between participation and
any sort of  real control s a diffsrence in kind, not degree.
There is no evidence of any GBuality of Work Life Frogram that has
been allowed to bridge the iron barrier betwesen participation  in
workplace decisions and decisions that invelve the allocation of
the corporation™s resources. Hather, when workers® demands gest
cut of hand, such programs are gquickly cut.

In 12835, Leonard e immen-man, a professor of philosophy at  the
University of Connecticut, sent out a guastionnmaire to & total of
around  twenty veteran activiets in the workplace democracy
movenent. fiz a result of this he developsed a number of
hvpotheses regarding the development of the movement. He wrote
these up and then sent out his results to these and other people
for confirmation and dizagreenent. The results of this serond
round were also written up. The next section of this paper draws
i part  on KErimmerman®s report, entitled "Gathering Strength.” A
shortened version of this report is being published in  “"Changing
Work", & new Jjournal on workplace democracy of which Erinoerman
and this writer are sditors.

"Gathering Strength” divides the recent and most active per i od
of the workplace democracy movement into two gtages —— an initial
stage from 1978 to 1979, and an expanded stage from 19799 to the
present, representing in the opinion of most of the respondents a

gualitative leap over the esrlier staga, I 1973 it was
eetimated Lhat there weres aboul 3200 @mnplovee  owned firms with
varving degress of self-management. An early abttempt at  a

natiocnal technical assistance and start-up organization, the
Federation of Economic Demorracy, imitiated by two Corneld
professors and this writer, set out tog publicize and help developn
gxamples of pure woker maragement, mainly on the Fast Coast.

However this early attempt to develop workplace demnocracy
lasted oniv  two vears. It was soon recoghnized that  local
projects demanded more time than a central stafd  could provides
it was decided to decentralize, and several chapters incorporated
as independent organizations. The two projects described above
came into being only because there were Federation members whio
endad up az full-time staff with the projects. However, t{two
chapters of the Federation for Economic Democracy stayved alive,
incorpomrating as  separate technical assistadnes organirations.
Both of them, Lhyes Imndustrial Douperative Association in



Lambridge, HMassachusetts, and Fhiladelphia PACE, are now  active
and thriving organizations and have been instrumental in helping
develop a number of fully self-managed enterprises,

At thalt time, there were about twenty successful  plywood
manfacturing cooperatives on the west coasty, established by
Brandinavian immigrambts with 2 cooperative tradition behing
them. These had been in operatiorn for about twanty vears, but
mainly as a result of their individualized Form of crrer ship,
had, as they prospesred, taken on hired workers: a number of them
had by 1975 sold out  to conglomerates in order to realize thae
appreciation on individual share values, Before 1975, although a
few zmall collectives and some "mew wave" consumer cooperatives
- ones consciously  dedicated: to staff self-management -
existed, along with a partially self-managed newspaper company,
there was nothing that could be called a movemsnt.

Mainly as a result of plant cleosings, howaver, and also as &
result of the initial efforts of the Federation 4o Economic
Democracy, and the organizations that graw oult of it, the picture
began to change. Comnunities and also unions began to realize
that in  the face of runaway plants which moved either to the
non-unionized Sunbelt or abroad, the oniv way to zave jobs was to

buy out  the plant and reopen 3 uncier G LIME form oF
won ke -community ownership. The motives for doing so  wers
strictly practical and ecoromistic. But once this step was

taken, it then came te be recognized that if the workers wers
among those who put up  the meney for such a buy out, they should
at least share in the control of the company. In large part this
realization came as a result of sad experisnce: worksrs  who
failed to enswe that they or their upion had a controlling
interest almost  inesvitably Found themselves subiect to E3
maragensnt which was as unmindful ©f their interests as that of
the original owner.

A few medium size companies, notably South Bend lL.athe, Vermont
#Ashestos, and a library furnitore conpany in Merkimer, Mew York,
regreanented initial experiments in  worker participation ard in
the case of the latter twe companies, worker ownership, In those
two cases, & combination of worker and community ownership soon
devolved to & narrow based system of ownership and control  in
which the workforce was left out, riginally, in the gase of
Vermont febestos, share ownership included most e the
workforce. But no effort was made to exercise voting Fights in a
systematic way) moreover, when the share value went up, many of
the workers sold their shares to  management in order to reslize
the gainy only management had any interest in  control. This
pattern ie characteristic of early experiments  in Wo ke
ciwnership, initiated as & result of a wor-ker—community buv—out.

Another set of examples from the 1979 period is provided by two
small companies aided and partially initiated By the short—1ived
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Fedaration tor Economic Daemocracwy. International Foul try
Cooperative and Clinten Colonial Fress sach  had a lifespan of =
couple of  years and then went bankrupt, in part due to changing
market conditions, and in  part due to a failure of canital
support  and business sophistication. These companies were  trues
cooperatives, with an internal structurs patterned consciously
atter the Mondragon cooperatives in Gpain. Both were able +to
ehitain  funding Ffrom sxternal sources, the poultry cooperative
from & Catholic program to create ichs feo low income workers and
from the federal Small Businese Administration. Colonial Press

obtained capital  from the newly formed National Consumer
Cooperative Bank, which had allocated 10% af its laans to woriker
caoperatives. But it was a case of too little and too late;

after the loan was approved it was months before the funds wews
delivereds by then market conditions had changed radically, and
the press  was  in the throes of a financial crisis, having spent
its own funds to train people for machinery which never cams,

"The Industrial Cooperative Association, 1in addition +to its
efforts, soime of them more succeseful  tham +the twn  above
examples, to help develop genuine worbor cooperatives, has besn
instrumental in winning over a number of unions +o the idea of
worker awnership, and bas assisted a numbers of companies, soams of
hem  with s@veral  thousand  workoers, to convert b0 workors
management. A major issue now facing the organization is whether
to concentrate major energy on rew start-ups=, or  rcontinue to
daesiet with worker buy-outs. The track record of buy-outs  has
nat. been a good one. There are arguments to be made for
selacting the product and  industry, and tailoring it %o  the
interests and needs of the workers rather than vice VErSa. ICH
is now hoping to concentrate on start-ups in the RBoston area,
with the assistance of the Catholic chureh, which since the
latest papal encyclical on work, has supported tThe effort to
develop local examples of worbkplace democracy.,

A further trend in the workplace dempcracy movement which nesde
to be identified iz that of ESOFs  and ES0Ts, Emploves 3tock
Ownership Plans and Emplovee Stock Owrnership Trusts., This idesa
ariginated in  the work of Lowvis kelse, a lawyver who wrote, with
Mortimer fdier, a work entitled "The Capitalist Hanifesto" The
idea was Lo spread stock ownership dtensively so that it could
substitute for the traditional government  transfer payments,
making evervone a capitalist. This "people’s capitalism", it was
recogrized, was necessary if the capitalist system was to be
salvaged, since ownership of wealth was being increasingly
concentrated in the hands of a small minority.

A motley aseortment of right wingers, liberals and lo=ft
liberals hopped onn this randwagon, the liberals seeing it as a
way to facilitate worker ownership. Legislation, sponsored by
Fussell Long, a conservatbive southern sanator, was passed giving
companigs which selt up ESOTs or ESOFs a large tax breal. A large



number of companies adopted these plans, which worked so as +to
vest workers with stock ownershiup in their own COMmDanies. But
only a small fraction of these plans  incloded vating rights.
Moraover, in many companies, these plans  were substituted +$or
pension planes. This meant that i a worker struck against his
emplousr, he was alsog potentially reducing the wvalus of His
pension plan.

More recently, legislation has been passed reguiring  that
publicly held companies pass on vobing  rights  with the stock,
But vesting iz a slow process, taking years. Mevertheless, the
idea haz albtracted advorates of warkpl ace democracy, who beligve
that employee stock ownership can be a road +o worker control .
There is one major problem with the idea, however. Stoock
ownership doss not mean one person - onRe vote, but rather one
share —~ one vote. Thus it perpetuates the capitalist principle,
which vests control with capital, not with  woek. It simply
eguates the investors with the workers. But zince shares can he
ouned unequally, and moreover can be bhought and sold, only the
semblance but not the substance of democracy exists. The basis
of  democratic governance is first, eguality of decision—malking,
and second, the right of contesl being vested in those who
contribute work, not capital. ES0OFs and ESOTs do not gqualify on
2ither count. They can be made democratic, however, by setting
up a stock trust which votes the shares held. The board of the
trust is then elected by +the workers., But this indirect method
of participation has few tax breaks that cannot also be ochtained
by sstting up a cooperative, ' )

The real guestion for those who are proponents of  BES0Ps  as a
strategy for moving toward workplace demoacracy is  whether
anything has changed. Whether sharss are internally held or
arnternally held, the principle is the same: control by capital on
the basiszs of inequality rather than control by members o the

bagis of equality. it iz better, ne doubt, to have workers ocwn
their own busineess than to  have it externally owned and
controlled. But  this offers no challenge to  the capitalist

principle, but is simply a variant of it. With workers who oo
become accustomed to ownership, it may indeed be easier to croce
the dividing line between the capitalist form and a sl f-nanaged
form.  But this still requires a rethinking of the npature of
rights, and & fundamental restructuring  of those rights. The
allwre of an EBOF is  that it is gasy to adopt, offers tax
advantages, and remains within the known forms  of capitali=m,
But that is precisely its problem.

It is a strategic judgement as to whether eithees guality of
Work Life programs and cther forms of limited participation as
well as employes stock ownership plans should be supported
because they have a potential contribution to make . fto the sffort
Lo create workplace democracy. Emgentially the strategy seems to
involve a sort of Trojan MHorse approach: sneal o in something that



looks capitalist and will not be questioned, and then transform
it From within into something that i genuinely democratic.
Biven the difficulty in financing el ne worrker-managed
start-ups, it has been argusd by people whose commitment to
winkplace  democracy  this writer doss not doubt that stock
cwnership plans, at  least, do offer a method of financing that
because it iz broadly accepted, can be successful. In anv svent,
whatever the status of these pseuds forme of demoeratrization,
Erimmerman’s research indicates that many believe that the last
fow or five yvears has seen a gualitative change in the status of
the workplace democracy movement. This has oceourred along
several lines:

First, the workplace democracy movement has bhecoms sore
wurri Fied, Large, blue collar companies which are partially
managed have started to talk to the small collectives which are
ustally more ideological, and are concerned about such issues as
FECLEM, SEN L BT, and non—discrimination, as well as gurely
workpl ace  dssuss. The larger companies have begun to see
workplace democracy as an idenlogical and politiecal is=sue, not
simply & way of keeping a plant ODEN And on the other side, the
smaller companies have begun to be more professional, making
cartain members permanent managers rather than rotating the job,
geveloping internal regulations as well as by-1laws, and generally
hecoming morse structured. The twe types of enterprises  are
baginning to talk to each other; regular conferences on workplace
demociracy are being held, and representatives of the two groups
are entering into an ongoing dialogue, where pragmatise confronts
ideology.

In line with this development, groups of small cooperatives are
forming federations and associations, recognizing that there arse
economnies of scale and benefits to trading with each other, &
major problem that affecrts the worker maragement movement iz Lhat

the right sort of manasgement is unavailable, & traditicnal
managenent bachkground does not  $it people to work  in workes
maraged situations. But there are few within the workeor

management movemant who have the fraining and skille nesded €or
things susch  as  market tarecasting, Ffinancial management and

budgeting, planning, and so forth. Thiz problem iz being
partially remedied by the development of a number of educational
programs -~ et Cornell University,  at Boston College, and at

Hampshire Oollege in Western Massachusedte. However, the wonly
program which combines the management skills ~taught in an  HMEA
program with the ideas of workplace democracy is only a year old,
and iz at Guilford College, in Morth Carclina.

Second, there iz a shift toward a more combatbive approach in
which is oriented toward disgmpowering capitalist enterporises,
and transfering power to more responsible worker and community
Groas. In MNew Bedford, Massachusetts, workers took issue with =
cenglomerate seebking  to disinvest, and by making this =a



communitv-wide issue, with the help of resesarch into the
congolmerate’s pokicies undertaken by the Industrial- Copperative
Association, forced the conglomerate to reinvest  and provide
raises  for its esplovess. This did not result in  worker
managemnant, but it did confront the antisorial policies of a
corporation and force the corporation to be saclially acoountable
to its commenity and its workere.

In California, ar agency has been set up to form "oommunilty
re-employment  centers” which can pressure potential runaway
plants to provide alternatives, among these being conversion to a
worker —community owned enterpriss, Bther communities are
beginning +to recognize  that the right of corporations to
arbitrarily disinvest or pick up and leave must be curbed, and
that there exists a de facto social contract between a coanuand oy
which has sehb  up an infrastructuwre to Ffacilitates local
enterprises and the enterprises, such that the latter also has an
obligation to the community.

Third, we are now witnessing a move from the initial isolation
of  the worker management movement to coalition buiiing  with
like-minded groups. @ Few of the more militant unions such as
the Union of Electricians and the Machinists ars now sympathetic
to the development of worker-owhed anterprises in which, through
the union, a dgenuine degres of worker management is Hercisad,
Rluao, linkages are being created with the consumer coop movement,
wherre the "old" cooperatives are giving way in many areas to "new
wave' cooperatives which are strong advocates of saelf-managemesnt
for the staff. In the last two vears New Harbinger, the journal
of the consumer coop movement has carried numerous articles on
worker management. The Amer L oan representatives of the
International Cooperative Association in  the late seventies were
introduced to Mondragon, and came away with a far greater
appreciation for the potential of worker management.

It die worth while noting hers  that Mondragon, in the provinece
of Buipuscoa, Spain, has, in the last three or four vears, had a
growing influence on  the american movement. A BBC film on
Mondragorn has bsen shown extensively, and the writer has talked
with members of diverse groups including appropriate technology
groups, groups  favoring bloregional  decentralization, economic
reconversion  groups, and even groups in the human potantial
movensnt who have become strong  advocates  of worker management
mainly as a result of their encounter with the Mondragon film.
Admi ttedly Mondragon represents a cooperative island in & sea of
capitalism, maintaining a low profile and eperhewing militant
advocacy.  Bob its unparaslleled surcess in developing a system of
enterprises and supporting institutions  with practically no
tailuwres has inspired many in this countery. & group in the state
of Washington is seeking to develop a replica of Mondragomns in
Boston, the ICA, also is seeking te develop a set of coordinated
supporting institutions and =et  of coeperatives, using the same



tinancial and organizstional structure as Mondragon.

Fouweth, in conjunction with Mondragon, we are now witnessing

effmts to move away from  the #elusive foous on worbker buvouts
of existing snterprises, with their attendant difficultisme of
having to replace antiguated equipment, transtorm An
arganizational syvstem ans work style which the existing workers
have grown accustomed to, and often remain in an industry with
little or no prospects  for growbh. There is now a growing

interest in new starit—ups whore the type of businese can be
zelected 50 as  to be both financially viable and also matech the
chiectives of +the people invelved. Mowever this approach
presents a whole new set of challenges, reguiring skills and
knowlaedge which are as vet scarce.

In partizal response to this, & group in  Morth Carolina has
tormed the Cooperative Ressarch and Development Group, acting on
a proposal  developed by this writer. The proposal calls for a
core  group  of people with access to and  knowledge of new
products, especially proprietary products and patents, with
markating and packaging skills such that they are able to select
an appropriste product and then de the necessary market research,
product development and packaging needed to develop a finished
marketable prodact. The core group makes use of a8 network of
advisors and consultants wiith special skills, and researches
i versity centers  and  other places where new products and
patented ideas are being offered. It then works with groups
seeking Lo develop a self-nanaged snterprise, working to Find &
praduct suitable to the groups skille and interests. Ho far it
has helped develpop a beversge botitling plant, and is invalved in
resspareh on several other products,

£ related development is the increased sophistication with
which groups such as  ICA, Philadelphia Face, the Center for
Community  Self-MHelp in MNorth Carolins, and other technical
azsistance groups are able to do competent feasibility studies of
potential buy—outs S0 that often workers and unions are advised
net to attempt a2 worker bhuy-out,. where hefore they would have
leaped at any opportunity, no matter how marginal, i 1t promised
the possibility of salvaged jobs.

Fitth, the worker management movemant is in the process of
developing a coordinated intrastructure of institutions neesded to
gupport  the development of successsful snterprises. In addition
to  the edoacational and training programs,  the technical
assistance groups, the independent consultants, social investment
funds are being developed specifically for worker managed firms,
toy provide both the dnditial risk capital and the secondary
capital that traditional lending dnstitutions are unwilling to
give. However, the funds are as vet marginal and inadeguate, and
the resowces neseded to reduce the risk significantly  to
investors in these funds is lacking.



In the Mondragon system, the entreprenewrial divizion of the
Caja lLavoral virtually aszsures the success of a new project. But
technical assistance groups in this country have neither the
rendlwrces nor expertise of the Caia lLavoral. However, some of
them, including ICA, and a network of worker owned slupernar-kets
have developed investment funds, with investment tied to the
acceptance of technical assistance, and this is  an important
advance. Mhere investment rcapital spaecficially for wor ker
managemant iz available, new projects do net have to rely solely
on the often scanty rescources of their members, or sesk finanding
in the capitalist market on terss whick are usually completely
inimical to worker management.

A number of actonomous social investment funds have sRCUnNg up
in the lazt three vaarsi most of them are svmpathetic to workor
management, but few provide the high riszk front end financing
that ie usually needed. As vet, there has been no concentraticon
of resouwrces including educational, fimancing, and techrnical
assistance in any wavy comparabile o Mondragon., Nor  has the skill
levele been such as Lo  achelve anything like the Mondragon rate
of success. But there is at least a arowing recognition of the
nead for this level of both concentration of resources arict
protfessional expertise, based in large part on the mired recaord
ot attempts to develop worker management without thewss
characteristics.

Krimmerman®s respondents, in addition to mentioning the newly
developed strengths of the worles managemant movemesnt, indicated
a coarresponding number of weaknesses. The writer has  added to
these from his own experience:

Firsl, there was general agreement that business and managemsnh
rpertise was  in short  supply. This applies not only to firot
level enterprises, but to second  level  techrnical assistance,
tfunding and educational programs as  well. fs suggestad above,
this i& only beginning to be addressed byu the development of
programs  that  stody worker  management not &@s a  theoretical
subject but  in fterms of practical skills that reed to be
developed. There is 2 cultural schism between progressives and
radicals, whose training is mostly in  social science oF ohhep
"soft" disciplines, and those with hbusiness training, where
business ideology and values are inculcated. But radicals ars
now beginning to appreciate both the need €or professionalism and
professional training, and  Lthe possibllity of careers in worbker
marragement .

gecond, communication and exchange within the movement is still
inadequate. The maior membership organization, the seociation
for Workplace Desocracy, isie both weak and badly split over the
issue of what constitutes bworkplace democracy and what
constitates workers” aapitaliémfg Acadenics and resgarchers  have




beern accused of neglecting critical guestions in the interest  of
ressarch whiich is often useless and barely intelligibley; the
tragitional division between academics and practitionsrs sesms
not to have been bridged. There is a need for more regional
conterences, = that practitioners can meet and  engage in
intformation sharing:; but only i Morth Carclina has  this  been
instituvtionalised.

Third, the movement has ftailed to develop outreach it badly
neads. A number ot potential constituencies for worker
maragemsnt are yvet untouched. Rank and File waorkers have not
heerr made aware of what ile happening. Other groups which are
fighting capitalist hegemony have not been contacted. In some
sectors of the worker management wmovement there has been =&
territorial tendency to want to stake out a piece of the action
and preserve it for  themselves. This has hindered cooperation
Both within the movement, and betwesn the movement and potential
allies. The movemstth  is s yel oa;eswre of itselfy hence it is
aften leery of alliances with stronger and more established
growpas that might sap its resowces.

Foaurth, the movement is still extremely undsr—financed. This
i & result of ssveral factors: firet, lack of nesded financial
grxpertise. second., the difficulty of obtaining capital which
comes without control attached, third, the lack of clearcut
successes of the order of Mondragon which can be pointed to, and
whickh would attract seocial investoment., SGocial investment is now
considered, and rightly so, exitremel vy risky, and hence only those
gtreamely committed, with capital to spare, are likely to make
loans, or offer capital on acceptable terms. Finally, the lack
of & vehicle such as the Lajsa Lavoral., able to both invest and
overses or monittor the project on a continwing basis means that
the most effective means of ricsk reduction is unavailable.

I would add that thers is also lacking any sort of long term

strategic planming within  the  woeber management movement,
calrulated at remdying the defects listed. One could argue, for
instance, that given the small pool of real upertise within the

movement, it might be good to concentrate on a very few major
projects which would constitube worker managed systems in Lhe
fashion of Fondragon. But for the most part the movement its still
reactive, chasing piant closings =t relyving OF the
gntrepeneurialism and dedication of some one person able fto  pub
an enterprise together.  Techical assistance is also for the most
part reactive, responding to calls for help when they are
e ed ved, There is no group  seeking syvstematically toe develop
worker managed projects, although ICA in Boston and  the (Center
Fere Community  Self-help in NMorth Carolina have helped foster
lpcal initiatives., The reason for the lack of & proactive
strategy iz simple, howevers the resources are lacking.

fAnother deficiency lies in the area of new start-ups. Since

- -



neither the capital nor the ongoing monitoring and  techrical
assistance that characterises the HMondragon system is available,
the sntrepenswial function must =till rest with the start-—-up
o o . It is the witer s speriencse  that thie group, which
usually puts up ite own capital, and of course is the majior risk
taker, is often unwilling te aliow workers who enter once  the
company  has  hecosme successfully stabilized and ha=  found ithe
mariket to paticipate on the same basie as the {founders. Even
when they are willing, a covert distinction often remains such
that majior decisions rest with the initial group. What is needed
ie clearer guidelines which both allow a reward for the starting
group in return for the risk they have taken, but make s=uch &
reward  time-limited so that over time working members rcan
equalize their share in both kprofite and decision—-making. 8o

far as the writer knows ~~ and he has grappled with this probl eam
hismaefl as a founder —-— no generally accepted solutions have been

devel oped.

NMevertheless, the movement is growing. It is estimated that
there are now abeut 5,000 Firms with some degree of  worker
ownership and worker management, with about 1,000 being added

Bvery year . Fre 1979, very few had majority ownership by
workersy now about 500 have majority worker ownership. Also, an
groing . number  have democratic management;s unions are  now

concerned that worker owned firms be managed by the workers, with
wor ke and unlons representatives on the beoard, uvsually involving
a mixed control with banks and other investors. Whereas pre 1979
there were no large employes owned firms, there are now firms a
numbear  of firsms with  thousands of  workers ~— firms such as
Chicago and Northwestern Rallroad, & near-bankrupt railroad that
was sold to ite emplovees and is now sucocessful, airlines such as
Far American and especially Feople's Express, which has a - high
tdegree of both soployvee ownership and self-management, Mrireary
Tire and Rubber, Hyatt, which subrontracts with General Motors,
and the Milwaukes Jownal, a large city newspaper.

Alsn, whereas in pre 1979, there weres rno research studies of
productivity in worker owned plants, there are now sxcellent
sticli e of  productivity made by the Economic Devel opment
Administration of the Department of Commerce, as well as by
private schelare. These studies show  thalt  worker owned Firms
enjoy higher productivity and higher profits  than comparable
tirms that are not worker owned. These firms — the large. biue
tallar firms that are the product of worker buy-outs ~~ have not
sean themselves as directly chalienging the capitalist svstem.
Father, they see themselves for the most part as representing a
sort of TworkersT capitalism®, and are at most in & transition
phase between capitalism and something 2lse. The smaller firms
that see themselves as anti-capitalist are made up mainly of
middlie class dropouts, mastly with a college sdocation, whose
values have been formed in the counter culture. Apdvocacy and
technical assistance organizations have net felt that they had



the leverage to challenge the orientation of the large firms;
also, as workers and unions have become more conscious of thgd
role  as  worker-managers, thev have indeed developed greater
CONSCLousness of the rererd o clear wor-ber  managemerrt
shiructures,

For thoze who advocate self-managemesnt as an  alternative te
capitalism, *the goal as mpressed by many is  to develsp a
self-managed sector within the U, 9. sronomy, sumerhat analogous
to the consumer cooperative sector in the Swedish RLOMNOCEY . This
would stand as & model for all workers, demonstrating  the
viability of such a system, and also s@rving to encowrage workers
in*the capitalist sector to push for more equality and for a bill
e workers® rights. What are the chances of +thie happening?
There are some, incliuding mast of the @mors traditicnal
sochialists, who argus that it ie impossible to create  any
significant system o0if worker managemant within a capitalist
SCOnOmy . such & system has  been developed in  the Basque
provinces of Spain, but Spain is not the United SHtates, and the
mitent of capitalist hegemony in the U.g., along with  the
heightensgd individualism of American culture snd  the polyglotl
character of its pecples mitigate against a  Mondragon heding
suctessful in the U.S.

However, it is important not to underestimate +the stent  of
disaffection and deligitimation thatis being experienced in the
U.8. Folls commissioned by the FPeople's Bicenternial Commission
in 1974 have demonstrated that = majority of Amsricans believe
nei ther in Big Business nor in Big Government, which they rightly
see as allied in & conepiracy ageinst the citizen. Al though
there was — and is — little knowledge about what  worker
ownership would entail, & majority indicated they preferreod
worker ownership to stock ownership of business. I short, the
capitalist system is  already eufgfering a legitimation crisisg.
the existence of a sigrnificant sired self-mnanaged sector in  the
United States could only  add significantly to the crisis by
demonstrating that a wviable alternative to the capitalist model
can exist,

Tie tenuonsness of capitalist legitimation is demonstrated by
the fact that such mase wmedia leaders as Time Magarine and
HNewsweehk  take considerable pains  to periadically raise the

ofuestion of the viability of capitalism, invadriably answering

Cbhedir question by claiming that the only available optipns are
capitalism ~- known as “"free snterprise’ and sauated with a free
seoiety —— and the FRussian variant of stste socialiem, Howewar
ey though the wor ker managemsnt moevement has gir ot
tremendouslv, and is becoming more self-consciously a movemnent,
the ditficulties ahead are very great. It may be useful to
suggest what must happen if  the movesment is to rontinue growing
and  develop to a point where it could become a significant
economic arnd peiitical force —— whick clearly it is not as vet.



For this &mo happen, Jfirst, the movement  must clarify  ite
goals, A indicated, it now consists of tendenciss which are in
contiict, it not  in diametric cppositions the advocates of
"people’s capitaliem" via ESOFs and ES0Ts sand  the advocates of
Buality of Work Life prrograns clearly want o salvage the myatam,
even if what results iz g modified version of capitaliem. The
privelege and control $from the top would not be thanged, and
indeead, the present tendency, resulting from the corrent SrUEEeT o
on profits, il to heighten the Class war betweesn the ruling ol ass
@it the one hand, and  1abor and the poor on the other. The
advocates of worker management sie with workers and the poor, and
#% the clases war continues, the logic of evente is very likely to
saparate the two groups. This will help give the movement the
clarity as o obigetives that it is at prasent lacking.

Second, the movement neede te develop a cadre of trained

professional s, This may =seem anti-democratic, but without
tralned managerment, posssssed of  hobh Hpertisse  and the
commitment to demmeratic values, wonlor managed firms cannot
compete  with capitalist tirms., In addition to managemesni,

financial specialists are needad to develop fundsz able to finance
Wi kel managed starf-ups, Methods of minimizing risk must be
developed, and some syetem ot closs monitoring must be
zubstituted for suterpal equity contrel. The sources fop capital
on the zcale needed are at present hard to imagine; existing
vehicles suech  as  limited partnerships orf F e passibilities
consonant with the aims of woebor management, but so far few have
the skills to put these together.,

Third, some system for in%titutimnalizing the entrepensurial
functiom, anal ogous o the enpresserial division of Mondragen
must  be developed. small  steps have been taken in this
direction, but much more is neaded. Fourth, all of this in tum
waits on the development of more educational programs focuszed
much more apecifically on imparting the skills training nesded to
accomplish the ahove btashke, At present hwo programs with a
practical orientation are Just beginning: the MBA program at
Builford Program, and a program at  Boston College Joining  the
Frogram on Seocial Foonomy and the Business School. Whether either
of them will be able +an provide the sort of training neoeded is
yet uncliear. ond of course there i a reciprocal dependence
betwesn such programs and  +the eistence of the institutions
Capable of creating woerker managed firms which could provide jobs
for their graduates.

Finally, & program in sorial and political education is nesded
to develop the needed ronsciousness and clarity regarding common

goals  and strategies. This could be accomplished through
regional conferences, newsletters, and an effective movemant

magazine, which iz as vet lacking. Also, there ie a general lack
of understanding of the basics of the capitalist SLIOTIOMY and



this needs to be rectified. The Popular Economics Instituke in
Amhaerst has been providing this sort of education to labor peopls
and community organirers, via two week seminars in the summsr. A
similar program is needed {for members of worker managed firms. A
central feature in such a program would be a clear definition of
werker management  and  how it differs from the various forms of
workers® capitalism, along with what its broader economic  and
social effects would be. '

The strength of the worker management movement is  that it
restructures a fundamental activity of 1ife, namely work. Since
this atfects svervone, the appeal of worker management is Ve
hroad. It is pogeible to recognire that changing the conditions
of  work is only a partial response to the problems of modern
industrialismy; & concern for the nature and integrity of products
ig al=e needed, as well as a concern for the human environment.
Also, the whole technrology of proguction, involving as it doess an
extensive specialization and both vertical and horizontal
division of labor must be rethought.

But this comes later. Ba far, the worker management movement
has been too involved in the struggle to be successful on any
terms Lo spend much energy being concerned about what it groduces
and what the environmental impact is likely to he. But at that
point that it develops a capability +o engage in  start-upes
invalving a careful choice of products and technologies. it will
have to contront these issues, and st that point, it will be able
to forge alliances with the consumer novement developed by Nader,
and the snvironmental movement.

At present the union movement i this cowntry is  at a low
point, having iongt membership and having swuffered From a
grolonged period of heightensd unsmpl ovment, and from  Lhe
haiaghtensd class warfars that has ocourred in the last five or so
yvears, The more progressive unions are beginning to gqusstion the
historic accamodation that the union movement made in  the 407s
with capitalismy & vounger and more militant leadsership is
gmerging, and there is a willingness to consider more radical
alternatives. It is as vet unclear whersa the labor movemsnt will
g from here. Bub there ds an openness to new  ideas, and
increasingly, representatives of organized labor are both
sponsoring . as werl l R attending contarences or o ke
managemsnt . I+ the labor movement could ever liberate the
hillionms of dollars represented by labore pension funds, the
papital problem could be solved For good. But  the legal
ohetacles to accomplishing thise are considerable, and organized
labor is just beginning to consider this as a real possibilitv.

The movement +for workplace democracy —— and for that mattsr all
other movements with a radical potential — are handicapped by
the lack of a significant political left in the United States.
Thus political coonsciousness cannot  be  assumed; it must bpbe



created. This ia as true in ogrganized labor as elsewhers. Bt
worbker management ie dependent for its success primarily on the
ghill with which it ig able to develop viables sxamples. Hsre, &
doctrinaire ideology is morse likelyvy to be & hindrance than  a

help. .5, culture is in any event anti-ideological  and
pragmatic. Sureeseful examples of worker management can appeal

to that  pragmatic  bentl. it may be, thus, that the movement for
workplace democracy contains the best prospects for long term
change of any of the movements now around. I it can speak to
the continuing sconomic and social crisis, with iis accompoanving
crisis of legitimation by peointing the way for & new and extended
definition of democracy while at the same btime speaking to the
very practical need for jdobhs, and the pesvehological need for
meaningful and non—alienating work, its long term effect might be
reat indesd.
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