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* gchools. But the most spectacu-
lar variety is its industrial co-

'--nearly 15 per  cent.
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A TWO-HOUR bus ride from
~ San Sebastian and you will find
"_yourself in the charming little

" Basque mountam-valley town of

-‘Mondragon. which is the birth
place and nerve centre of an

' astonishing group of- co-opera-’
" tive. enterprises, The group in-

cludes numerous varieties' of
co-operatives = covering hous-
agriculture, shops and

ops.« The first of these was
started in 1955 and now there
are 62, ploying a -total of
more than 14,000 people with an
annual turnover which, even be-
fore the latest fall of the pound,
‘was! running-close to £200m. :
+- They: \mf;lude some of Spain’s
lar.gest ‘producers of consumer
‘durables ‘(in particular washing

- machines and refrigerators) and

of machiné tools, They appear
to be competitive not only inside
Spain but beyond its borders—
of the
grnupg total productmn is cur-
rently exported Recent foreign
cohtracts include building plants
to make washing machines in

the Ukraine and refrigerators

in Tunisia and Mexico. This is,
therefore, a group of successful,
modern, high technology, mass-
production enterprises with a

growth record of which any capi-

talist could be proud.
While, like any other group

-or. enterprise in Spain, it has

taken advantage .of - whatever
official credits, and grants are
available; Mandragon has not
been the recipient of any special
State favours. The group resulls
essentially from ‘a grass root
and local - (if also Basque
Nationa]) movement., But/the
co-operatives would almost cer-
tainly not be where they are
—or exist at all—were it not
for one man. He is a Basque
priest called Jose-Maria Ariz-
mendi, who inspired a small
group of five men. These men
in 1955 founded the first pro-
ductive enterprise — ULGOR

-which is roughly the acronym of

the initial letters of their names.
IFather Jose-Maria, now' in his

‘T0s, is still very much alive.

ULGOR, which produces con-
sumer durables, is the largest of
the industrial co-operatives with

¥ a workforce to day of mnearly

3,000. Of ‘five original
promoters, three hold top leader-
ship positions in the group, one

quite early, stage )

the ‘Basques

‘approached

is «dead, and the ﬁfth left the mg comhmatwn was .o *Uﬁ‘er able than the* bank’s size is its

co-ops to set up on hlS

The group: trace
back beyond the’ .fOundatlon of
ULGOR -in“71955, to.the early
1940s. ‘It was then that Fr José:
Maria, who had been<on the
republican side in the civil war
along withithe vast majority of
came
dragon. He found a demoralised
community. ' As someone with

‘a strong commitment to social

and, ecoromic development he
also found: that all the normal
roads to  progress . (whether

directly political or via trade |

union organisation) - were:
blocked off.. His response was
to raise money locally to set up
a little apprentice school. The.
five ULGOR founders were all
its graduates and din 1955 they
decided to set up their own,
enterprise making small metal -
heating stdve's i -.‘ :

Structure was -
‘accidental’

They registered their enter—
prise as a co-operative, a choice
of structure that they now say
was ‘ accidental ” in the sense
that Spanish law offered no
alternative form which corres-
ponded even remotely to their
ideas, Sothe Mondragon indus-
trial co-operatives were born.
After ten years the workiorce
had risen above 4,000; after the
second  ten it had Teached
14,000, After ten years sales
“3bn. pesectas
(£245m.), after the second ten,
they exceeded 20bn. pesetas.

The apprentice school was
steadily enlarged and began
teaching degree ' courses in
engineering in the early 50s. It
has grown and prospered along-
side the productive enterprises
themselves and now occupies a
magnificent set of new build-
ings, with what looks like the
most modern equipment, a mile
or so from the old centre of
Mondragon,  But its most un-
usual feature is essentially a
democratic one. It still offers,
within one institution, both
craft courses and programmes
for doctorates in technical and
engineering subjects. It is as if
one could take a course in weld-
ing at MIT (and as if the result-

to Mon-.

/n at a, not in:Boston-but in, sdy. Rapxd”rewrd.n of.

Ci Wyomlng) S04 7 g
-'The institution ha playéd a’,
crucial ‘role”in ithe ‘growth.
‘the. co- ope,ratwes ‘It“is’ one’ of
“the only two “federal!” nrgam-
sations: which ;the productlve
enterprises share. ILS‘~exlstenLe
has ‘made it'possible; for them
to "satisfy all; or, a]most all, of
their ' manpower,. needs from
within.'It has.alsp’ made, it. pos-
sible for theni to tie in tralmng
programmes: very . tightly with
their | plans for futl.ure:n expan-
sion.

The second. “ fede:a] i mgarf:-
.sation which the to-ops share is
their bank. -Its $panish name is
the Caja Laboral ’Papular—or,_
reughly translated,’ the  “ bank
of the people’ s'labour or more '
simply the “workers’ bank.” In
effect it is a hybride It is partly
what we would think of as a
trustee: aavmos “bank because of

Jits 11u1nemu<; clientéle of sm‘;ll.r

depositors though it “also pro- .
vides standard banking facilities \
for, and holds ' the  cash’
balances' of, the co-opératives
themselves. But it is also an
entrepreneurial or industrial-
merchant bank. (Its largest
section, ‘with a current work-
force of over 90 is called in
Spanish the Division  Emper-
sarial.) i ¢
The new headquarters build-
ing is large and modern with the
highest quality of workmanship
and finish. And from the Basque
carvings and sculpture which are
on show there, the bank clearly
sees itself, among other things,
as inheriting a banking tradition
of patronage of the local arts.
But 1 found myself wonder-
ing what a traditional banker
would make of the fact that the
maximum salary differential
permitted in the bank, as in ail
the productive enterpriseés and
in the school, is 3:1 before tax.
Started in 1960, the bank had
a total of 64 branches, spread
around the Basque provinces of
Spain, at the end of last year. Its
1975 balapce sheet shows tofal
deposits of just under 15bn.
pesetas'with capital and reserves
at just over 1.5bn, pesetas. Pre-
tax profits for the® year 1973
were a little over 400m. pesetas.
So, even by Spanish standards,
this is still quite a small, and
basically a local operation.
What is much more remark-

s in “both |
1sma'll ﬁx.ed nterest |
m’ small, sa‘irers and

mobllialng
'depumt

fin puttmg ‘them’ to’ wnrk vinithe

‘arda 'by. advancing’ shcrt and |
‘long term credits to co—operau\c
industrial enterprises.” It-is 4n
extraordinary dchxevempnt Andd
the famlllar clearing banks 1.
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not really a parallel, though
doubtless some of the money
deposited in a particular; area
will be advanced to_industry in
the same locality. It is much
more as if a local building
society switched its main focus
from the financing of houses to
the financing of local industry
and new jobs. il Sl

The bank explains its success
as 'a fund mobiliser on' two
grounds: 'first, - its .appeal to
nationalist ' Basque ' sentiment
and secondly the conseryative
and slow-footed ways' of its main
eompetitors among the savings
banks. Of course, what is most
remarkable is not so much it§
success as a savings mobiliser
but its success at * picking win-
ners” or rather ‘at'both- picking
and promoting them. Apparently
not one of the industrial co-ops
to which the bank has advanced
money has ever gone bankmupt.
It might be more accurate 1psay
that not one of them “hasibeen

allowed to go bankrupt.’ All'the
same, there is no suggestion that
the number of rescue operations
which the bank has ha o mount
is at all large B

All this conﬁmns t-he han.l\s
own account of itself: :t”ls‘ not

pos iy




only (or even perhapa mamﬂy)
a financial institution., It is
equally, and pérhaps more $0, an
entrepreneurial and  industrial
management gne...In effect no
new co-operative is promoted, no
major, expams*dn or diversifica-
tion jstundertaken,; without the
hank-; advice and support. More-
over iits professmnal and mana-
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emrepreneunal leadersmp but sides nf mdustry} Of course
from the joint efforts of .that this differential « limit, given o
leadership on _the one hand that the lowest rates are main-
and an mcreaamgly large work- tained at or slightly ahove those
force of ordinary people on the paid locally and given that
"other. In other words this is a differentials 'outside are much
most successful exampe of a wider, will mvnlve financial
combined - endeavour® between sacrifice-on' the part ‘of the top
the two “sides” of industry; managerial, _-and pro_ftssmnal
This brmgs us to the S!n"Ie most staff. ° 4

There is a second key struc-

TPATTERN OF THE BASQUE
= VES i

TRIAL CO-

' tural feature which:' has a
i similarly , positive effect.. Sub-
* ject to a short'period of proba-
« tion, every, worker in the

co-operatives must buy a capital

stake .imo Lthe. enterprise—
- currently costing around £1,000.
*/Those with insufficient personal
'savings 'may ‘have the smoney '
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a period of up to two years. Not

less than 30 per cent., and not
. more than, 60/ per cent., of. J;hc
{ annua! profits;of each co-opera-
4 tive must. hejeredited to these
| individual jcapital accounts. For
| “.some. of.l.the tlongest serving:
" workers “thes ‘money in these
" accounts—which normally can-

not be ‘cashed until the person

1100 |
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gerial resources are always at
the service of the co-ops should
the need arise; and it is no acci-
dent that its chief executive, St.
Ormaechea, is described:in Mon-
dragon 'as the: essential entre-
preneur among the five founders

. of ULGOR. .. -, (36
Yet it would be wrong 10 jump |
to the conclusion that; national '
; Bascjue sentiment apart the
, main reason for the' success of

. of this ‘very high powered and:
. professional “workers bank.” It
would ' be wrong' because what
has been .achae'ved results essen-’
tially mot 'just from high level

the co-ops has been the existence {income differential of 3:1,

| £15,000. It isieasy to’see both

hin! of lsue
important ° puzzle which the' r.w“f th.e pwnet‘_éhlp_. Of ‘Sllljth
phenomenon of the Mondragon capital sums can do nothing but
et il T good for the people’s .feelings
co-operatives raises—namely 'to 0f & solilatile " andithat they
dsidt -t fal’ H LY i L
gg?ttzr::i;t ,ﬂ]ﬁ! i\iongiagsnpncc:‘?}l- are likely to encourage a lively
opeﬁti?és'-"%truclure ) io sense of involvement ,in l}}e
Ly imeie it igh it ‘Basque co-nperatwns fortunes. ' .«

nationalism which explains th15 * The third feature is the demo:
remarkable SUCCess, I'.‘J."Eltlc puwcl‘ .arrangementﬁ of

‘One feature of the'‘co-opera.: the cowops: ‘There is the familiar
twe ‘structure, already men-!
tioned, is the maximum pre-tax’
It
is | difficult . not - to -accept the. 5 i
bank’s view that it is a hig fac-, is called the control” hoard.

tor mak]ng for. X solldamty“ ' This’ control!s board: ‘in' turn
(and thus, for_effective *“ com-. appoints’ the management.
bination /. hbetween .the two Flnally the Mondraﬂon "co-

general | aésembly ‘of all enter-
prise. workers -and . members
which elects what at Mondragon

énterbﬂsés i
asques

.managers

' deducted from;their wages over |

vesting'of final;sovereignty in a

ST DY
it 1 1 bt neih

OIJEI‘EUVES have not been ‘short
high* level and dvnam‘{u

and pm}e%nmalsr—'
in contrast with both the l'rcnr-h
industrial co-ops and the tiny
handful ¥ of producer co:ops
which survive in this country
from the last century. It is eaSy
to see-that a baswa]ly'arlisan
and working class leadership—
which has predominated in the
British and French experience
—might«feel " inhibited | about

recruiting - managers and = pro-
febsmna]q with thrust and drwé

Professwnal
‘léadership

So far:at any' rate' ‘the M’on-
dragon ' co-operatives have
avotdedfthts problem, I suspect
that they have done so not only
becauSe -of the tinifying force
of Basque. !nationalism ' but
because: effective. leadership has
remained with the; professional
and ‘managerial groups “and
because that state of affairs has
not yet' been serigusly chal-
lcnﬂ'ed

Thele 'm_ tlwl'.efrgre a..,bas‘ic
lesson .to be leafned from, the
Mondragon success. .. It-ispto
realise the importance of: self-
help—or people’s capitalism’as
it can be called in 510ﬂar| terma
Those, who believe that) the
“failure?:
Atlantic world may stem in.part
from its.ambigudus attitude o

self ‘help and self. relience. will -

find much to support that belfef
in sthe Mondragon -experience;
The author is working with! a
common-ownership  enterprise
in Sunderland and has pisited
Mondragon fm- the' \Anglo
German , It oundation,. for .t
Study of Industry. s ., -:.‘;
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enafbled '.Bﬂlta.m s rﬁrst ‘professory
. ship in-design Management to be
, established. * '"The money ' has
., been given by the Waolfson
i Foundation for a chair in design
. imanagement to be created at the
+ Royal College of Art, in- Lcmdon

~Annpuncing lshe séttmg up of
. th F
; the Farm
LY o

‘has ‘studies’ and in engmeerlng pru - decade . am‘] that the need to

duct development, The uni- study “the interaction of the
versities of Lancaster, Warwick'design: and the 'management
and Surrey might meet the re- process to evaluate the contri-
quirements although it is still bution of design to business per-
too earlv to cnvisare such a'formance has also been widely
move becoming a reality. = .. recognised by industry.

The Royal College feels the  The grant will ‘cover a seven-
.stibjects of design management year period. Should the profes-

on ‘has bwn g'ammg mcreaamgly sorship: develop as ‘successfully

.)

demlc mst for desngn ménagement

would hope that the chalr wmﬁd
subsequently be  supported.
financially by the Departmentof
Education and Science, as-are
all its other existing chairs. !
The Wolfson Foundation h}ls
made jts donation in line,; with
the  policy of idits trustees «fo
‘““help:: the modernisation. of
the rcommercial  and - economic
position‘of the UK.
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Cullegol

‘aﬂ‘ befﬂig wide' recog‘mflon ‘overithe' 'past’as enWSggeﬂ_ #the Royal ' College
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