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The Mondragón Cooperative Corporation (MONDRAGON)

In 1941, a Catholic priest arrived in the town of Mondragon, in the Basque region of Spain. The town was quite small, with fewer than 10,000 residents, but had a strong industrial tradition through the presence of a company called the Unión Cerrajera. Initially, Father Arizmendi was invited to provide religious instruction for the company's apprentices. As one student commented “he taught classes in religion and sociology - and really his religion classes were mainly sociology” (Whyte & Whyte, 1991, p. 33)
	In the mid-1940s, after the Unión Cerrajera refused to provide funding for the education of working class families, Father Arizmendi chartered a parents’ association called the League for Education. This organised door to door collections to fund the Escueal Politécnica Profesional - a technical school at which the children could receive a technical education. The arrangements for running the school involved the community by allowing four groups of members:
(1) anyone expressing a desire to join the League for Education
(2) anyone who paid a subscription to the League for Education, or contributed in kind (e.g. by teaching).
(3) sponsors who gave annual contributions towards the running costs of the school
(4) honorary members (i.e. organisations, such as local authorities, that had to be represented to meet statutory legal requirements).
	The first graduates from the school became engineers at Unión Cerrajera. In 1954, when the company decided to issue a new block of shares, Father Arizmendi negotiated a meeting so that his new graduates could ask the company for a chance to invest in their firm. They were refused. The graduates then approached the central government in Madrid and lobbied authorities to sanction a state-sponsored programme enabling engineers to purchase shares in their own firm. This too was rejected.
	The five graduates - Luis Usatorre, Jesús Larrañaga, Alfonso Gorroñogoitia, José Ormaechea and Javier Ortubay - told Father Arizmendi that they were determined to start a new company that embraced the social and economic teachings they had learnt in his sociology classes. Although the students had a clear political outlook, their immediate concern was to remove barriers to the progression of their careers, and to secure incomes for their families. In their favour, they had a record of involvement in community work and had developed good reputations as the first university educated children of working class families.
	In 1955, the five engineers took over a bankrupt firm, acquiring a licence that enabled them to build electrical and mechanical products for home use. In 1956, they established a constitution that became the model for over 250 organisations, with more than 100,000 staff that subsequently joined the Mondragon Cooperative Corporation (MONDRAGON).[footnoteRef:1] Their organizational arrangements are summarised in Figure 1.  [1:  	In late 2017 the figure was 73,635 (updated during field work). Some job losses occurred after the 2008 financial crisis, some due to the sale of Eroski stores, and some reductions occurred because co‑operatives have left the Mondragon Corporation to be independent co-operatives.] 

As Turnbull (1994) notes, these unusual arrangements split decision-making into three bodies: (1) a management council that created operational plans; (2) an elected governing council that represented the views of members as owners of the business; (3) an elected social council that represented the views of members as workers. The members of the organisation are its workforce.
	Today, member businesses of MONDRAGON still use this system (although smaller co-operatives do not have social councils). The elected bodies comprise members of staff who work in the organisation (or - in the case of universities, banks, schools and retail stores - mixed groups of workers, consumers and supporters). The governing council is elected from a General Assembly of all members. The social council is elected to represent each department and/or stakeholder. 
	Unlike a conventional US/UK company, MONDRAGON is registered as a co‑operative. Under these laws, members are legally self‑employed, even when their day-to-day jobs are much the same as "employees" in private companies. As a result, MONDRAGON also established a welfare organisation that provides social insurance to members and their families. Secondly, members can purchase a capital stake in their company and receive a share of the profits - indeed, staff are required to purchase capital if they wish to become a member. In 2006, over 80% of “employees” were also members with a final say on key decisions and the leadership of their organisation (ICA, 2009). 
	Each member business has an HRM function, and the director of this is frequently (but not always) elected to the governing council (Ridley-Duff, 2007). Normally, there are some managers on governing councils comprising 7, 9 or 12 people, but they are typically in a minority. The HR director attends the social council[footnoteRef:2], but since the late 1970s (after a strike at one of the largest member co-operatives), managers and governing council members are no longer permitted to chair the social council. Members can join trade unions but by-laws restrict the right to strike (on the basis that members already control their enterprise). Elected representatives can now register their affiliations with other organisations and speak on their behalf: this provision allows members of a trade union to represent its view in the various councils. ‘Little’ social councils (‘consejillo’) involve both members and non-members to maintain openness regarding the situation of the cooperative, and to ensure all workers have a voice in governance. [2:  	This is generally in a non-voting capacity. Basque co-operative law says that if you are more than 50 members, you can have a social council. In MONDRAGON bylaws, if you have more than 100 members, the social council is mandatory. Our thanks to Ander Etxeberria to help update this information in 2017.] 



Figure 1 - Governing Bodies in a Mondragon Cooperative


Source: Ridley-Duff (2007, p. 123)

	Oakeshott (1990) reported that there was a strong disciplinary code for workers. Against this, however, it is extremely rare for any member to be expelled. Members can ask the social council to investigate the conduct of (or, at least, obtain explanations from) managers who have disciplined members. Even in cases of theft, workers are suspended for a period (and may lose their share of profits) but are not excluded permanently from the organisation. Cheney (1999, p. 139) reported that:
The culturally grounded tradition of discussion, debate, and confrontation is still alive…In marked contrast to my experiences as a researcher and consultant in the U.S. organizations, I found nearly all employees of the cooperatives to be quite open in voicing their criticisms of their supervisors, managers, and elected officials; there was clearly little or no fear of reprisal.
	While there has been criticism of the way that the Mondragon co-operatives have eroded trade union membership and working class traditions (Kasmir, 1996; 2016), most academics and practitioners (including the United Nations) continue to applaud the achievements on Mondragon as one of the finest examples of workplace democracy and “employee voice” in the world (Forcadell, 2005; Schlachter, 2017).
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