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Part 1 – Exemplar Case
Innovation, Entrepreneurship and Enterprise at Mondragon, Spain
In 1941, Father Arizmendi – a Catholic priest – arrived in the civil war-torn town of Mondragon, in the Basque region of Spain. When Union Cerrajera, the largest local employer, refused to open its schools to all children in the community, Father Arizmendi chartered a parents’ association and organised door-to-door collections to fund a new technical school. 
In 1955, five of Arizmendi’s graduate engineers began an industrial enterprise.[footnoteRef:1] In 1959 it adopted a co‑operative constitution that formalised its commitment to democratic ownership and member-control. Each worker‑member contributed capital and arrangements were put in place to hold this capital in a credit co‑operative so that profits and losses from trading could be managed at the end of each year. Members of the community who wished to provide support could open their own an account at the credit co-operative, and 300,000 did so by 1980. Unlike most banks, its workforce received bonuses in proportion to the wealth created for its customers, rather than itself, and shared its own profits with them to spread wealth throughout the entire community. These social innovations enabled the community of Mondragon to eliminate poverty and become a wealthy region in Spain while raising a steady supply of capital for new co-operative ventures.  [1:  	This company transferred to Mondragon in 1956, which is generally taken to the be the start of the MONDRAGON.] 

By 1980, over 80 ventures had been created, providing employment for 17,000 people, with additional support institutions for primary and secondary schooling, higher education, research, housing and social insurance (BBC, 1980). This success attracted interest from researchers at the London School of Economics. They concluded in 1982 that the Mondragon network not only had a ‘co‑operative advantage’ derived from its operational model, but also enjoyed benefits from wage solidarity between managers and workforce members created by setting a 3:1 ratio between the highest and lowest paid. When workforce members were asked why the co‑operatives were performing so well, the response was the quality of the managers. When the managers were asked the same, they responded that it was due to the quality and commitment of the workforce.
By the turn of the century, 24,000 of the town’s 28,000 inhabitants had a stake in one or more co-operative venture, and benefited from profit-sharing arrangements (Long Island University, 2000). The network continued to expand to over 100 member co‑operatives with a growing number of overseas partnerships and holdings. Unlike the US, where wage differentials between CEOs and workforce members have grown to 419:1, the members of Mondragon co-operatives continue to limit wage differentials to a maximum of 9:1. To increase the initial wage ratio of 3:1 all account holders have to approve it on a one-member, one‑vote basis. In the last 60 years, no workforce has approved a differential of more than 9:1, and the average is steady at 5:1 (Ridley-Duff, 2012).
Growth has slowed during periods of recession, but the trend has been continuous growth for nearly six decades. Between 2006 and 2016, numbers fell to 73,000 partly due to recent economic crisis in western economies, and partly due to two successful co-operatives deciding to become independent from the group in 2008. However, there is still 85 per cent that are member-owners. In addition, 11,382 students were studying in Mondragon’s co-operative schools, colleges and university.[footnoteRef:2] While the recession has resulted in manufacturing job losses at Fagor (domestic appliances), and some stores in Eroski have been sold off, the model still extends ownership and profit sharing to both staff and customers (MCC, 2014). Those affected by the contraction of Fagor have been redeployed, re-engaged in study or supported by Lagun-Aro, a social insurance mutual that provides better benefits than the state (MAPA Group, 2013; Lezamiz, 2014). [2:  	4,800 are studying for bachelor and masters degree.  I am grateful to Ander Etcheberia for updated information on Mondragon, provided 14th Sept 2017.] 

Mondragon is the outcome of visionary social entrepreneurship and collective action. Father Arizmendi, who died in 1976, was lauded for the democratic design of Mondragon’s banking and governance systems (Bradley and Gelb, 1980; Whyte and Whyte, 1991). His individual vision was buttressed by the collective commitment of a community of people who wished to build an economic democracy based on social solidarity and co‑operative business principles. The result has been to eradicate poverty and create a workforce achieving the best productivity, profitability and corporate social responsibility (CSR) outcomes in Spain.
Video resources: 
· Mondragon (documentary): www.youtube.com/watch?v=2zMvktpKDmo (1980) – documentary on the origins of the Mondragon co-operative network. (link no longer available)
· Shift Change (documentary): http://shiftchange.org/ (2013) – compares Mondragon with networks of green / co-operative businesses in the USA.
· Together (documentary): www.together-thedocumentary.coop/ (2014) – see the final case of four for a discussion of resilience at Mondragon after the 2008 financial crisis.
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