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Abstract

This study is a sociological analysis of participatory-democratic
organisations in “third world  contexts. Firstly, it assesses the
degree of participatory democracy in each enterprise studied.
Secondly, it explores whether cooperative development is a
process. Thirdly, it assesses the applicability of existing
theory in the field for organisations in “third world’ contexts.
The data used is predominantly qualitative, though quantitative
information is utilised. Qualitative data is gathered from in-
depth interviews using semi-structured questionnaires,
observation and the examination of primary sources. Empirical
information is analysed in the light of theoretical constructs
reviewed and practical constraints identified by other
researchers in the field. The key construct is an “ideal-type’
participatory-democratic organisation.

Significant findings include the following: (a) cooperatives in
‘third world’ contexts are formed and Jjoined primarily for
material reasons; (b) specific constraints include a severe lack
of basic education among cooperators, relationships of dependency
between co-ops and service organisations, and a ‘survival’
consciousness among cooperative members; (c¢) the nature of
relationships between cooperatives and service organisations have
significant implications for co-op development; (d) there is a
relationship between organisational structures and viability as
an economic unit and (e) members in different positions in the
enterprise have different conceptions of cooperation.

The study concludes that cooperative development is a process
involving different stages characterised by different degrees of
participation in decision-making, viability, organisational
development and cooperative consciousness. '
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I. Introduction

Tﬁe stimulus for research into cooperative forms of organisation
in South Africa (SA) has come from two major sources. One is the
growing recognition of the extent of unemployment and a
cohsequent interest in survival mechanisms of the unemployed in
ﬁhq context of limited state social welfare. The other is a |
growing interest in the response of organised labour to repeated
mass retrenchments in the context of industrial restructuring.
These responses include attempts by trade unions to creaté Jjobs
for retrenched workers throughvthe establishment of producers’
cooperatives. Such action on the part of trade unigns is linked

to their attempts to keep retrenched workers organised.

The struggle of labour against reStructuring should be seen in
the context of the extended economic crisis facing this country.
Among the key participants have been the independent black trade
unions. This struggle in combination with the independent unions”
emphasis on industrial democracy has raised critical questions
about relationships between capitalists, labour, management and
the state. These questions have contributed to laying a basis for
ideas and practices for building industrial democracy‘and,
eventually, socialism. Cooperative forms of organisation can be
gseen as possible ways of creating Jjobs, albeit in a limited way,
while-at the same time contributing towards building industrial

democracy, social democracy and socialism.



The stimulus for this researgh comes from an interest in both
survival mechanisms of the unemployed and various forms of
»industrial democracy. More sgecifically, 6@r interest is in the
cooperative form of work organisation as iﬁplemented among the

unemp loyed.
A. Local Debates

The issues predominant in local debates on cooperatives echo
those raised internationally (ILO: 1988). These inciude mainly
(a) the nature of coéperatives;

(b) their social and economic potential;

(c) the roles of the state and trade unions in supporting co-ops
(d)aggonomic viability in co-ops.

In the light of limited local experience of cooperative
organisation, more recent debates are concerned with the
possibilities and limitations of cd—ops'as partial solutionsvﬁo
unemployment and vehicles of social tfansfbrmation»(Philiéz 1988; .
Etkind: 1989; Jaffee: 1990; Lupton: 1991). Furthermore, in the
light of new political developments in South Africa and
discussions around post-apartheid social and economic policy, the

role of cooperatibes in the economy has been placéd on the agenda

for future policy.

This work attempts to contribute mainly to debates about the
. nature of cobperative development‘and possible implications for
the role of support structures including service organisations,

the state and trade unions. Considering that the main issues



around cooperatives are intricately linked, however, this work
also contributes something to the other debates listed above and

currently in progress.
B. Focus of this Work

Various types of cdfops are to‘be found in SA, nanely,
agricultural marketing co-ops, consumer co-ops, credit unions,

- and producer co-ops. This work focuses exclusively on the
development of producer cooperatives among the marginalised
population of SA and Zimbabwe. More specifically, this work is
"concerned with processes of organisational democratisation with
an emphasis on participatory democratisation. A key underlying
assumption is that successful cooperatives, like any other type
of economic venture, have to be econbmically'viable. In this
fegard we focus briefly on economic viability of the co-ops

‘studied.

The two key goals of a co-op include economic success and
democratic organisétion. From a sociological perspective, the
organisational form of_a co-op must perform two roles: firstly,
it must support and not hamper economic viability: secondly, it
must be of such a nature as to Jjustify the néme ‘cooperative .
.‘Indisputably, economic viability is the fundamental priority of a
co-op, for without economic viability, there can be no co-op. It
is important to recognise, however, that the fdrm of democratic

organisation adopted has significant implications for success as



a éooperative economic unit. Hence the focus in this work on
democratic organisation in co-ops.

In addition,~éonsidering that both South Africa and>Zimbabwe are
characterised by predominantly capitalist social relations, this
work is concerned ﬁith the development of producer cooperatives
in capitalism. Hence we will not refer to such ventures in market

and/or state socialism.

This work is a sociological analySis of cooperatives as
participatory-democratic organisations (PDOS). It is not an
vattempt to provide a political economy of co-ops in SA and
Zinbabwe . For this reason, the theoretical chapter of'the

" dissertation is specifically concerned with (a) participatory
democratic organisation and (b) cooperative dévelopmént as
process. This chaptef does not attempt to prqvidé,a history and

context for the emergence of cooperatives.

The analytical feature of this‘dissertation places it firmly
within the discipline of sociology, specifically, within the
socioldgy of democratic organisation. The étrength of this work
is thus in its contfibution to an analysis of cooperatives as
participatory-demoératic organisations‘and nét in thebeconomic
anélysis of such enterprises.‘The latter task is best ieff to
economists, however, the two approaches must‘ultimétely be
integrated to provide a comprehensive picture of co-op

- development.



Finally, this work is specifically concerned with the development
of co-ops as:PDOs in a “third world® context. This context is
seen as one characterised by

(a) low per capita incomes;

(b) low levels of skill and education; i

(c) illiteracy and innumeracy; .

(d) relatively high levels of structural unemployment;

(e) low levels of technological development and
(f) severe shortages of capital and skills.

C. Dbjn&tivnl

The objecti§es of the dissertation are twofold. Firstly; we wish
‘to assess the degree of participatory democracy in each of the
enterprises studied. Secbndly, we wish to explore whether
cooperative development is a process involving various stages of
" -development withvdifferent degrees of democracy and ecbnomic
viability. These objectives are important since they ha#e direct
implicationé'for cooperative organisation and development, and
for the kinds of services required and provided to such

enterprises.
D. Key Concepts and Questions

In our attempi to attain these objectives, we begin with a focus
on theories of democratic orgénisation. We a}so note brief
theoretical iﬁsights'on cooperative developmént as process. This
theoretical focus enables us, firstly, to develop concepts with
which to understand the empirical»material. The key concept
developed is participatory-democratic organisation (PDO). We
attempt to develop an ‘ideal-type” médel for this type of

organisation. For this purpose we present a critical focus on



existing theoretical literature on PDO. The key authors referred
to include ICOM (1987), Rothschild and Whitt'(1986), Abell
(1981), and Bernstein (1976; 1983). Secondly, Brecker’s (1988)
theoretical insights enables us to explore whether cooperative

development is a process.

Finally, a focus on theory enables us to pose specific_éuestions
to the empirical material. There are two sets of key questions to
be explored. Each set relates to our respective obﬁectives.

Set A: With reference to our first objective we ask the
following: |

(a) To what extent are the co-ops under study democratlc in their
practices?

(b) Are these enterprlses progressing towards democratisation?

(c) Do the cooperatives studied have the potential to develop
into organisationally effective and economically viable PDOs
in the long-term?

(d) Is there a relationship between the speCLflc organisational
structure of an enterprise and its economic viability?

Set B: With reference to our second objective we ask the

following:

(a) Is cooperative development a process involving different
stages with different degrees of democracy and economic
viability?

(b) If so, what are the stages of development of the enterprises
under study?

(c) What are the criteria which characterise these stages of
development?

(d) What are the implications for cooperatlve organisation,
development and services?



E. Procedure for Examining thn.au¢stions: Case Studins-
and Comparative Analysis

In response éo the first set of questioné we examine sgpecific
aspects of organisation within the enterprises‘throuéh the use of
in-depth caSe studies. We return to these aspects below. The
comparative analysis of the enterprises studied leads us into a

Qur response to the second set of questions. The final section of

the dissertation directly addresses these questions.

Considering the exploratory nature of this research, in-depth
case studies are useful in providing quaiitative information for
.examination. Furthermore, the examination of bfoadly similar
enterprises which exhibit specific differences is enriched by

comparative analysis.

1. Case Studies

In ordér to answer‘the questions in Set “A'_above, we begin by
providing for'each enterprise some historical background to the
processes at play in its emergence and formation. This contextual
and historical information serves to help the reader understand
specific issues, problems,.and processes disc¢ussed in the
--empirical material presented‘on each ehterprise.lwe‘proceed to
examine, £irstly, internal organisational features with a |
specific focus on organisational structures, management,. and
decision-making. Secondly, we study relationships between the co-

ops and other organisations, specifically service organisations



(S0°s). Following this, we concentrate on ecoﬁomic‘viability in
the enterprises and'complete-each case study with a focus on

cooperative consciousness.

The themes selected for analysis in each of the case studies thus
include

(a) internal organisational features;

(b) relationships between the co-ops and other organisations;

(c) economic viability and

. (d) cooperative consciousness.

“Here we provide some Jjustification for chooéing these themes and

present a definition of a producer cooperative.

a)l Ihteinal Ohganisatibpal Features

A producer cooperative is.essentially én aiternative form of
-social, work and economic organisation, that is, alternative to
-authoritarian and bureaucratic»férms of organisation generally
found in conventional private and public enterprises. In the
light of this specific nature of cooperative organisation, a
focus on internal organisational features is in order.

(1) Definition of an “Ideal-Type® Co-op

For -the purposes of_this work we definé'an ‘ideal-type” producer
co-op as a form of participatory—dembcratic economic and work
organisation in which the mehbers are.simultaneously the owners,
managers and workexs. In PDOs the members pérticipate in

planning, organising and decision-making. Such enterprises are



an ideology 6f organisation even though many people do not

- realise it" (Anonymous: 6). So, people constituté organisations.
What they do ié the practice of the organisation. It is the |
dialectical relationship between form and practice which makes

for a successful producer cooperative.

(3) Definition of a Successful Producer Cooperative

We would agree with Ehrlich (1979: 100) that "judgements of
organisational effectiveness [success] depend on one's social
{and political/power] position” in relation to the organisation.
Fdr example, the organisational success of a producer cdoperative
from the point of view of most donors and/or service
organisations wouid be seen primarily in terms of quantitative
~economic success - whether revenues exceed costs. A political
>organisation would define such success mainly in terms of a co-
ops links to the opposition mdvement in SA. A cooperator would
define the success of a co-op in terhs of the extent to which
ﬁheir work in that co-op improves their material<conditions and'

thus enables them to raise their standard of living.

We would argue that there are two crucial deménds on a producer
cooperative. Firstly, in order to be éﬁccessful as an economic
unit a co-op has to prove to be econohically viable. An
economically viable co-op pefforms competitively in the
marketplace, controls its costs, and effectively manages and

invests its resources over the short, medium, and long term:
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(ICOM, 1987: 1). If a co-op does not succeed in delivering the
material goods required by its members it has failed as an
economic unit. Secondly, in prder/to be successful a producer co-
'op.must survive "as a democratic organiéation. The survival of.any
form of organisation depends on the reproduction of that
organisation.

.
Essentially, then, the effectiveness of a co-op as a form of
social organisation or, expressed differently, its success is
determined, most importantly, by its ability to deliver the
material goods required by its members, and by its ability to

reproduce itself as a democratic organisation.

People cannot eat politics, and gross fevenue tells one nothing
.about distribution. In terms of one’'s subjective evaluation of
the success of a cooperative both economic suCcess‘ahd political
affiliation are important. In terms oflfhe process of development
of a co-op, howevef, economic success is a more fuﬁdamental issue
and logically prior to political affiliation. A co-op which is
‘not fundamentally successful has failed as a co-op and, in fact,
does not gxist and therefore cannot affiliate. In this respect we
would agree with Samuels (1988: 6) who_stateé that "(tJo use the
cooperative as a place for encouragingrpolitical awareness and
sensitivity is noble in itself and éhould be retaiped as a
priority. It will be problematic though if the basic needs of the

members are not met appropriately".
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A co-op which can provide for the material needs of its members
would be seen to be successful by its members and also by
potential cooperators in the community. In addition, a successful
co-op which practices democracy would be seen to be even more
effective. Furthermore, a successful co-op which practices
democracy would be of more social and political Qalue / use to
.the broader opposition movement in SA than one which is simply

said to exist for the purposes of political legitimacy.

In terms df our definition of a producer cooperative as a form of
social organisation constituted of active huﬁan agents we could
argue the following: Firstly, a notion of what a producer
cooperative is supposed to be is an insufficient condition for
the Jjustification of the'ekistence of a co-op. The people who
constitute the cooperative structure neéd to engage in o
cooperative activity in order for a cooperative to be said to
‘exist. "Social life is eésentially practical” (Marx: Theses on
Feuerbach: 285). Similarly, social organisation is essentially
practical. Secondly, céoperators need to conceptualise the notion
of what a co—op.is supposed to be in order for them to begin to

practice cooperation.

The social and production relations of organisation experienced
by people in SA are essentially capitalist, ageist, racist, and
patriarchal. In order for pebple to engage in cooperative

production and social relatiéns they need to unlearn.the afore-

mentioned relations of organisation and to learn new cooperative
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relations of organisation. The.process of cooperative activity
should inform the ﬁotion of what cooperation involves, and vice
versa. People learn as they do: put differently, people learn
through experienée.‘Hencé, one requisite for organisational
effectiveness /_success among co-ops is that cooperators not only
understand cooperation but also practice it. "To take over and
run a complex organisational structure requireS‘botH theoretical
understanding and practical experience; the two are not

separable, they form a praxis" (Anonymous: 7).

Organisational effectiveness /‘success is also defined in terms
of the degree of goal achievement. The goals of an organisaiion
being, presumably, “what'the organisation through its policy-
makers is trying to do"” (Erhlich, 1979: 100). With regard to
cooperative and/or participatory—deméératic forms of organisation
effectiveness/success also depends on thévdééree to which all
ﬁarticipants have been involved in formulating the goals of the
organisation. In this respect a further requisite is that member
particiéation be real rather than token. By this we mean that
members be involved in day-to-day decision-making to the extent
that it does not affect efficiency, as well as in decisions
-regarding policy-making. In‘order to participate effectively,
however, members need to be informed about issues relating to
their enterprise. They need to be sufficiently powerful and
confident to articulate their ideas and, they need to trust their
own thinking. Democratic participation can only take place when

each participant is powerful. Furthermore, a co-op needs
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mechanisms / structures to ensure'efficiech, member

- participation, control, and accountability.-

b) Relationships with other Organisations

An examination of relationships between cooperatives and service
6rganisations is likely to shed liéht on types of support
rendered, methods émplqyed when giving support, and effects of
suppoft. The latter is significant in evaluating the role of SO's

in promoting democratisation and economic viability in

cooperatives.

' ¢) Economic Viability

Economic viability is the fundamental priority of a co-op.
Considering that producer co-ops emerge mainly in periods of

. economic and socio-political crisis, people form and Jjoin

- enterprises to provide for their material survival in times of
crisis. If a co-op does not succeed in delivering the_material
goods required by its members, it has failed as an economic unit,

and as a cooperative.

It is important to note that any type of economic enterprise
which is not economically viable will not survive unless there is
‘agreement that iﬁ merits ongoing subsidisation. In ihis sense,

| p:oducer cooperatives are not unique; instead such enterprises

are confronted with problems similar to those experienced by
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other kinds of enterprises, for example, capitalist enterprises.
Furthgrmore,ian economically viable cooperative pérforms
competitively in the marketplace; controls its costs; effectively
manages and invests its resources over the short, medium, and
long term (ICOM: 1987: p. 1); is able to reproduce itself over
the long term and is self-sustaining. In the light of these
criteria we assess the economic viability of the enterprises

under study.

d) Cooperative Consciousness

Finally, the development of a cooperative consciousness among
cooperators is an integral part of cooperative development. Among

the underlying assumptions in this regard are

(a) that the experience with which people enter a cooperative has
an important influence on the development of their cooperative
consciousness; :

(b) that actions and consciousness are, however, limited and/or
enhanced by the particular socio-political and historical
context;

(c) that cooperative consciousness cannot develop 31mply through
imposing cooperative forms upon people or through exhorting
people to be cooperative;

(d) that people have to have to have experienced a successful co-
op {(successful in terms of providing for their material needs)
for them to come to accept fully a cooperative consciousness;
and

(e) that, simultaneously, in order for people to build a
successful co-op, people need, not a fully formed, but some
conception of cooperation.

On the basis of these assumptions, we examine coopérators’
previous work experiences and perceptions of their cooperative.
This examination raises significant questions about the state of

the enterprises under study.
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2. Comparative Analysis

In the comparati§e analysis presented after the case study
material, the same themes selected for the case studieé as listed
above aré chosen for comparison. This allows for continuity in
the dissertation. The comparative work and the insights developed
from field observation and participation éllow us to add to
Brecker ‘s (1988) theoretical insights'on cooperative development
as process. Thesé additional insights, presented in the final
chapter, in some cases confirm, in othér cases modify, and in yet
others enhance the received theory presented in chapter one.
Furthermore, Brecker s theory of stages of co-op development is
enhanced by thé theoretical insights gained from the empirical

work for this dissertation.

F. Structure of the Dissertation

The struciure of the dissertation is as follows: In volume one,
the first chapter commences at the genéral level of theories of
democratic organisation and of co-op developﬁent as process..It,
 proceeds towards a focus on specificbpracticél constraints faced
by co;ops in capitalist environments. The chapter closes with
possible ways of overcoming and/or.dealing with these constraints.
and with an attempt to show the relevance of theory for our

empirical work on South Africa and Zimbabwe. Chapter two provides
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both a general context for the emergence of co-ops and the

specific context of co-op formation in SA today.

Volume two of the dissertation, namely, chapters three, four, and
five constitutes the South African case studies. In correéponding
order, the enterprises studied are the Langa Spinning Project
(SP) serviced by the Catholic Welfare Bureau (CWB): Launisma
Brickmaking Co-op (LBC) and Buthiéizwe Co-op (BC) serviced by tﬁe
Unemployed Workers’ Movement (UWM) at the time of research: and
Montagu Carpentry Co-op (MCC) serviced by the Montagu and Ashton

Community Services Organisation (MAG).

Volume three begins with chapter six which concentrates on the
Zimbabwean case study, namely, Fencing Services Co-op (FSC)
serviced by the Collective Self—Finance Scheme (CSFS) and the
Zimbabwean government depaftment, the Ministry of Cooperatives.
Following this, chapter seven presents a compérative analysis of
the co-ops studied. Finally, éhapter eight presents the research
findings and conclusions to the questions in Set "A° on p. 8
about the degree of participative democracy. This chapter also
presenté the theoretical insights gained in @he field,.the basis
for oﬁr conclusions to the questions in Set :B' on p. 6 about
cooperative development as a process. In this final chapter we
'atfempt'to integrate the received theory énd the empirical work

done for the dissertation.
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Chapter One
Theories of Democratic
: C)1?€;21112L535113:L<)Il

I. Introduction: Explanation and Justification for
Theory of Democratic Organisation

A. The Starting Point of Most Authors in the Field

Most of the literature on coopérative organisation starts off
with a general history of forms of cooperation all over the
world. This history does not trace processes of development in
cooperation. Instead, the focus is mainly on people who initiated
ideas of cooperation, and on whether or not these ideas were
successful when éut into practice in various historicai periods

and social contexts.

This history generally refers to the writings of William Thompson
(1775-1883), an Irish theoretician. It is held that Thompson
inspired workers to establish their own organisations through
which savings could be invested in cooperative villages with
their own local industry. Robert Owen’s (1771-1858) theories and
experiments in new forms of ownership and control in Britain, and
the subsequent founding of the first “successful’ cooperative
society in 1844 by the Rochdale Pioneers, are usually seen as
central to the history of the British cooperative movement. It
is, however, éometimesiacknowledged that before Owen’s theories
and experiments, workers in Britain had already attemﬁted to form
organisations similar to cooperatives. In this regard, it is

claimed that since the late eighteenth century, artisans, in
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particular, had an established tradition of setting up
organisat;ons for the purposes of promoting<unity and cooperation
among themselves. Furthermore, workers formed benefit societies

" to enable them to assist one another in times of unemployment,
strikes, illness, or other crises (GLEB: undated; SALDRU:

undated) .

The general histoiy of early cooperative activity has been
relatively well docﬁmented (Balawyder: 1980: Bailey: 1955: GLEB:
undated; Webb: 1914.). Frqm this general history, one gathers
-that cooperatives of the eighteenth and nineteenth centuries
emerged essentially as an.economic and political response by
workers to the social upheaval caused by the process of
industrialisation. Unemployment as a consequence of the
mechanisation of tasks, and poverty as a resul£ ofythe unequal.
distribution of wealth were among the symptbms of the social
upheavals of the time. Furthermore, there seems to have been a
lull in cooperative activity during the first two—thirds of the
twentieth century. During the last two decades, however, there
has been a significant world-wide re—emergeﬁce of producers'>
cooperatives and of the recognition of their potential
contribution to working towards induétrial democraéy in which
workers a£e‘the owners and employers. Today, over five huhdred
million péople are involved in the global cooperative movement.
Cooperative enterprises exist in all countries and in every type
of economy. Whereas in some countries (Yugoslavia, for example)

the cooperative sector is the largest economic institution, in
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most countries such enterprises remain marginal to the economy

(ILO, 1987: 2, 3).

B. A Different Starting Point

In this work we have'chosenrtQ begin with an overview of
rdevelopments in the theory of participatory-democratic
organisation. We also note valuable theoretical insights on
cooperative developmentvas process. Oﬁe of the reasons for this
starting point relaﬁe to questions of methodology and

epistemology:

The process of producing knowledge ngcessarily involves
abstraction. This is because the evidence before one is not self-
explanatory. In order to interrogate the evidence it is necessary |
to formulate specific questions to ask. It is impoésible,
however, to ask all the poséible questions one could ask about a
.situation. Thus, one has to choose the particular queétions to
ask out of all the potential quéstions. Further, the questions
one asks will influence the evidence one chooses to answer those
questions. The process of choosihg questionsE and thereby
choosing evidence, cannot be arbitrary. One has to have some
criteria for selecting questions and evidence. The only way to

- develop such criteria is through processes of abstraction and

providing a theoretical framework.
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Such processes involve developing concepts which express, at a
theoretical level, qualitiés which are common to a range of
objects, processes, or situations. This process of formulation of
concepts is itself a process of dialogﬁe between conceptual
development and empirical studies. The abstractions one develops
thus doinot come out of one’s thumb. They are based on previous
engagements with empirical.material. The theory referred to in
this work has.developed'in a dialectical process of interaction
between theoretical and empiriéal work. This work ié in itself
essentially part of this dialectical process. Through this work,
'we are thus engaging both with existing theoretical material and
with a new body of empirical evidence. In this way we hope to
cpntribute to the process of produciﬁg knowledge, specifically,

knowledge related to cooperative organisation.

The second reason for starting off with theory relates to more
practical issues: Firstly, we define a cooperative as a form of
participatory-democratic economic and work organisation_which is
alternative to capitalist and bureaucratic forms of such
organisation. This definition calls for some indication to what
' we mean by participatory democracy, and to tbe practical
significance of such forms of organisation. Hence the need to

focus on theories of participatory—democratic organisation.

Secondly, in SA democratic forms of organisation, including
democratic work organisation, have become a priority among the

dominated. With specific reference to work organisation, high and
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increasing levels of unemployment have forced peoplg to come up
with means to deal with this social situation; thus, questions of
"how to do it better’ arise. Dealing with co-ops which héve
emerged in a context.of high unemployment and minimal welfare
provisiéns on the part of the state, immediately raises the
question of democratic organisation. Furthermore, among the
cooperatives studied in the Western Cape, democracy is
predominantly defined in terms of what it is not: in co-ops there
are no white bogses; there are no managers and supervisors as in
the factories. This points to a needrto define what democracy is
and what it actually entails in the context of a cooperative.
Hence, again, the need to focus on theories of participatory-

democratic organisation. .

Fu:thermore, there is nothing\speciﬁic to SA that prevents one
from using existing theories of participatory-democratic
organisation developed elsewhere. SA may be unique in some ways,
but it is essentially a human society.'Thus, to the extent that
one can apply any theory to SA, one should be abie to apply a

theory of participétory—democratic organisation.

It is important to note that the theory does not tell us what the
practical implications are of participatory-democracy. It does,
however, provide one with concepts with which to begin to explore

questions which lead us to understanding such implications.
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Iﬁ the light of this justification for the need to focus on
participatory-democratic organisation as a concepf, we statt_with
an overview of some of the existing literature on theories of
participafory—democratic organisation (PDO). More speéifically,
we focus on theories of PDO with specific reference to
cooperative forms of organisation since this is the general focus
'of the dissertation. It is important to note that most of the |
theory referred to in this review has been developed out of
empirical work in cooperatives. The theory is thus-directly
relevant to the subject of our study. Some of this literature is,
however, essentially in manyvof'its assumptions, inferences, and

conc lusions.

A réview of the existing theory is seen po be necessary in order
to develop questions which we will pose to the empiricai evidence
" provided by the field research. Further, the empirical evidence
wé provide is too specific and insufficient for the purposeé of
generalising and theorisihg “from scratch; as it were. Thus,

. instead of‘develpping a completely new theory, it is more
 appropriate to start with the existing body of work. This
starting point allows us to identify'the strgngths and weaknesses
of the existing theory and to examine its»épplicability to the

. Southern African siiuation. Through this process it is hoped that

we can contribute to the development of the theory.
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C. The Procedure to be followed.

In.our review of the literature on theories of PDO, we begin with
the argument that there is no single model for PDO (ICOM: 1987)
and proceed to highlight the weaknesses of this argument. We
continue by focussing on the work cf Rothschild and Whitt (1986)
who attempt to develop a model for PDO by comparing the ideal’
characteristics of such organisations with those of bureauCratic
crganisations. We then identify the strengths of this work and |
the limitations of the model with.reference to the specificities
of the Sonthern African context. The work of Abell (1981) is our
next focus. This author develops principles of democratic

_ organisation which can be used as guidelines for cooperatives.
His broader definition of participatory democracy is of relevance
to our work and tends to overcome the limitations of the model.

provided by Rothschild and Whitt (1986).

From this general and abstract focus on a model for PDOs and on
principles of democratic organisation, we move,tc a more specific
issue, namely, necessary conditions for effective participatory
democratisation. In this regard, we draw on the work of Bernstein
(1976, 1983). He suggests six minimally necessary conditions for
~effective and sustained participatory democratisation. We proceed
by discussing each of these conditions. This discussion is
followed by‘a focus on problems, as noted by Bernstein, with the
practical implementation of some of these conditions and possible

solutions suggested by the author.
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Following the exposition of theories of particibatory democratic
organisation, ﬁe proceed b? presenting Brecker’s (1988)
theorgtical insights on cooperative development as a érocess.
These insights are based on the Zimbabwean cooperative
exferience. With reference to each of the works reviewed, we

.point to its relevance for the dissertation.

In the light of thevhistbry of cooperative qrganisation, tainted
mainly by failure, we proceed to focus on practical constraints
‘on such forms of organisation in capitalist environments. As will "
becomebapparent, several authors have ideniified similér
- constraints in this.regard. For analytical purposes, these

constraints are separated into external and internal constraints.

A common theme in these constraints highlights the need for
‘education for democracy; and for éupport structures which could.
help o?ercome some of the constraints to PDO in the context of a
capitalist social.environment. A focus on the respective roles of
éducation and competence in cooperétive o:ganisation, of
experience ahd cooperative consciousnesé, and of support

structures, is thus in order.

D. Co-ops under Capitalisnm

All capitalist production presupposes essentially coercive social
relationships between employer and employee - people are forced

by lack of access to economically significant means of production



to work for a wage, at times under hard and degrading conditions.
This coercion is especially visible in early capitalist
production. With the development of more complex forms of
capitalist production, and worker resistance, both "hidden’ and
open, capitalists realise the importance of hegemony in the
workplace: consent from workers is imperative for increased
productivity. Hence, the emergence in advanced capitalist
societies of various forms of worker participation: employee-

shared ownership, quality circles, codetermination, and so on.

Cooperative production, on the other hand, ideally begins with
mutual consensus, or at least the desire for consensus. Some co-
ops, however, start off with coercion: members or potential
members often have no other choice for employment but to join a

co~op or some such self-help project.

The level of capitalist development in a societ& will influence
the political, economic, and ideological context in which
cooperatives emerge. Co-ops in WesternvEurope, Britain and the
USA have thus arisen in different political, economic, and
'ideological contexts tb those in Eastern Eurgpe, or South Africa
and Zimbabwe. For this reason one cannot uncritically ‘apply’
theory based on the practical experiences of cooperatives in the
West to co-ops in Eastern Europe and/or Africa. Co-operative
theory must incorporate categories and variables which can handle
significant differenées in the overall context, as well as the

general similarities.
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E. Our Approach

Because of this, we have chosen a specific method in approaching
cooperatives in South Africa and Zimbabwe. Before going into the
field, the researcher was equipped with knowledge, both
theoretical and empirical,® of co-ops in Europe, Britain and the
USA. The researcher thus had a general awareness of issues facing
co-ops. Recognising the importance of the specificities of the
South African and Zimbabwean cﬁntexts, however, field experience

was allowed to inform the theory.

F. The Purpose of this Chapter

The purpose of this chapter is not to develop a coherent theofy
of all the issues confronting cooperatives in a capitalist
environment. Indeed, this'would be a colossal task. Instead, part
one of this chapter is aimed at developing concepts with which to
understand the empirical evidence, and developing questions to
pose to the evidence. Part tﬁo of the chapter identifies and
discusses some of the key practical issues facing cooperatives in

capitalist environments.

In sum, in this chapter we move from the general conceptual

question of what participatory-democratic organisation entails to

1 That gained from secondary sources.
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a range of more specific practical issues regarding the practice
of participatory-democracy in a capitalist environment.

I1. Part One: Overview of Theory of Democratic
Organisation

A, Introduction

This section identifies themes in the theoretical literature on
democratic organisation. These range from general
conceptualisations of democratic organisation to its more
specific aspects including

(1) theories of cooperative/democratic organisation;

(2) theoretical insights on cooperative development as process;
(3) conditions facilitating and constraining democracy:

(4) the role of education in the democratisation process;

(5) the importance of experience and the development of a

democratic /cooperative consciousness and
(6) the role of support structures.

B. Theories of Cooperative Organisation

1. "No Single Model °: ICOM

We begin by examining an ICOM® publication, No Single Model -
Participation, Organisation, and Democracy in Larger Co-ops
(1987). This work is baged on co-operator an& trainer experience
gained during an ICOM Pilot Training Programme (IPP) which
involved four larger,® economically successful cooperatives

based in London, UK. The aim of IPP was to clarify existing

© @ International Common Ownership Movement.
@ Larger co-ops are defined in this work as having more than twenty
members (ICOM, 1987: 15).



models of co-op organisation and to develop new models, with
specific reference to issues of participation; growth, economic
survival, and management (ICOM, 1987: 3). ICOM’s argument
involves some crucial underlying assumptions which must be
tested. Firstly, cooperative_development is viewed as a process.
Secondly, co—bperative success is defined in terms of economic
performance and participatory democratic organisation. Thirdly,
co-op members must be well-informed in order to participate

effectively (ICOM, 1987: 1, 2).

None of these crucial assumptioﬁs, however, are clearly explained
and /or developed. Among the tasks of this dissértation are thus
(a) to justify the description of cooperative develoPment as a
process, (b) to define the ‘successful co-operative’ clearly, and

(c) to explain why co-op members must be well-informed.

The ICOM work emphasises the diversity of forms of participatory
democratic organisation and management. In addition, the
participatory and managerial impact of specific historical
developments, membership compositions, and economic environments
are regarded as crucial. On the basis of this emphasis on
diversity, the authors conclude that there is no single model for

democratic organisation and management in larger co-ops.

In spite of this emphasis on diversity, however, the work does

reach some ‘general’ conclusions:
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(a) no single model of co-operative success and organisétion
exists:
{wlhile it is relatively stralghtforward'to measure commercial
performance there are as yet no objective measures for cooperdtlve
success” (p. 91);

(tlhere are no clear guidelines to follow or models of good practice to
which the cooperative can aspire (p. 93);

(b) larger co-ops require morercomplex organisational structures
and must be open to structural change as they grow: these co-ops
are likely to experience difficulty.with participatory decision-
making because

{i)ncreasing size makes it difficult for every member of the workforce to
‘have a direct voice in the running of the cooperative (p. 95);

(c) management is important for the commercial success of a co-
op; co-ops must therefore move away from

the rigid trap of consensus [(management on the basis of one person one
vote] if they are going to grow and succeed (p. 96).

Nevertheleés, it is argued that cooperaﬁors thenmselves, if given
the opportunity, are perfectly capable of leafning_to manage .
Networking with other cooperatives is seen as an effective
training method in.this regard. All of these conclusions are

. cértainly potential elements of a ‘general model’ at some level,

but the authors do not pursue this.
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a) WNeaknesses of ICOM

Because of this failure, there are major wealknesses in,ICOM'e
nork. Firstly; ICOM does not achieve its goal, to develop new
models of cooperative organisation and management. This occurs
despite clear indications of some common elements in the
experiences of the four co-ops under IPP training. Secondly, the
authors conclude that co—opsvmusf move away from consensus |

- management if they want to grow into successful enterprises, but
do not offer any guidelines to alternatiVe fcrms of management
for co-ops. Thirdly, ICOM’s case study material clearly indicates
“that difficulties with member participation in larger co-ops do
not prevent cooperators from developing structural mechanisms to
deal with such difficulties; and yet the authors fail to
‘generalise frcm this practical experience. A fouith weakness is
the argument that there are no measures for cooperative success -
surely something must justify use of the descriptive term ‘co-
operative '? The source of these weaknesses is ICOM’s failure to
_articulate the theoretical implications of the common practical
experiences of the co-ops under study, and their-inconeistent and
‘limited ‘definition’ of a successful cc—op (refer to ICOM, 1987:

1, 2, 94 for the latter).

In our view, these authors confuse real, practical paths to
democratic organisation, management, and.success with theoretical
models of these processes. At the level of practice, we agree
with thevauthcrs that no single model of these aspects of

cooperation ‘exists’ - models never ‘exist’ in practice. We are
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of the view, however, that modelling is possible - indeed
inevitable - at various levels of abstraction. Some such ‘model-
is implicit in the very act of defining and studying a ‘co- |
operative’: what else Jjustifies the categorisation? One can only
assess co-operative practice by conceptualising what a ‘co-op’
is, what “participatory democratic organisation’ entails, what
‘co-op management’ involves, and what ‘cooperative success’
‘means, even if this understanding is modified or réjected in the
process of analysis. This implies that at the most general level
of abstraction there must be a single ‘model’. In fact, a general
model of cooperative organisation and specifié models of each
aspect of cooperative work are both necessaf& and useful for the
purposes of differentiating co-ops from other foims of

enterprises.

In spite of the above criticisms, ICOM's general findings are

valuable, some of which will be followed up.

The remainder of this chapter attempts to develop a theoretical
approach or model of cooperative organisation to be tested in
empirical ﬁbrk. We begin with the theory presented by Rothschild
and Whitt (1986)'and proceed to consider theAwork of Abell
(1981). This sequence allows us to progress frbm the former
authors’ uni-dimensional view of cooperétive organisation to

Abell’s moie realistic theoretical insights.
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2. Rothschild and Whitt

Uﬁlike ICOM, Rothschild and Whitt (1986) make a first step in the
developmént of such a model.“ Their work is partly in critical
respohse to the arguments of Michels, namely, that organisational
democracy inevitably leads to bureaucracy and oligarchy. The book
examines the nature, possibilities, and limits of direct
democracy iﬁ cooperative organisations. It is based on empirical
research done in collective organisations. involved mainly in the
provision of services: a “free’ school, a law collective, a
‘free’ clinic, and a newspaper collective. The-ﬁufhors develop a
theory of democratic organisation and indicate how this theory

| applies to a wide range of directly democratic and related

organisations.

The book has two main aims. The first is to construct a model of
the organisational properties of cooperative organisations. The
second is to identify the conditions that undermine or support
what is seen by the authors as the moét essential characteristic
of cooperativesi participatory democratic decision-making
procedures.(1986: 2). Meeting these goals involves two éentral
arguments. The first is a comparison of part?cipatory democratic
organisations (PDOs) with bureaucratic organisations. The second
"consistsvin testing the authors’ central hypotheéis, that_the

creation of organisational democracy ié conditional (1986: 3).

“ We call it a first step since this work has severe limitations,
especially for Southern Africa, which we point out in the coming paragraphs.
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These arguments are based on both empirical evidence and related

field research work by others.

" a) A Theory of Democratic Organisation

Rothschild and Whitt s (1986) theory of democratic organisation
is based on one of Weber’'s forms of rationality, namely,
substantive or value-rationality, as.opposed to the fotmal—legal—
rationality which forms the basis of bureaucracy and of Weber ‘s
theory of bureaucracy. Thus, whereaé the basis for authority in a
bureaucratic form of organisation is fbrmai-legal-rationality,’

authority in a cooperative is based on substantive rationality.

The_idéal, polar forms of bureaucracy or democracy are never
‘achieved except at the level of abstraction. "In practice,
organisations are hybrids" (1986: 50). In the light of this the
authors develop an 1deal—typ1cal model for participatory-
democratic organlsatlons, thereby adoptlng a Weberlan approach to
organlsatlons. The purpose of thls model is to "delineate the
form of authority and the corresponding mode of organisation
follow1ng from value-rational. premlses (ibiq.). This approach,
they argue, will fac111tate upderstandlng of participatory-
democratic organisations‘not only in terms of their differences
" from conventional bureaucratic orgaﬁisation (what they are not),
but_in.terms of their unique charaéteristics (what they are in -

their own right).

34



It is further argued that the use of an ideal-type allows us to
classify actually existing organisetions along a continuum (1986:
50). This avoids forcing a particular categorisation upon an
organisation; instead, it allows features within an organisation
to determine its “type’ in terms of the model. Thie approach
vallows one to speak of ‘degrees” of participatory-democratic
organisation. This feature of the theory is significant for eur
purposes in view of the second objective of this work: to explore
whether coeperative development is a process involving various
bstages corresponding to various degrees of democracy and economic

viability.

Rothschild and Whitt identify eight dietinguishing
characteristics of participatory-democratic organisation and/or
collectiviet.organisatioh in contrast to the general features of
bureaucratic organisation. These concern authority, rules, social
contrel, eocial relations, recruitment and advancement, incentive
structure, social stratification, and differentiation. We will

consider each in turn and provide critical comments afterwards.

a) Authority | _

~In a bureaucracy, authority resides in individuals by virtue of
their office and/or expertise, and is manifested in the form of
hierarchical organisaﬁion. Individuals in such organisations are
ultimateiy accountable to universally defined and fixed rules
implemented by those in office. By contrast, in participatory-

democratic organisations (PDOs) authority is vested in the
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collectivity as a whole. Authority is sometimeé, though rarely,
delegated. Furthermore, delegated authority is only temporary and
subject to recall. Ultimate accountability/compliance is to the
consensus of the collective which is at all times open to

negotiation.

b) Rules

Rules in bureaucracies are formalised, fixed, and universal.
Decisions are oade on the basis of these formally written rules
and regulations. In PDOs, however, stipulated ruies are minimal

and decisions are taken primarily on an ad hoc basis.

¢) Social Control

In bureaucracies social control over organisational behaviour at
the bottom of the hierarchy occurs maihl& through direct
supervision and standard rules and sanctions. At top levels such
control is exercised through.the selection of ideologically
vhomogeneous personnel. On the contrary, in PDOs social controls
are primarily based on personalistic or moralistic appeals and
the selection of ideologically homogeneous personnel at all

“levels.

d) Social Relations
Social relations in bureaucratic organisations are essentially
impersonal. These relations are based on the roles of individuals

in the organisation and are segmental and instrumental. Such
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alatians in PDUs are wholistic, perscnal. and of value in
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oyed on the basis o
srecializsed ~training and formal certification of such training.
in additicn., enmployment constitutes a career with‘promotion based
on ceniority and achievement. In PﬁOs, however. employment is
nased on friendship, Social—political values, peréonality. and
infeormally assesséd knowledge and skills. In such crganisations

there is no concept of career advancement nor is there a

f) Incentive Structure
in bureaucracies remunerative / monetary incentives are primary.

wherezs in PDOs such incentives are secondary with normative and

gaaiidarity incentives being primary.

.g)'Social Stratification

Jocial stratification in bureaucracies is based on differential
rewards in the form of prestige, privilege. qnd.power on the
basis of positions in office  The organisational hierarchy
legitimises inequality. On the contrary, PDOs are egalitarian

with reward differentials., if any. strictly limited by the

-onllective as a whole.
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h) Differentiation

Bureaucracies are characterised by maximal differentiatior. in the
divisicn of labour with clear distinctions betweer mental and
manuz’l work, and between administrative and performance tasks. In
icn, there 1s maximal specialisation of tasks and functions
ith technical sxpertise exclusively held by experts. In PDOs. o
The other hand, there is a minimal division of labour with the
mental/manual divisicn reduced and the administrative and
performance tasiks combined. Tasks and functions are usually

neralised with all individuwals involved in all tasks at some

time. This contributes to the demystification of expertise in
such organisations (1988: 82, 63). -

b) A Model for Participatory-Democratic Organisation

onn the basis of their comparative analysis as summarised above
thne key features of the authors’ ™ ideal-type modéel for

carticipatery-democratic organisation can be summed up as

cti ive as a whole with the

ta) aunthority is vested in the colle
legated authority subdect to

possibility ¢f temporarily del
recall;

() minimal rules with decisions taken mainly on an ad hoc basis:
(c) social control and organisational cohesion is primarily bpased
on personalistic and moralistic appeals and the selection of

ideologically homogeneous personnel;

{(d) social relations are essentially wholistic and personal.

te) there is no hierarchy of positions: employment is based on
political beliefs and .informally assessed knowledge and
ckills,

(f1 material incentives are secondary while normative and
solidarity incentives are primary:

{g) egalitarian compensation and rewards or strictly limited
reward differentials., and

-

{hy 3 minimal divisicn of Labour.
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Among the many strengths of this work is the authors’ recognitioﬁ
of the need for a model for PDOs (unlike the ICOM work discussed
above) for the following valid reasons: to provide firstly, a
model toward which PDOs can aspire and secondly, one by which
they can evaluate their impact and success (1986: 72). A further
strength is their success in actually producing such an ideal-
type model. Furthermore, the implications of this ideai-typical
model for practice, namely, that such organisations are "hybrids’

on a continuum of degrees of democracy is a strength in itself.

n

c) Limitations of this Model

This model, however, in its'ideal—typiCal form, has serious
limitations especially when dealing with co-ops in “third-world’
contexts such as SA and Zimbabwe, and also for larger co-ops in

all contexts.

‘Firstly, for larger co-ops delégated authority, clearly defined
rules, planned and clearly divided decision-making proéesses, and
a clear division of labour with corresponding rewards, are often
necessary, if not crucial, for the purposes of éfficiency and
survival in a capiﬁalist market. Secondly, with reference to co-
ops in *third-world” contexts where people form or join co-ops
mainly for material reasOhs, organisational cohesion is primarily
" materially based rather than ‘moralistic’ as suggesfed by the
model. In addition, employment in suéh co-ops is also mainly

materially based (based on the need for employment) with

39



political beliefs of prospective members being a secéndary issué.
The common political experiences of members and prospeétive |
members Qf co-ops in such contexts, for example, unemployment and
retrenchment, are essentially material as opposed to the

ideological commonalities expressed in the model.

Thirdly, in the context of this predominance of material factors
in the formationvand cohesion of co-ops in ‘third-world’
contexts, material incentives are primary with normative énd
solidarity incentives taking second pribrity. Finally, many‘
‘third-world® societies are characterised by a highly,unequal
distributipn of basic education and skills. This means that
‘current an& prospective co-op members in such>societies are often
unskilled, illiterate, and innumerate, with very little
education. In this context, education and training is crucial for
long-term co-op success. In the meantime, a clear division of
labour is élso necessary. Economic and organisational efficiency
demand that members perform functions for which they are most

suited, including ‘mental’ tasks.

A further basic assumption cdntributing to the weakness of this
theory and model is that maximisihg efficiency is not an
important obJjective for cooperatives. Furthermofe, the theory
allows for delegated authority, however, the authors fail to
develop this idea, to provide practical examples of it and to
indicate possible variations in such forms of auﬁhority. In

addition, the Weberian concept of substantive rationality upon
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which it is claimed this theory is based also remains

undeve loped .

~In the light of these limitations of the ideal-typical model for
PDOs presented by Rothschild and Whitt (1986), this model is not
universally applicable. Instead, both their theory of democratic
organisation and the model which they provide are limited to |
small cooperatives formed primarily for ideological reasons and
comprised of membefs who are affluent, well-educated, often
skilled, and often with no family responsiﬁilities. Furthermore,
the theory is based on the assumption that direct democracy and
.consequeﬁtly, decision-making by consensus through a one person
one vote system is the ideal form of organisation for all co-ops

irrespective of their size and the context in which they exist.

More basically, the authors assume that democracy is the only
goal and heed of a cooperative. They ignore both economic goals

and needs and the need for good management.

These limitations of the theory and the resulting model of
organisation are reflections of the limits w%thin the empirical
material on'which this work is partly based: service cooperatives
formed mainly for ideological reasons and éomprising members
motivated mainly by such reasons and who are generally affluent

"and well-educated.
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3. Abell (1981): Principles of Democratic Organisation

Abell (1981), goes beyond the work of Rothschild and Whitt
(1986). He provides one with a broader definition of direct
democracy: "a situation of one participant one vote on all
organisationally relevant decisions - or a fairly extensive
system of representational (or delegate) democracy" (1981: 262) .
He also sets out five principles underlying the concept of
democratic organisation:

D.1. The principle of political equality: the principle whereby all
members of the organisation have the right to participate
directly, on the basis of one person one vote, in all
decisions affecting the organisation.

D.2. The principle of representation: the principle whereby members
have the right to surrender all or part of their rights as
embodied in D.1 to chosen representatives or delegates.

D.3. The princ iple of specific or special competence: the principle
whereby it is recognised that certain decisions call for
specialised skills and thus become the proclivity of those

with such skills.

D.4. The principle of efficiency: the principle whereby it is
recognised that the concept of goal fulfillment is the raison

d’etre of the organisation (Abell, 1981: 262/3).

In relation to these four principles the author notes that the
question arises as to how D.2 to D.4 should, in a democratic
organisation, constrain D.1? In this regard he states that
democratic theory suggests a further principie, namely, “that the
decision to surrender decision making autonomy throﬁgh
representation, competence or efficiency should itself be
éubordinated to principle D.1" (Abell, 1981: 263). This decision
is arrived at democratically and h; calls it a "meta—décision"

(ibid.). Thus a fifth principle is added:

42



D.5. The principle of metaﬂmﬂmxnéqy: the principle whereby D.1 is
Bsed(tg gegermine how D.2 to D.4 may be allowed to constrain
.1 (ibid.).

The author further notes that communication - defined as "the
generation and transmission of information" (1981: 262) - is
necessary within a democratic organisation for the purposes of

coordination, control, and political participation (1981: 283).

a) Implications of Abell’s Definition of Direct Democracy

' Furthermore, Abell (1981) points to the implications of the above
definition of direct democracy, the five principles of democracy,
and the need for communication for democratic organisation. These

are,

(1) that hierarchy is compatible with organisational democracy;

(2) that hierarchy reduces costs: -

(3) that with an increase in the number of tasks in an
organisation due to its growth and increasing complexity, the
advantages of hierarchy increase:

(4) that "there is no reason to suppose a democratic organisation
will operate with a consensus" (1981: 263) and

- (5) that one should not equate democratic organisation with the

demise of hierarchy (1981: 264).

b) The Value of Abell s Contribution

Abell’s (1981) conceptualisation of paiticipatory—democratic
organisation moves away from the limits of consensus decision-
‘making and allows for a‘combination of direct and representative
‘democracy throﬁgh delegation. It recognises the need for a

division of labour in both decision-making and manual tasks for
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the purpéses of effipiency; an aspect of cooperative orgénisation
perceived as ‘unimportant’ by Rothschild and Whitt'(1986)..These
aspects of Abell’s conceptual framework are significant in that

- they enable one to deal with general features of both larger and
smaller-cooperatives and with co-ops characterised by a high
disparity in skill and education among their membership, as is
the case in ‘third world’  co-ops. Furfher. these conceptual tools
allow us to expand and modify the continuum of organisational
forms as presented by Rothéchild and Whitt (19886: 71). The
.strength of this conceptual framework is that the locus of
authority is still ultimately based in the organisation-
membership as a whole - a central requirement for democratic

organisation.

In similar vein to Rothschild and Whitt (1986), Abell (1981)’also
fécuses exclusively on the democratic goal of organisations. He
does, however, present a more realistic view. For the purposes of
this work Abell’s (1981) principles of democratic'ofganisation
are used as guidelines fof cooperative organisation. In this

_ regard, degrees of democratic organisation within the co-ops
under-study.and indications to increasing democratisation in

these enterprises are evaluated against these principles.
Having dealt with conceptual issues of democratic organisation,

we move on to more specific, pfactical issues. Bernstein’s (1978,

1983) minimally necessary conditions for effective participatory
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democratisation provide a good startihg point and offer concrete

conditions to be tested empirically.

4. Necessary Conditions for Effective Participatory
Democratisation: Bernstein (1976, 1983)
Bernétein (1976, 1983) attempts to build a model of the internal
political dynamics of workplace democratisation: ‘political’
referring to questions of authority, decision—méking, worker and
management rights, and access to power (1983: 10). His work is
based on the practical experiénces of several gconomically viable
enterprises engaged in varied degrees of worker participation in
decision-making. The model hévprovides consists of six minimally
necesséry conditions for effective participatory democratisation:
necessary not only individually but as a combination of elements.
One of Bernstein’'s major findings is that "[alny empirical case
of workplace democratisation with less than this minimal group
[of conditions] failed to sustain itself for more than a few
years" (1976: 498). These conditions are:
1. Participation in decision-making, whether direct or by elected
representation.

2. Full-sharing with employees of manégementilevel information
and, to an increasing extent, management level expertise.

3. An independent board of appeal in case of disputes (composed
of peers as far as possible).

4. A particular set of attitudes and values (type of
consciocusness).

5. Guaranteed individual rights (corresponding, it turns out, to
the basic political liberties).



6. Frequent feedback of economic results to all employees (in the
form of money, not Jjust information) (1983: 9).

We proceed to discuss each of these conditions in turn.

a) Participation in Decision-Making

Bernstein (1983) argues that various degrees of worker
participation can be distinguished along three dimensions:

(1) the degree of control employees enjoy over any single

decision,

(2) the issuss over which that control is exercised, and

KB) the organisational level at which it is.exercised (1983: 47).
Furthef, there is a continuum of degrees of participative
decision making ranging from a suggestion box to Jjoint management
and through to self-management (1983: 48). These varying degrees
of participative decision-making relate to the extent to which
workers have control of decisions. For example, the suggestion
box technique allows workers no qontrol over any decisions while
in sélf-management workers enjoy full control over all decisions.
The kinds of issues over which workers have control, that ié, the
séope of their participation, can range from their immediate
work-situation through the functions of the enterprise to the

ma jor policy—making and goal-setting activities of the enterprise
(1983: 52, 53). The-organisational level at which workers
exercise such control, that is, the domain of their
participation, can range from control at shopfloor level to the

level of the board of directors of the enterprise (1983: 54).
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The author’s view of degrees of participation along a continuum
is in line with his view of workplace democratisation as a
dynamic process of transformation toward greater democracy (1983:

4).

b) Sharing Information

The author argues that sharing technical and economic information
of the enterprise is a furtherlcondition for democratisation:
“"firms committed to democratisation....actively establish
mechanisms to keep alllparticipants informed and to assist their
utilisation of this information" (1976: 499) (emphasis added).
Such mechanisms include the distribution of written reports on
the performance of each départmént and on the state of the whole
enterprise, among others. This refers to availability of
information. Just as important a factor, however, is the
participants’ ability to deal with the necessary information
(1976: 499). This points to the need for spécial training to
preface and/or accompany any éonsciously implemented plan of
democratisation. Referring to the USA,‘he notes that outside of
on-the- job training, changes within the basicg educatiqnal system
is probably necessary to}facilitate workplace democratization.
Furthermore, he argues that the experience of democratisation
itéelf can develop participants’ abilities to understand and
utilise the required information. The success of this process in
any specific éase depends partially on the degree of commitment

among workers’ leaders and the firm’s managers to developing all
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" participants’ business expertise and participatory skills (1976:

499, 500).

c) Independent Judiciary

An independent judicial procedure is necessary when dealing with
participants’® disagreements with the implementation of.decisions
made collectively. Such a procedure_has three functions:

(1) the settlement of infringements on rules in a Jjust manner; .
(2) upholding the basic political rights of participants and

(3) protecting the constitution of the firm from violation by any

member, manager or managed.

‘The fulfiilment of these functions requires that the Jjudicial
system be independept of all parties in the firm. It is, further,
important that this impartiality be real in the eyes of the |
managed and that they have the last say over matters in order to
promote their confidence in the fairness of the system. Such
advanced forms of democratisation are still rare. Among the most
common sanctions applied in democratic firms are warnings and
temporary suspensions from privileges, with gxpulsion being a

last resort (1976: 504).

d) A Participatory Democratic Consciousness

Practical experiences of democratisation indicate that particular

attitudes and values are neéessary for effective participation by
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both those who work and those who manage.in the Jjoint operation
of an enterprisex In this regard, certain traits function
together to equip participants with an ability to formulate
policy and a capacity to resist manipulation. The major traits
include receptivity to new ideas, self-reliance, a capacity to
compromise, a questioning mind, an ability to think critically,
an ability to conceptualise differences between means and ends,
an expectation of multiple causation, a long time sense, and an

ability to actively organise (1976: 505/6).

Furthermore, in addition to the above-mentioned traits adequate
for the general membership of a firm, those in leadership and/or .
management positions require specific traits. These include
egalitarian values, reciprocity, an awareness of own fallibility,
leading and managing on the basis of merit, explanation, and the
consent of the general membership, confidence in fellow
participants and a willingness to listen and to delegate
responsibility, and a policy of educating the general membership
and providing open access to information (1976: 508). In sum, the
consciousness of those in leadership positions in a
participatqry—democratic fi:m must be that of leaders "not only

- [as] decision makers, but.also educators, not only managers but
also democratisers" (ibid.: 507). Thus, the responsibility of
leaders and managers in such firms "is not 6nly to accomplish.the
economic task of the enterprise but also to develop the
participants’ ability td be more democratic” (ibid.). This is

best achieved through the daily behaviour of the leaders and
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managers through their interaction with the rest of the general
members with reference to both mundane manual and general policy

tasks (ibid.).

The traits mentioned above represent tendencies toward which
people actively involved in the self-management of their
'enterprise have been seen to devélop (1983: 93). In cases where
both the managed and the managers have deﬁeloped a demdcratic
consciousness, that is, a consciousness comprising the relevant
traits, the quality of relations in the firm can be said to be
‘more cdoperative"than those prevalent in convenfional
enterprises. Cooperapion, however, does not imply thevabsence‘of
conflict. Instead, it reduces conflict polarised into

capitalists’ and workers’ interests (1983: 100).

e) Guaranteed Individual Rights

Practical exaﬁples of attempts at workplace democratisation
indicate that»beyOnd the need for participants.to have access to
firm inforﬁation and an ability to use it, they must be protected
against retaliation for using the information to criticise
current and/of proposed policy. Such protection must be absolute,
agreed upon by both maﬁagers and the managed, and guaranteed in
writing with the ultimate guarantor of these rights being the
managed (1983:.79, 80). In addition, they must be free to differ

with fellow participants on current issues (1976: 501). Further,
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a system of participatory democracy must be supported by all
rights commonly associated with politiéal democracy:
freedom of speech and assembly, petition of grievances, secret balloting,
due process and the right to file appeal in cases of discipline, immunity
of rank-and-file representatives from dismissal or transfer while in

office, and a written constitution alterable only by a majority or two—-
thirds vote of the collective (1976: 502).

Tﬁis system of :ights is both politically necessary for the
pérticipants and "cybernetically valﬁable“ (1976: 502) for the
enterprise as a whole. For instance, free speech does not just
protect individuals, it also provides the enterprise with a
diversity‘of views regarding its performance (ibid.). These
rights also imply the right of worker-members to form or belong

to a trade union.

f) Guaranteed Return from the Surplus

Considering that people generally take on employment in order to
-receive income, it is not unusual for them to demand a share in
any surplus producéd when participation resulﬁs in higher
productivity. Irrespective of the form of this return beyond
wages - whether as individual annual bonuses or a collective
requirement, for example, a creche - certain guidelines need to
be followed if it ié to support the democratisation process:
Considering that such return has particuiar motivating effects on

participants the guidelines are significant.
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Firstly, "the return must be directly related to what the
(members] tbemselves have produced and can control” (1976: 510).
Secondly, it ﬁust belong to the members by right. If such return
. is allocated arbitrarily, it can be manipulative and
paternalistic, in this way reducing the values of reciprocity and
responsibility crucial to participatory democracy. Thirdly, such
return from the surplus must be made to the whole group of
participants,'including managers. Rewarding the group as a whole
promotes and strengthens group solidarity; On the contrary,
individual rewaids divide workers on the basis of competition and
bolster the manager-worker division (1983: 64). Group reéards
also help worker- and manager-members to see that they are
dependént on one another for future income, hereby facilitating

the convergence of management and worker goals (1983: 67).

Fourfhly, this economic retﬁrn must be separate from the basic
remuneration. This is necessary because return on the surplus
‘fluctuates with the performance of the firm and thus provides
feedback from changing productivity and profits. If such
fluctuations "fall above a secure, guaranteed level of income,
then the return can retain all its reinforéiqg aspects for
democratisation” (1976: 511). Fifthly, the return has an
important function, beyond its monetary character, as an
"informational feedback" (ibid.). If the return is allocated
frequently, that is, monthl& or quarterly, it informs
participants of the immediate results of their efforts. Thus,

when the surplus declines, it is a signal to look for problems



causing this; when it rises, it indicates the relative success of

their Jjoint effort (1976: 511).

g) Ownership

Bernstein’s (1978) analysis of empi;icalvcases indicates that
formal ownership can'facilitate democratisation but is not
absolutely necessary. On the other hand, there are entirely
worker—bwned firms which lack democracy. These findings question
thé common assumption that private ownership must first be

abolished before workers’® power can increase (p. 512).

The concept of bwnership involves a package of rights and

functions:
legal title to property; control over how that property is to be used
(that is, its management), the right to dispose of that property, and

first claim on any income accrued through use of that property (such as
profits from production) (1876: 512)

Two of the six conditions identified by Bernstein (1976) as
minimally necessary for democratisation contain rights
conventionally reserved to owners. Tne first condition,
participation in decision-making, makea an inroad into the
owner ‘s right to manage the firm at hia/her sola discretion, and
the condition of economic return on the surplus violates the

'~ owner’s right to have firét claim on the surplus. Among various
‘forms of non-private ownership are nationalisation, worker take-

overs through purchasing a firm, community ownership through the
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state, employee shared ownership, inidividuated common ownership,

and collective common ownership.

In addition to identifying the above ﬁecessary conditiene_for
effective participatory democratisation, Bernstein'(1983) points
to possible problems with some of these conditions and offers

possible solutions. We now turn to these problems and solutions.

h) Necessary Conditions: Problems and Possible Solutions

In relaﬁion,te sharihg technical and economic informatioe,
Bernstein_(1976) raises potential probieme with tﬁe practicel
imélementaﬁion of this condition and suggests possible solutions.
Amoﬁg'these are the problem ef industrial secrecy: aseumigg that
workersF contrel is implemented in.a‘market economy, firms may
need to preventvcertaih technical informatien and future
financial plans from being available to other firms in order to
retain e cOmpefitive advantage. A pessible solution is for
management to'suggest what ehould be withheld and for workers to

have ultimate power to release such information.

A furfher problem is a reluctance on the part of managers to
‘abandon their former habits of prerogative and secrecy. The
author notes that "{tlhis is especialiy,likely in the early
stages of democratization when old habits and fears are still
governing a great deal of managers® (and others’) behaﬁieur"

(1978: 500). Part of the solution, he notes, "lies in the
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1068) can begin thig process. The mainteﬁance of such a
consciousness requires that partiéipatory—democratic behaviour be
reinforced in practice. Such reinforcement or, on the other hand,
- the erosion of the process of gaining a democratic consciousness,
can be influenced by external factors such as the dominant
culture in the society, the ideology underlying the education
system, and the natures of the technology employed and the labour
process engaged in the enterprise concerned (Bernstein, 1983:
106/7). For example,
Blauner found that craft industries (like pfinting) and continuous-process
work (like petro-chemical operations) are conducive to participatory
"~ consciousness. On the other hand, machine—tending Jjobs and assembly-line
- work tend to breed attitudes of cynicism, low self-esteem, and fear -

attitudes which would inhibit the worker from taking part in
democratisation (Blauner, 1964, cf. Bernstein, 1983: 107).

In addition Bernstein (1983: 503) notes that one of the key
problems with the implementation of members’ guaranteed
individual rights is the conflict between individual and
collective rights, and the difficulty with finding a careful
balance between these principles. One means of finding such a
balance is a supporting system of adjﬁdication, one of the
necessary conditions for democratisation mentioned in the section

above.

With regard to ownership, Bernstein (1983) states that whatever
the form of non-private ownership, consideration of its effect on
the economy as a whole and the well-being of the general .

population is important. In this regard the state may be involved
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"to assure reguiation of the firms in the interest of the overall
goéd. But too great an accumulation of economic control in the
hands of the étate can lead to inéquities and injustices. The

" other extreme - little or no state control over worker-owned
firms - can create parochialism or enterprise selfishness, as
Yugoslavia has noticed. Also in a purely market rﬁn economy,
development hay become imbaianced"'(1983; 514). The integration
of "intrafirm aspects of worker participation in management with
the macroeconomic questions of planning, market, and social role
of the enterprise" (1983: 515) is thus important. This subject

is, however, beyond the scope of this work.

i) The Value of Bernstein’s Cbntributiop

Bernstein’s (1983) necessary conditions for participatory
democratisation as well as the problems with implementing some of
these conditidns are significant for our study. One of the tasks
of this dissertation is to examine the extent to which these
conditions exist within the co-ops under study. This entails
ideniifying both the conditions present and those absent in these
co-ops. Such an examination will enable us to evaluate the |
possibility of these co;ops developing into sustained and
effective participatory democratic organisations over the long-
term. A fﬁrther task is to identify the problems experienced by
each of the enterprises gnder study in its attempts, if any, to

implement any one of the necessary conditions highlighted by
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Bernstein (1983). These tasks are dealt with duting the course of

the disgsertation. -

when considering democratisation and'ofganisaiional‘development
as processes, it is'questionable whether all Bernstein’s
conditions are necessary at one.time.in ofder for an organisation
to be participatory and democratic in the long-term. This
quéstions whether Bernstein's‘necessaryvconditions are minimal or

maximal.

6. Tbeoretzcal Insights on Cboperatzve Davalopnent as a Process:
-Bnecker (1988)
Thus far we have focussed on theorles of democratlc organlsatlon
based on cooperative experiences in advanced industrlal 5001ety
These theorles have been concerned maxnly with models of, and
principles and conditions qu participatory democrécy. Heré we
shift to Brecker’'s (1988) theoretical insights on cooperative
development as a process involving various stages development.
Unlike the previous theorists dealt with in the literature
review, Brécker's insights are based on cooperative experiences
_in Zimbabwe, a developing society. These insights are a valuable
step with which to begin our examinatién of co-op development as
a process. Here we give an‘exposition of Brecker’s contribution
in this regard. In the final chapter of the dissertation we show

how these insights are enhanced by our empirical work.




expanded productiqn (nlor [are they] capable of adequate planning

towards this end” (1988: 8).

For Breckei, non-viable co-ops require different kinds of support
from pre-coopergtives. Such co-ops, he argues, require assistance
in (a) sustaining their members during economic crises; (bs |
'skills training and (c¢) establishing credit-worthiness. He
further argues that providing such assistance

is a delicate task requiring specialised attention to assist themr[non-

viable co-ops] in the transition from subsistence to market production
(1988: 8).

c) The Potentially-Viable Stage

According to Brecker (1988: 8) cooperatives at this stage of
development have overcome the basic weaknesses of pre-
cooperatives and non-viable co-ops. He argues that potentially-
viable co-ops are more capable of planning tovards producing a
surélus because these enterprises have "established a minimum
level of management capability”" and of organisatiopal and
production structures required to achieve sufficient surplus from

planned productive activity.

ForvBreckbr, such enterprises are actively engaged in production .
for the market. The major problems facing potentially viable co-
ops are related fo enterprisg growth and discrimination from
conventional financial institutions. This discrimination causes
such co-ops to héve difficulty in obtaining the necessary finance

and technical assistance needed for development. He argues that
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in many cases, the financial requirements of co-ops at this stage
of development are outside the scope of individual service

organisationsvand/or donor agencies (Brecker, 1988: 8).

The author further argues that co-ops at this stage of
Adevelopment need more specialised trainihg and more sophistidated
nmanagement skills. These needs call for specialised services and
support structures which are able to assist such co-ops in ﬁaking
their crucial £ransition into dompletely'viable, fully-fledged

cooperative enterprises (1988: 9).
d) The Fully-Fledged Cooperative Stage

For Brecker (1988: 9), cooperatives at this stage of development
.are capable of obtaininé figéncial assistance on the open money
market in the form of credit,  loans, and/or bank overdrafts..Such’
enterprises afe pfofitable ahd ecdﬁohically viable in the'long-

term.

@) The Value of Brecker s Contribution

Brecker s insights with reference to cooperative development as a
process are enlightening and useful for the purposes of analysis.
His insights enhance and confirm existing theories on deﬁocratic
organisation. In the light of (a) Rothschild and Whitt’s (1986:
50) conceptualisation of PDOs as “hybrids~ albng a continuum of
degrees of degocracy and (b) Bernstein’s view of workplace

democratisation as a dynamic process of transformation toward
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greater democracy (1983: 4), Brecker’'s (1988) identification of
specific stages in cooperative development is well founded.
Significantly; his argument that co-ops at specific stages of
development reQuire specific types of se;viges and support is

particularly enlightening.
III. Part Twos'Canstraints on Cooperative Organisation

In practice, the ideal form of participatory democracy /
cooperative organisation can ohly be épproximated. It cannot be
attained in its entirety. Moreover, from the history of
cooperative organisation it is evident that once some form of PDO
is established there are several obstacles to its survival. This
points us to constraints on patticipatory democracy / cooperative
organisation and to the need to rep:oduce or sustain such
organisation. While constraints to cooperative development are
often due to the circumstances in which PbOs arise and the
environment in whiqh they operate; they also derive from
fractices within the organisations themselves. On the basis of
these réspective origins of such constraints we focus on
‘external’ and “internal’ constraints for analytical purposes. In
this way we attempt to highlight some of the major constraints on
cooperative brganisation. The material -in this section is drawn
from the works of Rothschild and Whitt (1986: 64-71), Gamson and
Levin (1984), Cornforth (1989), and an ILO report on cooperatives

1(1988: ch. 8).
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Rothschild and Whitt (1986) draw our attention to some
constraints: time, emotional intensity, non-democratic habits and
values, environmental constraints and individual differences.
~Gamson and Levin (1984) point to the absence of a common culturé
of democratic work, a lack of democratic norms for decision-
making, and a lack of appropriate skills. The work of these
authors is based on empirical studies of co-opé in the USA.
Cornforth (1989) draws on empirical studies of co-ops in the UK,
France, Italy, and Spain and focusés specifically on barriers to
the formation and growth of such enterprises. The ILO report, on
the other hand,'focuses on constraints specific to co-ops in

East, Central and Southern Africa.

<

A. Extornal Conlfraintl

1. The Marginality of Cooperative Sectors in Capitalist Economies

Cornforth (1989: 110, 114, 115) notes that in western
industriélised countriesvtoday, cooperatives are being formed at
a time when capital (in the form of financial and productive
resources) is highly centralised, and when decisions abouf the
allocation of capital are dominated by -large corporations and the
state. In such a context, small eﬁterprisés such as co-oﬁs are
genefélly-limited to sectors dominéted by large firms or to
gsectors which serve fragmented and extremély competitive mark§ts.
This limitation further restricts the ability of small firms to

gain control over market chditions. Moreover, opportunities to
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move out of the small business sector through enterprise growth
are low considering that expanding small firms are often taken
over by larger oneé. Like most small.businesses, then, co-ops are
often formed in highly competitive, low capital intensive, and
marginal sectors of the economy. Consequently, their potential

for growth is often thwarted.

Oh the)other hand, considering recent internatidnal developments
in political economy, specifically, processes of informalisation
and moves towards ‘flexible specialisation® in the post-Fordist
era, small-scale enterprises may very well occupy the centre
stage in future economic development. The concept ‘flexible
specialisation’ refers to changes in the organisation of
economies and production from Fordist mass production to the
growth of economic activities and structures with organisational

adaptability and technical innovativeness.

Among the key features of ‘flexible specialisation’ are

a) a move away from rigid mass production of standardised goods
on assembly lines using semi-skilled labour, towards a more
"craft-like tradition with emphasis on innovativeness, quality

and adaptability and the production of diversified goods;

1

b) the flexible use of new technology and of labour:

c) a move away from specialised tasks and skills to multi-tasking
and multi-skilling;

d) workers are given more responsibility and management becomes

less hierarchical; p

e) the growth of regional economies specialising in particular
products and operating as integrated economic systems:

69



f) the placing of small firms at the centre of economic
development;

g) an emphasis on the clustering of small firms: and
i) a shift in the attitude towards labour from labour as a cost
to be minimised to labour as a resource whose potential should

be maximised (Kaplinsky, 1990b: 6, 7; Rogerson, 1991: 18 -
20). , '

The .argument is thét small enterprises with fle#ible production
techniques incorporating multi-skilling are more resilient to
‘market éhanges than large, mass-scale, deskilled Fordist
production techniques. The seminal work on this subject is that

by Piore and Sabel (1984).

2. Absence of Ideology of Democratic Omg;nisation

Nonfdemocratic habits and values are a further constraint on
Vcooﬁerative Orgaﬁisation. This constraint is embedded in people’s
vprevibus experiencés_of organisation at school, at work, and at
home in the context of a predominantly bﬁreauératic, capitalist,
and patriarchal form of social organisation. In the case of
coopéeratives operating in such societies, coopérators’ everyday
experiences outside of work are, more often than not; -
contradictory to the way they ought to»behavé at_work. This
disjuncture between the ideology of codperative organisatibn aﬁd
the context in which cooperatives exist makes it difficult to
sustain cooperation thereby constraining the development of such:

" forms of organisation.

.
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For any form of social organisation to functioh and survive,
“there must exist a common éet of norms, values, and expectations
about organisétional functions‘and operations that are acbepted
by all or most of the members of that organisation" (Gamson and
Levin, 1984: 223). Unlike the well esﬁablished ideclogy at work
in conventional capitalist enterprises which is reinforced by
institutioné and practices beyond the Vorkplace (school, famiiy.
media), the ideology necessary to sustain the democr#tic
workplace is relatively undeveloped. To the extent that there is
aﬁ ideology of democratic oiganisation, it is presented as a
rejection of conventional forms of organisation and control.
Generally, such rejection is accompanied by an acéeptance of
broad, abstréct notions of eqﬁality, democracy, and freedom.
There is as yet'littlé concréte dnderstanding of abpropriate
behavioural norms for democratic workplaces, leaving many such
enterprises in a state of anomie. As a result, PDOs are ofteh
unable to deal with behaviour degtructive to their survival

(Gamson and Levin, 1984: 223-227).

3. Absence bf an Appnqpriate Legal Structurel

-~

The lack of a facilitative legal framework within which co-ops
can operate is a key constraint for co-ops in most codntries.
With spécific reference to East, Central, and Southern Africa,
cooperative legislation is often inherited from colonial times
and thus is generally outdated and irrelevant to the prevailing

conditions and requirements of cooperative development in these
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-regions. Furthermore, the predominance of agricultural
cooperatives in countries in these regions haé resulted in
legislation biased towards such enterprises and yet applied to
all types of co-ops. Like most legislétion, cooperativé laws are
written in obscure language rendering them inaccessible to mbst

- African coéperators who, more-often than not, are illiterate. In

addition, the incongruence between cooperative legislation and
its practical implementation on a daily basis is é further

- constraint to cooperative development. Finally, such laws often

.stipulate conditions for registration of cooperative societies
without considering economic viability as one such condition.
This often leads to the formation of co-ops with little or no
chance of survival (ILO 1988: 106, 107). The failure of such
enterprises has contributed to the hiétory of generally negative
conceptions of co-ops among ex-, and potential cooperators in

these regions.

With reference to Britain, Cornforth (1989: 113) notes that the
iegal system concerning business is geared mainly to meet the
requirements of conventional capitalist figms and is_éften

' ﬁﬁsuited to the needs of co-ops. In addition, the main piece of
co-op legislation in Britain, the Industrial and Provident
Societies Acts, is designed primarily to meet the requirements of
friendly societies and'consumer co-ops thereby excluding producer
cd—ops. In this way, producer co-ops which are in the minority

among cooperative enterprises are left with little or no legal

support.
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4. Diecrinination against Co-ops

-THe practicee of conventional financial institutions generally do
not cater for cooperative forms of organisation and the problems
gspecific to them. This often leads to the exclusion of co-ops
from opportunities for financial support resulting in severe
economic constraints to their development and growth. And, often
co-ops have to deal with conventional cepitalist enterprises for
supplies or sales transactions. In the context of a competitive
capitalist market and a predominantly capitalist environment the
politics of dealing with such enterprises can constrain the
development of a co-op. For example, suppliers can delay and/or
withhold supplies (Cornforth, 1989: 113). This points to the

vulnerability of co-ops in a hostile environment.

B, Internal Constraints

1. Time

Drawing from their empirical work in collective organisations
Rothschild and Whitt (1986: 64, 65) note that democracy takes
time and that this is one of its major-constraints. Often the
'large amount of time spent in meetings leaves little time for the
'taske of the organisation. This leads to inefficiency and hinders

the process of reaching the objectives of the organisation.
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2. Absence of Democratic Organisational Structures sz-s ‘and
Procedures

With specific. reference to decision-making, Gamson and Levin
(1984: 230) note the lack of democratic norms and cooperators’
lack of experience of such processes given the predominénce of
authoritarian forms of organisation in broader society. They also .
note cooperators’ limited experience with dehocratic organisation
and the consequent absence of skills and knowledge necessafy for
effective democratic participation, for example, the productive

use of meetings.

The authors further point to an absence of structure in such
orgénisations and a tendency to minimise the importance of
'administ:ative.and managerial tasks. This tendency is often
._manifested in managers’ complaints that they have "responsibility
without authoripy" (Gamson and Levin, 1984: 233). Cornforth
(1989: 111) also notes that ﬁhe ideology behind cooperation often
leads co-ops to deny the legitimacy of management and to

underestimate the value of management skills.

In addition, Gamson and Levin (1984: 231) point to the legitimate
exercise of authority and obtaining accountability from members ‘
as commoﬁ problems in democratic decision-making. They note that
while conventional forms of organisation are “usually relatively
clear(...about who has responsibility for what [, dlemocratic
.work organisations can rarely make this claim” (Gamson and Levin,

1984: 231). Part of this problem lies in participants’ confusion
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between responsibility and authority. In PDOs, the emphasis on
minimising differences in power and influence often leads to a.
reluctance in‘giving legitimate authority to a specific position
or individual(s). This lack of clarity, confusion and reluctance
is linked with a general absence of structure in PDOs. One of the
consequences of these constraints is an unequal distribution of
influence in favour of more articulate and better educated
participants, and ineffective managerial praétices. (Gamson and

Levin, 1984: 232, 233).

3. Interpersonal Conflict

Rothschild and Whitt (1986: 65) argue that, in the context of a
collective characterised by face-to-face relationships and a need
for consensus, intense conflict among members can constrain
participatory / cooperatiie organisation. The authors maintain
that conflict "is a structurally induced, ihherent cost of
participatory democracy” (1986: 66). In our view, conflict
becomes a constraint mainly when it is viewed as éomething
negative and when there are no mechanisms to deal with it
vconstruct@vely. With appropriate mechanisms for dealing with
conflict ;nd with a view of conflict as inevitable, but not
necessarily negativé, among humans with different ideas and
interests, it does not have to be a major comnstraint to

. participation. The reality lies somewhere in between, namely,

that conflict can be potentially constructive or destructive.
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Approaches of participants and mechanisms for resolving conflict

tend to determine whether it will be constructive or destructive.

Gamson and Levin (1984) support our view on conflict. These
authors view conflict as "a central feature of democratic
decision making" (p. 235) sinqé participatory democracy is
désigned to allow for freedom of expression. The question
confronting democratic workplaces, however, is "how to treat such
conflict as a normél part of the decision-making process by using
it in a productive way to explore and select among alternatives"
(ibid.). This question‘is raised in response to practices within
co-ops aimed at suppressing conflict. Such practices derive from
general conceptions in broader society of conflict as a negative
phenomenon - essentially non-conformist/deviant and
‘uncooperative. Such conceptions and practices, however, are
incompatible with democratic decision-making. With freedom of
expression as an essential feature of democracy, conflicting
points of view are bound to become manifest. The suppression of
disagreements within the context of PDOs is more likely to be a
constraint in the long run. "Thus the goal of a democratic
organisation should not be to suppress conflict, but to welcome
it and use it productively....[Hence it is] necessary to create a
format in which conflict and its resolutiéns are ekpected (my

emphasis] and can be addressed systematically" (1984: 236).

This brings us back to the need for democratic organisational

structures, norms, and procedures, specifically, the productive
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use of meetings (Gamson and Levin, 1984:°236). In close
association with the productive use of conflict is the nroductive
use of memberehip meetings. In PDOs membership meetings represent
the central locale for raising, addressing,.and resolviné
problems confronting the organisation, and for decisionfmaking.
Cooperators’f unfortunately, often lack experience in utilising
meetings to these ends. Often an over-reliance on and ineffective
use of meetings in PDOs engender irresolution, ('I cannot proceed
unless I check with everyone”), apprehension, ( You can’t proceed
before consulting with the group’), and cynicism ( All we ever do
ig have meetings’) (Gamson and Levin, 1984: 237). The preductive |
use of meetings entails planning an agenda, setting a time limit
for addressing each item, and effective facilitation of the

discussion (ibid.).

4. Individual Differences in Skill and Experience

Individual differences among co-op members arise as a result of
people's different skills, education, experience and kmnowledge.
Such differences often give rise to inequalities of influence
/within democratic organisatione. In such orgenisations, however,
unequal influence based on expertise can be checked through the
authority of the organisation as a whole. Such influence based on
more intangible attributes such as ability to articulate ideas'
and no fear of taking responsibility, however, is more difficult
to check and tends to persist in PﬁOs when all participants are

not equally competent.

73



5. Lack of Appropriate Skills

The constraint of inappropriate skills in most co-ops originates
mainly in the reasons for their formation: to secure employment
in the face of firm closure; to provide employment in times of
crisis; and to create a work environment based on democratic
principles. It is only by rare coincidence that co-ops end up
"with exactly the right combination of people skilled in the
various tasks and activities they must perform (Gamson and Levin,
1984: 238). This constraint is further reinforced by a general \
tendency among co-ops to disregard the -need for skilled people.
This is especially prevalent with fegard to managerial and
Aédminiétrative skills. In addition, the general practice of pay
?arity in co-ops tends to make it difficult.for such enterprises
' to attract people with'appropriate skiils. Furthermore, co-ops
often lack the.resources to train existing members to fill

positions requiring specific skills (1984: 239-241).

6. Finance

Some cooperative principles, for example, a limited return on
capital (which restficts the rate of return on dividends and the
increasing value of shares), and shareholding restricted to
members only, impose constraints on methods by which such
enterprises can raise funds. ansequently, most co-ops are forced

to rely on loans and reinvested profits for the purposes of
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investment. A dependence on loan finance usually results in high
debts among most co-ops while it often takés a few years for
Asmall enterprises to reach the stage whén profits are actually‘
produced . Furthermoreﬂ often co-op members are fron the 

unemp loyed and thus have little or no mbney or assets against
which bank loans can be secured. This is one reason why co-ops
start off with meagre capitalvstructures. Moreover, once co-ops
begin ﬁo expand, difficulties in raising finance capitai through
issuing equity increase (Cornforth, 1989: ilC, 111). The initial
uhder—capitalisation of most éofdps effectively excludes them
from access to other forms of finance such as credit facilities
and loan finance, These factors hinder the development of co-ops

‘as economic units.

7. Internal Limits to Growth

Co-éps often indicate some ambivalence towards growth.
Commitments tovdemocracy, and more specifically,\direct democracy
offen lead co-ops to limit their size in ordef to facilitate
decision-making processes (Cornforth, 1989: 113). Often this
comﬁitment to direct democraéy'iS'the obverse of a rejection of

hierarchy.

The constraints listed above point to the need for education on
the operation and requirements of an economic enterprise, for
example, why growth and financial soundness is indispensable.

'Host of the constraints highlight the need for education for
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democracy/cooperation which embodies both the values and
practices of democracy. Furthermore, the importance of a support
network in suétaining such values and practices, and in providing
shared resources, services, ideas, training, and personnel also
emerges from the above section. Such networking is especially
important in the face of a hostile éocio¥political and economic
environment, both in terms of providing support and in terms of
building a social force sufficiently powerful to challenge legal
and other constraints. We proceed to address these issues in the

rest of this chapter.

€. Role of Education and Competence in Cooperative
Organisation ' '

Szell (et al, 1989: v) note that with the trend towards more
participatory work environments has emerged the need to consider
the issue of creating and maintaining educatibn and'competence
sufficient for the purpéses of sustained and viable democratic
organisation. In this section we look very briefly at the role of
education and competence in the advance of more democratic

organisation.

For the purposes of defining the conceét ‘education’ as used in
this work we refer to Motsumi’s distinction betweén educafion and
training (1988: 3). He points out that training and education are
not quite the same thing: training involves acquiring saleable

skills required for a specific task, for example, book-keeping;

76



education; on the other hand, is more general and much. broader
than training and_includes acquiring new knowledge especially
about the coniext (economié, political, ideologicai) in which a
co-op exists. The hypothetical example he cites ié that of a
cooperator who has not experienced going to the bank and thus
does not know what s/he is supposed to do in a bank. Once this
cqoperator, however, haé been educated about banks and the
services they offer, banks can become useful in his/her daily-
life (p. 3). It is in this broad sense, both practical and
v'theoretical, which we use the concebt ‘education’. With regard to
‘competence’ we fefer to Heller s definition (1983, cf Avasthi,
1 1989: 322): ‘competence” includes skili,'experienge, know-how,

and access to information.

From the above definitions it is clear that education,
competence, and training are intricately linkéd. For it is "self-
evidént that compétence is gained primarily through educétion, be
it formal education or the self-education of direct experience

and reflection" (Blyton, 1989: 301).

1. Euuéatiqn: Political” Requisite for ‘Real’ Democracy

Writing on-the preriences of South African co-ops, Etkind (1989)
notes that "[lliteracy and numeracy are essential political

"questions - their absence attacks the ver& rodts of democracy"
(p. 59). These roots are embedded in "the democratic self-v

‘determination of the producers themselveé" (Wood, 1988: 22 cf
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Etkind, 1989: 59). Without such basic skills, "it may be possible
to}preserve the appearance of deﬁoctady but not its substance"
(Etkind: 1989; 59). Furthermore,.”tt]o fail to educate... is to
fail in the political task of a co-op" (Etkind, 1988: 59). In
addition, it is our view that beyond the basic skills of literacy
and numeracy, co-op members reqﬁire conceptual skills in order to
understand the interrelated functions of their enterprise. Such
skills are important in enabling cooperators to make informed
decisions and to effectively challenge and control those to whom
they may delegate certain tasks and decisions. Moreover,
depending on the political dynamics within a certain co-op, a few
more educated and/or more competent co-op members can monoéolise
certain knowledge and information. This would lead to a
dependence on such members, in this way inhibiting the self-
.determination of others, and thus failing in the ‘political task’
of the enterprise. Hence the central role of education and
competence among all co-op members, alongside training in

marketable skills.

According to.Szeil (et al, 1989: 12), self-management is only
possible with few experts, and in the context of a general level
" of competence among participants (emphasis added) which is
maintained through continued education; it is this maintained

competence which facilitates effective control by participants.

Thus "[{tlhe ‘right consciousness’ is not sufficient for

participation, workers’ control, and self-management” (ibid.:
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12). Instead, a general level of competence in combination with
the ‘right consciousness’ is necessary for effective cooperation.
Put differentiy, the subjective condition for cooperation - the
‘'right consciousness’ - without the objective condition of a
specific level of education, competence, and skill on the part of

all the producers is insufficient for effective cooperation.

2. Education as Dialogue and the need for Continued Education

Vanek (1977) supports the argument of Szell (et al; 1989) for
continued education and points-to some practical ways of

implementing such continuity.

Vanek (1977) emphasiseé the importance of continuous education
throughouﬁ the existence of the firm even if it is in altered
forms. This gives new members a chance to learn the rules of the
game and allows old membérs to remain in "“continuing living
contact with the enterprise” (p. 23). This facilitates all
members ’ constanﬁ contribution, through dialogﬁe, to shaping the
enterprise, and £acili£ates enterprise adaptation to change.
Continuous education is thus necessary for the continuity of the

firm as an organisation.

In sum, education is a political requisite for ‘real’ democracy.
Acquisition and effective use of education and competence among
participants in democratic organisations has an important role in

facilitating participants” control over fellow-members endowed



with specialised knowledge, and to whom specialised tasks are
‘most likely to be delegated. There is thus an important link
between education, competence,’and control. There is also an
important link between education, competence, and effective
decision-making, for eduéation and competence are required if
participants are to make informed decisions about their
enterprise. In addition, the continuéd education of participants
in democratic organisations is ﬁecessary for the maintenance of
control and effective dedision—making. Continued education also
provides for éontinuity of skills And competence in aﬁ
organisation, thereby indirectly contributing to the qontinuity
of the organisation itself. Alongside training, education and
competence thus have a central role in sustained and viable

democratic organisation.

D. Experience and Cooperative Canlciousnoll

Historically, cooperatives are formed in times of hardship and
struggle. There are intricately linked internal and external
factors which contribute to the emergence of co-ops during times
of struggle. The external factor which predominantly/leads to the
formation of co-ops all over the world -is mass unemployment. This
social phenomenon gives rise to internal reasons for the
emergence of such enterprises, naﬁely, personal hardship as é
resglt of unemployment and a particular psychological condition

induced by such hardship. Bate and Carter (1986: 60) refer to the
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ideas and actions which arise out ofvsuch psychological

conditions caused by hardship as "ideational factors".

Bate and Carter (1986: 60) give us some valuable insight into
people’s_initial frame of reference to cooperation. Writing on
producer. cooperatives in Britain, théy argue -that apart from
environmental factors coniributing to the emergence of |
‘cooperatives there seem to be "immediate and personal
considerations" involved in people ‘s decision to form or join ab
cooperative. Our experience in the field confirms these authors’
observation that ‘personal hardship’ - unemployment, |
retrenchment, firm bankruptcy - is a recﬁrring and underlying
reason for the emergence of éo-ops and for people’s decision to
jdin»a co-op. Furthermore, the authors’ concept of 'ideational?.
factors proves valuable in'identifying_féctors which contributed
to cooperators’ predisposition to forming and Jjoining the co-ops

which form the basis of this study.

The authors further argue that
Personal hardship may be one of the necessary conditions but it is not
sufficient in itself; it is important to identify the particular

psychological condition induced by hardship which may predispose people to
choose the cooperative path (Bate and Carter, 1986: 60).

They claim that a variety of "ideational"” factors are involved in
people’s predisposition to form or Jjoin a co-op (ibid.: 60).
These factors can include (a) people’s ideological commitment to

particular political or religious beliefs which might find

81



-expression in their attempt to establish a form of work
organisation which conforms more closely to those beliefs, (b)
people ‘s experience of alienation when engaged in traditional
forms of work organisation, and/or (c) people’s experience of a
strike and/or retrenchment and the psychological effect of such
éxperience upon those involved. Whichever one of the
aforementioned factors it may be, Bate and Carter state that
it is important to emphasise that “ideational” is broader than
‘ideological *: cooperatives are by no means exclusively dominated by _
people committed, for example, to radical, anti-capitalist principles, or:
to some wider intellectual movement. Bitterness, resentment, and

insecurity are in themselves quite capable of exercising considerable
influence over people’s minds (1986: 60).

‘Experienée' is thus an‘important factor shaping the
consciousness of those involved in cooperative organisation; More
'specifically, experiences in broader society previous to
participatidn in a cooperative provide points of reference to
cooperation at the micro-level (at the level of the firm) and
shape the development of a cooperative bonsciousness at this
level. Such experiences or broad points of reférénce usually
result in the definition of cooperation in terms of “what it is

-

not’ . On the other hand, over time, experiences of participation
in a cooperative organisation which regult in the success of such
organisation provide the basis for the development of a

cooperative consciousness, at the level of the workplace, defined

in terms of ‘what cooperation is’.



We argue with reference to cooperators’vprevious experience that
actions and consciousness are limited by the socio-political and
historical cohtext in which they exist. On this basis,
cooperative'consciousness at the enterprise level cannot develop
. simply through exhorting people to be cooperative. People have to
have experienced a successful co-op (successful in terms of
providing for their material needs) for them to come to fully
accept a cooperative consciousness. Simultaneously, in order for
them to build a successful co-op, people need some frame of
reference to cooperation. Broader experiences are thus necessary
in the initial conCeptualisati§n of cooperation at work, while_
; experiences specific to cooperation at the workplace are
imperaﬁive‘in the formation of a cooperative consciousness at

this level.

Other authors on tﬁe broéd subject of workplace democracy
(Pateman, 1970; Bernstein, 1983; Gamson and Levin, 1984;
Rothschild and Whitt, 1986; Greenberg, 1986) also emphasise the
role of experience, practical and/or ideological, in the
development 6£ a cooperative ideology and consciousness. Unlike
our argument, however, which is workplace-specific, these
authors, in particular Pateman (1870), argue that in the context
of capitalist social relations people’s experience of
cooperation, participation, and democracy at the workplace serve
as important learning grounds for such values and practices at a

broader societal level.
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E. The Role of Support Structures in Cooperative
Development :

1. Importance of Support Structureé

In the light of the range of econoﬁic. ideological, and
organisational constraints faced by co-ops in capitalist society
several authors (Cornforth, 1989; Rothschild and Whitt, 1986;
Gamson and Levin, 1984; Greenberg, 1986; Thornley;: 1981) point to
the importance of a cooperative support network. Writing on co-
ops in the UK, Cornforﬁﬁ§?39§91*122) argues that the development
'of a significant cooperative sector is only possible if it has
its own support structure to meet the sector’s specific needs, to
encourage mutual support among co-ops, and to facilitate the
mobilisation of public and political support. Rothschild and
Whitt (1986: 128) suggest that collective dgmocratic
organisations that maintain an identification and link with a
broader social movement are less likely to lose sight of their
~original goals. In the same vein Gamson and Le#in (1984: 243)
note that networking among co-ops at both regional and nétional
levels is an important means by which democratic workplaces can
" combine to share scarce resources, ideas, skilled personnel, and
training programmes. Writing on the Plywood Cooperatives in the
USA, Greenberg (1986) concludes that

without powerful countervailing forces to the market

mechanism. . ... {wlithout a working class party, a cooperative or

egalitarian culture, a socialist ideology, a revolutionary movement, or a

government committed to economic democracy....(that is,]....without a

conducive context, self-managed enterprises might well survive and

prosper, but they are not likely to play a significant role within a
movement for social change (p. 168).
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Finélly, Thorpley (1981: 108) concludes that cooperatives closely
linked with ffade union and cooperative mbveﬁents. engaged in
tfade links beneficial to thh supplier and customer, and which
have developed an integrated structure of prodﬁction aﬁd_
distribution have been generally moré successful than those

operating in isolation.

In addition to this broad acknowledgement of the need for support
networks, the empirical evidence provided by the experience of |
self-management in Yugoslavia, the kibbutzim in Israel, the
Mondragon Cooperatives in Spain, the Scandinavian and Italian
cooperative movements, and the Breman confederation of self—'

: managed firms in the Netherlands reinforces the view that
cooperative support structures are vital td the sustained success

of cooperative enterprises.

2. Possible Functions

Cornforth (1989: 115) is one among few authors on the subject who
goes beyond simply identifying the importance of support
structuiee for co-ops. He points to some possible functions of
-such structures and suggests'that such functions can be divided
into three main areas: "externally’ directed functions aimed at .
improving the environment in which co-ops operate; functions

directed ‘“internally’ by providing services required by co-ops;



and functions aimed at maintaining and extending the support

structure itself.

‘He argues that the first major exterﬁaily directed funétion~of
support structures is to develop a strong worker cooperative ‘
movement with links to other social movements, the local |
community, and political organisations which share similér
ideals. The secoﬁd function is to ensure that co-ops are treated
fairly and thus not discriminated against by other institutiqns 
éuch as banks and the state. More specifically, in relation to

. the state, support structu:es ought to ensure that co-ops are
treated fairly in l_egislatioﬁ. The third function is to promote

the idea of cooperation in broadér-society (1989: 116).

Among the internally directed services of support structures
Cornforth (1989) highlighfs the provision of advice and
assistance in the operation of cooperative éhterprises to
existing co-ops as well as to those in the process of formation.
The latter form of as#istance-is particularly imporfént
cdnsidering that most people forming co-ops are relatively
inexperienced at operating their own business and at working in a
cooperative setting}‘A second important service is thé
identification of’training needs in c6-0ps and ensuring that such
needs are met. Thirdly, support structures should encoﬁrage and
facilitate links between co-ops in an'attempt to centrélise'

functions and, often scarce, resources.
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Examplés of functions that can be effectively centralised in the
material interests of co-ops are the purchase of raw materials,
marketing finished products, and negotiating contracts. Resources
that can be centralised to this aim include financial resources
and specialised skills such as accounting, market research, and
so on. The centralisation of such resources through nefworking
among co¥6ps can be beneficial in providing protection from |
broader market forces. A further major role of support structures
is to examine trends in the broader economy in order to
facilitate optimal market entry, product choice, and production

decisions by co-ops.

Finally, support structures sﬁould help provide suitable forﬁs of
finance for co-ops. This entails enhancing access to-COnvenfiohal
sources of finance such as thosé provided by banks and assisting
in the development of a co-op bank through which such eﬁterprises
can use their own funds (Cornforth, 1989: 116/7). The bank of the
Mondragon Cooperatives, as well as the Cooperative Self-Finance
Scheme (CSFS) in Zimbabwe which forms part of our study, are

examples of cooperative organisations providing such services.

In this work, the importance of support structures is
acknowledged. Our specific focus in this regard is on the
implications of some of their functions and methods of support

for cooperative development.
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zbeﬂbtbodb of Providing Support and the Dilemmas which come with
m

_Cornforth (1989: 118) further points to two basic methods or
approaches to providing support to co-ops:\(l) the “top-down’
'method, aﬁd (2) the "bottom-up” method. These constitute basic
approaches towards ‘development’ and are commonly known among
people in the field of development and/or community work. This
distinction refers to the nature of the relaﬁionship between the

- support structure and the co-op(s) receiving support.

The key features of thev‘top-down' method are (1) the idea of
forming a co-op comes_from the support structure; (2) the»people
involved in providing support play a direct role in initiating
and developing the enterprise and provide the absent skills; and
(3) these initiators work with the leaders of the cooperative who
eventually take over their role. By contrast, the keyvfeatures'of
the ‘bottom-up’ method are (1) the'idea for forming a co-op
originates among the potential cooperators; (2) the role of those
providing support is to facilitate and assist the cooperators in
developing the skills required to run their enterprise; and (3)
‘those providing support work with the entire group (not Jjust the
leaders) in the process of co-op development (Cornforth, 1989:
118/9). |

The predominant approach among those involved in developmént work

in the UK'is the 'bottom-up’” one. It is argued by supporters of

this approach that the success of a cooperative depends mainly on



the commitment and involvement of its members based on their
voluntary decision to eﬁbark on such a venture; and thaﬁ success
is unlikely among co-ops initiated by development workers.
Similarly, it is argued that developing democratic practices
among cooperators is more difficult in a context where the
development worker makes most major decisions (1989: 119). The
failure of several co-ops formed by "top-down  methods has

reinforced this view (Thornley, 1981: 87).

In theory, this distinction between the desirable and less-
desirable approach is useful in pointing to possible pitfalls in
co-op development. In practice, however, Cornfqrth (1989: 119)

| rightly argues that it may not always be possible or desirable to
uphold a purely ‘bottom-up’ approach. Often in the context of
-immediate needs to create and/or eecure employment, fer example,
in the case of.worker take-overs, é direct role on the part of _
people in support structures in planning the development of a co-
op and negotiating with external agencies might be necessary. In
the light of this observation the dilemma facing support
structures is thus to provide useful advice and assistance, .
without hijacking the initiative for forming the co-op from the
potential cooperators and without foStering dependency on the
part of the co-op. This is in tandem with Szell’s (1989: 10, 11)
suggestion that the intervention of outside experts be aimed at
‘help for self-help’ in the context of a long-term, intensive
relationship of confidence between the outside agency and those

/
concerned.
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‘Aside from the practical difficulty of a purely “bottom-up’
approach, there are fgrther problems with it. One of these is
that support structures tend to promote the idea of cooperation
and then wait for groups to approach them for help. This often
leads to an ad hoc process of co-op de?elopment'resulting in the
formation of many small co-oﬁs in a diverse range of secfors. In
addition, since support structures are often financed through
'public funds, particularly in the UK, they then feel obliged to
service all these types of co-ops. The formation of co-ops in a
wide range of sectors in combination with the oBligation_on the
part of support organisations, which often have limited -
resources, to help all those ﬁho request assistance often results
in the formation of barely viable co-ops which are highly..
susceptible to changes in the economic climate and gnvironment

Cornforth (1989: 120).

According to Cornforth (1989: 120) “the dilemma fécing
;Cooperative Service Organisations (CSOs) in the UK is how to
develop an integrated [cooperative] sector, which will require
planning and coordination, given [the] small size [of co-ops] and
[their] decentralisation and without incurring ﬁhe problems
~associated with (thel ‘top-down’ [approach to development]". He
. suggests some ways of resolving this dilgmma: (1) promotion of
the idea of cooperatioh within selected, suitable, and viable
sectors only; (2) building trading links between existing co-ops

concentrated in specific sectors; (3) building informal links
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between co-ops on a social level, or concentfating such
enterprises in particular areas in an attempt to develop mutual
assistance and trading links; and (4) to institutionalise
cooperation between co-ops through a contractual'relatiohship
between each co-op and their central bank as is the case with the

co-ops in Mondragon, Spain (1989: 120).

In addition to the “top-down  and ‘bottom-up’ methods of
providiﬁg support, Cornforth (1989: 121) poiﬁts to decentralised
and centralised methods. The author notes that co-op support in
the UK is highly decentralised. This is mainly as a result of the
predominant source of funding to CSOs coming from local
government, and the effects 6f the 'bottom-up’ approach
highlighted imﬁediately above. The key advantagé of decentralised
support is the availability of support in a large number of areas
and a wide range of industries. The disadvantages, however, are
that local CSOs seldom have sufficient staff, skills, and
financial resources to help develop large co-ops. Further, there
are seldom sufficient co-ops in one sector in an area to develop
an economically integrated sector. More centralised support; such
as regional support structures for the purposes of complementing
the work of local CSOs is one way of resolving the deficiencies

~ of decentralised support.

In addition to the dilemmas facing CSOs on the basis of the
methods they choose when providing support, such organisations

face a further dilemma: CSOs generally have to serve more than
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one set of interesﬁs. With reference to the Mondragon co—ops; for
exanple, the bank has to serve the interests of the member co-opé
as well és thése of the community which invests in thé co-ops. In
the UK CSOs which Are funded by the government have to serve the
" interests of the co-ops as well as those of the state. Often the
intetests_of the parties concerned are contradictory leaving the
CSO in a d}lemma. Furthermore, over time a conflict of interests
may arise between already existing and potential co-ops. In this
- regard, the resources éf CSOs in terms of skills, staff, and
finance need to increase with the growth of a co-op movement :

(Cornforth, 1989: 121).

4. The State as a Support Structure

'The‘extent to which the state supports and/or fosters cooperative
,develoément and the relationship developed between the state and
co-ops varies extensively from society to society. Rothschild and
Whitt (1986: 167) suggest that logically, the state can take four -
stands in relation to CQ—OPQ: (1) it may attempt to repress co-

ops, (2) it may be indifferent and inactive with regard to their
development, (3) it may encourage and facilitate the formation of
individual co-ops, or (4) it may be directly involved in fbrming_

and supporting such enterprises.

It is our view that each of these possible appfoaches on the part
of the state to co-op development depend on the nature of the

state itself,'the history of political struggie in the society
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concerned, the level of industrial development and the extent to
which the contradictions of such development have begun to be
manifest, the balance of class forces, and the political strength

of the co-op movement in relation to these forces.

At this point it is revealing to note examples of state suppért
for co-ops and the benefits of such support to both the state and
the co-ops concerned. We begin by looking at Thornley’s (1981)
work which deals briefly with the rble of the state in relation
to British co-ops in comparison to the situations in France and
Italy. According to Thornley (1981: 130), most of the recently 
developed British co-ops, particﬁlarly those established in the
mid- and late seventies, have received_state aid in various
formé. These include direct aid from\fhe central g6vernment, aid
from central government channeled through independent bodies
promoting co-ops, and aid form local authorities. The author
argues that as a result of this state assistance the number of
co-ops in the UK has increased since 1980. Many of these recent
véntures; however, héve collapsed and those still in operation

are not commercially sound.

. Judging from Thornley's examination of the state’s Jjob creation
programmes, amohg the unintended conséquences of government
supportvfor.co-ops has been the containment of possible
‘resistance by unemployed workers thrdugh keeping them in touch

with ‘ﬁhe disciplines of work® (Thornley, 1981: 114).

93



The author further argues that though state asSistance to éo-ops
has been negligible in comparison with that given to private
venterprises, it has been significant for the development. of co-
ops in Britain. Of the approximately 300 co-ops registered in
1980 more than 100 had received direct and indirect'assistance
from the state.'Aéparently the number of Jjobs created and/or
‘saved becaﬁée of state interﬁention reached 900 in total. This
amount is equal to more than‘half of all thevjobs cfeated in co-

ops since 1970.

Despite this increasé in the number of Jjobs created, however, the .
author argues that the future of producer co-ops in Britéin is
very uncertain since state assistance to co-ops has been far too
inadequate to enable them to be of any distinct and lasting valﬁe
to economic development (1981: 111 - 130). She further notes that
. British co-ops have been highly dependent on state funds and have
been supported by "“the mechanism of pump-priming” (1981: 176).
This mechénism has been used by the state in some cases to
support commercially unsound enterprises, and can be perceived as
a waste of financial resources. Despite some of the negative
unintended cdhsequences of state support, the author maintains
that the future of the Bfitish co—ép movement depends heavily on

continued state assistance (1981: 174).

vIn-support of her emphasis on the need for state assistance,
Thornley (1981) points to the experiences of co-op movements in

Italy and France. In contrast to the situation in Britain, she
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notes, the state in France has supported co-ops as viable
commercial enterprises rather than as part of job creation
programmes. This support has come in the form of the provisibn of
markets for co-ops since 1888 for products and services.eésential
to the ecohomy. This support in combination with the practice of
giving state cdntracts to co-ops, has been provided on the basis
ofvthe economic performance of the enterprises. In addition, the
French government has set up a co;op bank to provide more
substantial sdurces of finance for both new and expanding co-ops.
Further, the central government has helped develop an effective
legal, administrétive, and financial framework within which co-
 ops can operate and has seldom provided direct financial aid to
éuch'entefprises. This support has been a major factor in thé
sﬁcceés, survival,:énd growth of the co-op movement in Frénce.

- Furthermore, the efficiency aﬁd'reliability of these enterprises
 madé them éuitable for the provision of infrastructure for the
economy - houses, roads, bridges, and so on (Thornley, 19813 131-

150).

With reference to Italy, the author highlights the fact that co-
ops here have been supported By politiéal partieé since the last
.century.bThe three major co-op federations in Italy are each
closely linked to a different political party. Though state
support of co-ops in Italy has been moié limited than in France,
it has comé in the form of loans on favourable terQSwfdﬁcé—OPS

~and the provision a legal framework (Thornley, 1981: 151-167).
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Rothschild and Whitt (1986) draw our attention to the supportive
political role of the Basque Nationalist Party, affiliated with
the trade unién movement of the region, in establishing a
cooperative economy in Mondragon in ﬁhe context of the Spanish
Civil War. The authors also point to the contradictory role of
the Polish state in promoting co-ops for job creation and
ultimately attempting to take control of them. State control of
the co-ops in Poland eventually led to members’ decréased
motivation to work. The authors also note the contradictory
practices . of tbe Khuomentang political party in China in the
1930s: this party established several credit, agricultural, and
producer co-ops in the 1930s until these.enterpriées began ﬁo
threaten the economic position of the party’s political support
base - urban and rural property owners; on this note the party
withdrew‘its support for co-ops and became antagonistic toward
then (1986:.172/3). From the historica{}experiences of.sfate
support for co-ops in France, Italy, Spéin. Portugal, Poland, and
China} Rothschild and Whitt (1986) conclude that
- Both capitalist and socialist societies want to capture the economic
benefits of cooperation, but they want to control it. For the capitalist
country, an economically vital cooperative sector would compete against
private enterprise; for the socialist country it would compete against
state enterprise. Because worker cooperatives are neither fish nor fowl,

they can make both sides edgy. At the same time, they cannot be rejected
easily by either side (p. 177).

Finally, the authors conclude that the role of the state in
promoting co-ops can only be limited. This is so since the
experience of co-ops in the countries studied (by Rothschild and

Whitt, 1986) and elsewhere suggests that the democratic character
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of such enterprises can be maintained only if they are grass-
roots formations. The state can only facilitate their development
through the provision of loans, contracts, start-up funds,
technical advice, and/or tax incentives. Co-ops themselves should
-build federations to provide each other with mutual support in
their efforts towards self-help. Considering that democratic
control is an essential feature of cooperation outside agencies
like governments, banks, unions, and/or service orgapisations
have the potential to restrict the autbnomy of a co-op and its

members (1986: 177).

While the formation of cooperatives in Western industrialised
societies is linked specifically to the need for Jobs, co-ops in
developing countries have beeﬁ'given a somewhat broader function:
that of social and economic development. In a report on
cooperatives in East, Central, and Southern Africa the ILO (1988)
notes that the role of governments in the promotion of co-ops and
the relationship between the state and co-ops is of fundamental
importance in the African context. In the light of a general
recognition, especially ambng developing éountries, of co-ops as
instruments oflsocial and economic development, particularly in
the rural areas, co?op development has been incorporated as part
of most national development programmes in the regions. According
to ILO recommendations regarding co-ops in.independent developing
countries, governments in such couﬁtries(ought to formulate and
implement pdlicy under which co-ops receive economic, financial,

legal, technical, and other forms of aid and encouragement. The
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reality, however, is that most countries in these regions
indicate some level of state interference in co-ops as opposed to
eﬁcouragemenﬁ. Such interference ranges from opén hostility,
through indifference, to paternalism which often entails direct
state involvement in the management, supervision, and control of
such enterprises. Moreover, economically unsuccessful co-ops are
. generally ignored and kept in operation artificially through
large state subsidies. A positive approach on the pa;t of
governments in these regions towards co-ops is apparently rare.
The Director-General of the ILO has noted that
{tlhere is ample evidence that cooperatives are becoming increasingly
subject to government intervention and in some countries are completely
controlled by the state....the danger....is that....cooperatives may
become a governmental instrument and not an instrument of self-help of the

people. Indeed, such control defeats the democratic principle on which
cooperatives are based (ILO, 1988: 20).

This is confirmed by the studies of Dominelli (1989) in Algeria,
‘and Kamden (1989) in Cameroon. Dominelli’s (1989) work focuses on
the impact of state intervention on workers  control in Algeria,
referred to there as ‘autogestion’. This‘author conc ludes that
The state was responsible for curtailing the growth of autogestion by
physically cutting its size, destroying working class organisation, and
diverting resources to the petroleum sector. Moreover, the bureaucratic
gstructures it introduced through the 1972 Agrarian Reforms increased

centralised control of the autogestion sector’s activities at the expense
of democratic decision-making by workers...(1989: 297).

State control over co-ops in Africa is further confirmed by the
work of Holmen (1990:39-48, 62). Holmen (1990: 50-52), however}
goes beyond identifying the reality of extensive state control of

co-ops in Africa, and attempts to provide some reasons for such
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action oqithe part of the state. These are located in the nature
of the "Third World’ state which the author describes as
overdeveioped and centralised. Among these are external reasons:
the inheritance from the colonial period of élready autocratic
state institutions; the importance of external recognition at the
time of liberation often linked to development aid; thé effects
on class formation (in the recipient country) of methods of
providing aid; a heavy reliance on external financial suppori and
advice; the emphasis on urbanisation, industrialisation,
modernisation; the'perception of a cooperative neﬁwork as a
suitable channel for development; and the resultaﬁi need for a

bureaucracy to receive and utilise development aid.

Internél reasons for the centralised nature of the state and its
resultant.control over co-ops, onvthe othe: hand, in¢1ud§: the
absence of an economicaily strong ‘middle-class’ and their
resultant “latching on’ to the state bureaucrécy,for eﬁployment:
the emphasis’placed on making national development plans of
symbolic rather than practical value, and often to attrgct
foreign capital and to demonstrate (at the level of rhetoric)
state legitimacy: and the perceived need to build a state aé a
means towards building a nation (Holmen, 1990: 52/3). It is these
ihternal and external forces which contribute to the
concentration of‘pdwer and wealth on the one hand, and to the

highly centralised form of the ‘Third World ' state (ibid.: 53,

54). Furthermore, this feature of the state in this context
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contributes to extensive state control of co-ops as part of
development progremmes which fit into natienal development plans.
In cases where some form of sta?e support is rendered to co-ops
in the East, Central, and Southern African regions, the state,
apart from providing a legal framework within which co-ops can
form and operate, channels resources through ministriee and /or
departments for services to co-ops. These include formulating
deve lopment policies, providing edueation and ﬁraining for
department/miniStry officials, budget preparation for co-ops,
auditing, accounting, and management services, and in the case of
the production of cash ¢rops, central marketing authorities have
been established. Further services that governments may provide
include the provision and/or improvement of rural
infraetructures, agricultural extension servicee, supply of seeds
e'and other inputs, banking services, and credit facilities.
Furthermore, governments can influence co-op development through

their fiscal policy and foreign exchange regulations (ILO, 1988:

19-21).

Considering the effects of increasing state intervention in co-
ops in these regions on the one hand, and the importance of the
. services the state can provide‘to co-ops in the interests of
fheir development, the relationship between the state and co-ops
is a central issue. We would agree with Rothschild and Whitt
(1986) that the role of the state can only be limited. The

experience of cooperatives in Africa as documented by Holmen
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(1990), Kamden (1@89), énd Dominelli (1989), shdws that too much
state involvement can smother co-ops. All the state can réally do
as a support structure is to provide a context - legal, economic,

and political - conducive to co-op deve lopment.

F. Significance of this Chapter

" Part one of this chapter is directly linked to the empirical work
for the disserfation presented in later chapters. This'part
develops concepts with which to understand, and questions to pose
to the empirical evidence. In this regard, Abell’s (1981)
principles of democratic organisation and Bernstein’s (1976{
1983) necessary conditionsvfof effective participatory democrécy
enable us ﬁo test thé degrees of democracy and-participation in
the enterprises studied. In addition, Brecker's (1988) insights
allow us to explore whether cooperative deyelopmént is a process.
The'theory.is.thus directly linked to the obJjectives identified

in thé introduction to this work.

\

Part two is linked to the next chapter on the context in which
South African coopéxatives operatei Most of the constraints
identified in part two are reflected in this context. The focus
in part two on education, conscidusnéss and éupport'structures is
linked to both the contextual material presented on Soutﬁ Africa
'and Zimbabwe and the empirical work of the dissertation. Part two

of this chapter is thus directly linked to our exploration of
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practical implications of participatory democracy in cooperatives

in ‘third world ™ contexts.
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Chapter Two .
1?}1e3 53c>111:11 African (3c>r11:ee:<1:

I. The Broader Context

A. Introduction

The aim of this chapter is to provide the specific context within
which cooperatives in South Africa have emerged. It therefore
provides & brief profile of South African society aﬁd proceeds
with a general focus oh the political econcmy of SA in th5419?03
and 1980s. In the light of the empirical work presented in this
dissertation, namely, cooperative aétivity among the marginaliséd
- population of SA, a focus on the 1980s is relevant considering
the re-emergence of such activity over the lésﬁ seven years. The
purpose of this chapter is to provide, briefly, the socio-

political and economic context in which cooperatives exist in SA.

1. A Brief Profile of SA

South Africa has the oldest and the most highly industrialised
economy in the Southern African.region. It has a éopulation of
over 31 million, with a majority (about 23 million) of black
people. It is the most wealthy and also the most powerful in this
‘region. Wealth, however, is unequally distributed: whites have
"access to the largest proportion of the wealth, income, economic-
opportuhity, and education{ while the poor of SA are ﬁainly
black. Nafirass\(1988) pro§ides some indices of such inéquality.

She notes that the distribution of incqme in SA is shaped by
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social divisions according to ‘race; and reflected in the
occupational distribution which is structured along similar
lines. The estimated average per'capité incomes per'popuiation
group in 1980 were: White, R4 026, Asians, Rl 615, Coloureds,
R709 arnd Africans, R362 (Nattrass, 1988: 30). Furthermore, whites
hold most key positions in the formal sector: J[i]n 1980, they
filled 60 per cent of the professional and technical situations,
92 per cent of the managerial and administrative positions, 61
per cent of the clerical Jjobs and‘45 per cent of the sales

workforce" (Nattrass: 1983 cf Nattrass, 1988: 30).

A further feature of the South Affican political economy,
although it is in a iransitional phase, is the exclusion of the
bulk of its working populétion, blacks, from basic politicai
rights and from participation in the dominant political
institutions.AThese factors have combined to relegatevblacks to a
subordinate position in.the economy and society. These issues -
have important implications for cooperative development among

marginalised communities in SA.

The South African economy is predominantly capitalisp, fhat is,
the bulk of productive property is privately owned, with
vproduction being for private interests in pursuit of profit,
through the employment of wage-labour. In addition, SA has a
relatively large public sector, including the éarastatals ISCOR,
ESKOM, SAPPI, FOSKOR, and SATS. Self-managed cooperative economic

activity plays a marginal role in the economy. In addition, the
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South African economy is characterised by a vefy high level of
economic concentration, with several large companies dominating
most market sectors and large conglomerates operating in a wide
range and a largevnumber of sectors. Such forms of economic
concentration under cabitalism are commonly referred to as

‘monopoly capitalism.

A specific féature of the process of capital accumulation in SA
is the effects on this process of social divisions along lineé of
;race',‘aﬁd, in turn, the effects of capital accumulation on
these divisions. The relationship betﬁeen racial discrimination
and capital accumulation in SA has long been érsubjéct of intense
" debate. Some economists have argued that racial discrimination
hinders the effective operation of the capitalist market and thus
hinders the process of capital'accumulation in SA (Houghton,’
1967; Moll, 1990). Liberal analysts have arguéd that economic
;growth would lead to the “liberalisation’ of soéiety and the
'reductién of racial inequality. Some Marxist_analysts, on the
other hand, have argued that racial discrimination has been
functional to capital accumulation in SA (Legassick: 1974; Nolpe:
1972). More récently, radical analysts‘have argued that racial
"discrimination cannot be seen aé purely functional to capitalist
accumulation. Rather the relationship has been seen as
contradictory, changing, énd prone io crisis (Posel, 1983; Wolpe,

- 1988; Saul and Gelb, 1986; Gelb, 1987; Nattrass, 1989).
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The intricacies of this debate are not of relevance heré. The
work of Saul and Gelb (1986), however, is useful for ouf purposes
since it provides a valuable analysis of deveiopments in the
South African political;économy leading to the ‘currentvCrisis',
which forms the historical and éontempqrary context for the re-
emergence of cooperative activity among the poor in SA; We do not
enter into the details of this analysis here. Instead, we proceed

to highlight those aspects of the crisis of direct relevance to

the emergence of contemporary co-ops in SA.

B. The Crisis in SA

1. A Brief Historical Background

- For Saul and Gelb (1986),vthe key historical event whicﬁ helped
shape SA’s ‘racial capitalism' was the discovery of diamonds énd
"gold at the turn of the century, and the subsequent development
of a migrant lébour system to service these.industries (1986:
64). The migfant labqur system has providedymining'industry with
a cheap labour supply - a'key historical feature of the country’s
political econony. This system, it is argued, was necessary

- because of the high costs of mining low-grade ore and the fixed

international price of gold over most of this century (Johnstone,

1976).

The growth of an urbanised, exploited and impoverished black

workforce encouraged trade union organisation and working class
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militancy, beginning with the Durbén strikes of the early 1970s.
Today, SA is characterised by relatively strong working class
organisation with black trade unions at the core of such
organisation. Furthermore, in 1987 only 2,6 million of an
economically active population of 10,5 million was unionised,
that is, Jjust under twenty five percent (Maree & Torres, 1990:

13).

2. The Crisis

Saul and Gelb (1986: 77) argue that ”structﬁral contradictions

[influx control, cheap black iabour, gutter education, etc.]

which...characterise the accumulation process under raciaiv

_ capitalism.. .were central to the development of the crisis of the

19703“; Thévauthors identify some major elements of the crisis_

(1986: 71-76): | |

(i) A saturated 'white  consumer market leading to a decline in
manufacturing profitability and output.

(ii1) Increasing capital—inténsity and population growth resulting
in growing structural unemployment.:

(iii) A shortage of skilled black labour in relation to demands
from industry, commerce and services.

(iv) State promotion of independent heavy industries (steel,
paper) resulting in heavy and inflationary state expenditures,
compounded by increased expenditure on defense after the
upsurge of political resistance in the 1950s.

(v) A dependence on foreign capital and foreign exchange to
finance imports necessary for further industrialisation.
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Saul and Gelb argue that the solution to thé economic crisis for
the dominant classes is to establish "new conditions for
accumulation” (1986: 78) in order to facilitate continued
profitability and growth..Essentially, thié entails overcoming

the major structural contradictions identified above.

Overcoming the structural problems, however, is éomplicatéd by
the fact that the economic crisis has been accompanied by a major
political and ideoclogical crisié - a crisis of social
feproduction involving massive pépular resistance, grassroots
anti-state organisation, and strike action. This social crisis,
they argue, poses thevmost serious immediate challenge to the
staﬁe. Since the structural problems were directly related to the
déily lives of the vol&tile black working class, overcoming them
was_notv“simply a matter of economic adjustment” (1986: 79).
Instead, it entailed also a political and ideological»task. Hence
the challenge facing the dominant classes is nothing less than

‘the survival of the existing socio-political and economic system.

0Of central imporﬁance is the fact that the economic and socio-
political crisis of the 19708 and the 1980s represents a
culmination of the’contradictions embodied in class relationships
iﬁ SA. The upriéings of 1976/77 and 1984/85 are clear

manifestations of these contradictions.

Much research has been done on empirical evidence of the crisis

(Kaplan: 1987; Cassim: 1987; Innes: 1986; Gelb: 1991; Archer et
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al: 19980; Lewis: 1991). Among the empirical indicators is the
rise in unemployment from about 20 per cent in 1982 to
approximately'BO per cent in the late 1980s. Archer et al (1990:
167, 171) note an increase in the estimated number of unenp loyed
from 3.3 million in 1980 to 6,5 million in 1986. Lewis (1991:
‘245) notes a 30 per cent estimate of unemployment in 1980 and a
predicted estimafe of 54 per cent by the year 2 000. Furthermore,
Gelb (1991: 1) notes estimates of inflation of o&er 13 per cent
per annum in the 1980s. According to Innes (1986), the count?y's
foréign debt as a percentage of its gross domestic product rose
from 8,4% in 1980 to 26,8% at the end of 1984. In similar vein,
by the end of 1984, the country’s debt equalled 94% of the value
of its exports in oontrasﬁ to 23% in 1980. In addition, 66% of
these debts were short-term (Innes, 1986: 292, 297). This made
the debt moratorium in 1985 all the more critical in the light of

the country’'s increasing dependence on foreign debt.

a) Effects of the Crisis on the Africam Working Class

Among the general effects of the recession on the African working
class are low real wages, rapidly increasing unemployment, and a

decline in living standards (Keenan, 1984: 137).

Further, according to Cassim (1987: 542), the crisis has
precipitated a high rate of insolvency among firms and decreased
output in manufacturing. These processes are associated with é

long-term downswing in industrial employment and increasing
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overall unemployment in the economy. The manufacturing sector in
particular, the country’s key generator of employment, has
indicated a net decline in employment. From 1980 to 1986, just
over 150 000 jobs were created in the formal‘sector while the
labour force grew by about 1,5 million. While 185 000 Jjobs were
‘vcreated in the public sector over this.period, about 30 000 Jjobs
were>lost.ih the private sector. Eﬁrthermqre, the recession has
marked an increase in the trend towards économic concentration

- with small firms being herged with bigger ones (Kaplan, 1987:
528). This process of rationalisation usually results in a loss
of Jobs. Thisvmakes it extremely difficult for the unemployed to
find jobs and for those in Jjobs to hold.onto them. Among the
.effects of‘unemployment are.économic desperation, a loss of self-
esteem, a loss df rmeaning, struqture'and coherence in people’s
lives, hunger, and'isolationb(Irvine: 1984). These featu;es of
~unemployment have éerious implicatiohs for uhified ﬁorking class
6rganisation as well as for the development of cooperative

enterprises.

C. Organising the Unemployed: A Response to
Unemployment ‘

in a context of structural unemploymenﬁ, strong possibilities are
opened up for struggles ﬁithin the working'class between those
with ana withqut work. More specifically, such struggles become
real as the threat of unemployment and of almost immediate

replacement with ‘scab labour’ in the event of dismissal is used
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to discipline the labour force (Jaffée. 1986: 58). It is in the
light of such struggles that some trade unions have begun to
organise the unemployed. Such initiati?es emerged around the mid-
1980s. In this regard, unemployed workers’ committees have been
established by some unions. These structures are usually
organised around issues such as Unemployment Insurance Funds,
social security, consumers’® and produbers’ co-ops, education, and -
skills development among other issues (Jaffee, 1986: 63; SALB,
1987: 36-38). |

In 1987 organisations - from the Transvaal, the Western and
Eastern Cape, and the Border region - involved in organising the'
unemployed met and agreed to establish the National Unemployed
Workers”’ Coordinating Committee (NUWCC). The NUWCC is.not
~affiliated to COSATU though it has links with this federation
since most unemployed workers are former members of COSATU uniéns
and still see‘themselves as belonging to the federation. In 
addition, COSATU has committed itself to supporting a union of
the unemployed (SALB, 1987: 37). In its 1987 resolution it
committed itself to "“systematic support of the recehtly formed
National Unemployed Workers®  Co-ordinating Committee to achieve a
national organisation and build a cooperative movement that
serves the interests of the working class" (Resolution of the
Second National Congfess of Cosatu; cf. Jaffee, 1988: 3). The

process of organising the unemployed is underway in SA.
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According to Philip (1988), the strategies of unemployed workers”
organisation are threefold: "firstly, they blame capitalist
relations and the apaftheid government for unemployment, and
their léng-term solution to unemployment is to end apartheid, and
to build socialism; secondly, their organisational priority is to
find ways of creating Jjobs now;land thirdly, they see strategies
around welfare, advice and provision bf services as a way of
vbuilding théir organisational supporﬁvand strength” '(1988: 33).
The author notes that among these organisafions' strategies for
job-creation, are demands for a ban on overtime, a shorter
working week - 40 hours, the public works campaign, and the

establishment of cooperative enterprises (Philip, 1988: 34).

To date, ﬁhe strategies adopted by unemployed workers-
organisations have inVolved ﬁainly ensuring that the unemployed'
get preferential access to Jjobs rather than the creatipn of new
jobs. Although such strategies have helped build the organisation
of the unemployed and foster unity between the organised

" unemployed and trade unions, they have not challenged
unemployment (Philip, 1988:»35). In the light of this reality,
Philip notes that cooperat;ves have a potential role to play as
means of creating Jjobs. To start a co-op, however, requires
~resources ranging from financial to technical, as well as
organisational and admihistrative resources and also skills.
Often the lack of access to these resources and skills among the
unemployed makes it difficult to start a co-op. Where the

unemployed have been able to gain access to some of these
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generally scaree resources, further limitations have feced_them,
for example, production for a competitive market dominated by
monopolies, lack of access to loan capital for the purposes of
expansion,vamong other limitations. This peints to the intensity>
of the struggle among the unemployed to both find and attempt to

create Jjobs.

D. Small Business and Informal Sectors: Their Potential
Role in Alleviating Unemployment

'Some scholars in SA have emphasised the importance of small
business development in its potential to stimulate economic
growth, as a means of. job-creation and as a means of facilitating
black economic empowerment in SA (Nattrass: 1970, 1972, 1985,
1986; Kantor eited in Philip: 1988; Rogerson: 1987). Others,
however, argue that the small business seetor‘has limited Jjob-
creation potential and point to real and possible contradictions
| in the former argument (Nattrass: 1990; Khosa: 1990; Lewis: 1988
cited in Philip: 1988). |

The growth of the black taxi industry in SA in the 1980s
illustrates the enormousvpotential for growth in the small formal
and informal black business sector. A study by Khosa (1980) of"
this specific transport industry highlights some impertant
fectors contributing to its expansion. Nattrass (1990: 217),
however, notes that promoters of small business development,

particularly government officials and policy makers, often ignore

113



the fact that most small enterprises do not operate in such
favourable conditions and do not possess the same potenfial for
Jrapid economic growth. She argues, instead, that structural
factors make for poor growth prospects émoﬁg the majority of
small (formal and informal) operators. Among these structufal
limitations are the increasing concentration of capital in SA,

, . .
" the unequal relationship between formal and informal operators as

a result of their respective position in the ﬁarket, and the high

-cost of credit (Nattrass: 1990, 223-225).

The state's easing of restrictioﬁsvon African trading righté fits
into the position generally held among government circles that
the informal sector has great potential as a source of income and
employment, and as an altérhativevfor:welfare prbvision. This
view tends to portray the informal sector as a cheap solution to
. SA’s unemployment and welfare problems.'Nattrass (1990: 220)
notes two key problems with this view: the first is that it
assumes the formal and informal small business sectors are able
to create Jjobs on a substantial scale, and the second is the use
of this perspective to justify and reduce the degree of.

unemp loyment in SA. In this regard, people not engaged in formal
employment are-assumed to be employed in the informal sector,
rather than unemployed. So, people engaged in informal economic
activity as a means of material survival are seen as émployed,
.economically éelf—éufficient, and thus fall outside of state
responsibility for their welfaref This is so irrespective of the

reality of low wages and meagre economic returns which
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characterise the bulkvof such economic activity in SA (ibid.:
220/1). The average net monthly income for self-employed informal
operators is estimated at R534 while the figure for employeee in -
this eector is estimated at R342 (Central Statistical Services,

1990: 44/5).

.Nattrass (1990) notes that available evidence on the performance
of small enterprises (both formal and informal) suggests a |
limited potential fcr employment opportunities and poor
remuneratioﬁ. Dewar and Watson (1981, cf Nattrass, 1990: 222), in
their survey of the informal sector in Cape Town, found that.only
4 per cent employed over 3 people. Beavon and Rogerson (1982, cf
- Nattrass, 1990: 222). found that a tiny minority of informel
sector operators received incomes higher than the lowest wage
scale in the formal sector. Fufthermore, Rogerson and Hart (1989:
29) point to the numerical significance of street traders,
particularly.hawking; in SA's informal ecohomy. In addition, the
authors-note that the bulk of empirical evidence suggests that

" hawking is essentially a survival strategy for people forced to

eke out a meagre existence in the informal sector.

In sum, small businesses, both formal and informal, seem to have
some potential for employment creation. The evidence, however,
indicates that this potential is limited. Furthermore, where such
potential does exist, in most casee the eccnomic returns,_whethef

in terms of wages or profits, are meagre.
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The formation of producers’” and consumers’ cooperatives amohgst

marginalised blacks in SA re-emerged in the 1970s and 1980s as a

response to growing unemployment and impoverishment. Considering

that these enterprises share similar features to informal

enterprises, co-ops can be seen as part of the informal sector.

Among the similarities are

(a) their formation as survival strategies;

(b} low wages and meagre economic returns;

(c) their unregulated nature, namely, that co-ops are not
licensed, usually do not pay taxes, and do not comply with
wage, health and safety, and product standard regulations and

(d) the lack of official attention paid to such enterprises in
terms of a facilitative legal framework and economic policy.

‘The rise of the De Klerk era in 1990 and the onset of
;negotiations with the now unbanned African National Cohgress has,
’however, influencéd processes of developing a post-apartheid
constitution and post-apartheid economic policy. In the light of
these new political developments in South Afri¢a there may be
some hope for cooperatives and other informél enterpfises. In its
constitutional guidelines, the African National Congress mentions
state support £or a cooperative sector intended to form part of a
mixed economy in South Africa (Jaffee, 1990: 191). Furthermore,
Cosatu views cooperatives as “the real informal sector” (Weekly
Mail, December 1988). Finally, ongoing debates about post-
.apartheid economy and society emphasise the informal sector as a
priofity on the future policy agenda (Régerson: 1988; 1991). Gelb
(1990) and Kaplinsky (1990) contribute to the discussion on

possible contributions of the informal sector to economic
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strategy in South‘Afriéa. In the light of these developments,

cooperatives are likely to receive some attention in the future.

I11. Cooperative Development in South Africa Today

A. Introduction

The previous section outlined the broader social context in which
| co-ops inVSA have emerged. The focus was essentially historical.
-This section, on the other hand, attempts to provide an
indication of the more immédiate context in which co-ops exist.
The focus here is thus on the contemporary situation and on
institutions and debates that are of direct rélevanée to

‘cooperative development in SA.

In this section we give the reader a brief overview of the state
-of co-op development in SA today and provide an outline of key
centres of cooperative activity in the country. Furthermore, we
focus on the emergence of service orgénisations involved in both
initiating and providing services to éo—ops. We proceed to give a
profile of co-ops formed among the marginalised population of SA,
and highlight the practical constraints facing these enterprises.
In addition, we note the broader issues for concern among'co—ops
in this country. A further issue touched on in this section is

the relationship between the state and co-ops in SA.

The history of black cooperatives in South Africa remains

undbcumented. Ruiters (1990), however, attempts to address this
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lacuna. Acqording to Ruiters (1990: 3) blacks have been engaged
in cooperative éctivity since the first decade of the twentieth
.century. He notes that the earliest refe:ence to such activity
can be traced to 1909 (1990: 5). In the context of processeé of
urbaniéation and proletarianisation during the 1930s and 1940s
there appears to have been an increase ih cooperative activity,
with the first black co-op having registered in 1931. This was
~ the Umzumbi District Bantu Trading Society (1990: 5, 1, 10).
Ruiters (1990: 9) traces the existence of registered black
consumer sociéties mainly in urban areas with several
unregistered producer co?ops in operation. A key féature'of the
history of these co-ops is a lack of state support, and an

environment of economic competition and legal harassment.

Since the-19705{ there ﬁas been a resurgénce of cooﬁerative
activity among the marginaliéed population.of Soﬁth Africa. There
is little written material on coopérative activity from the 1970s
to the present. Furthermore, the writtenviﬁformatioﬁ available,'
is scattered and needs to be centralised. The bulk of information
i on co-ops ih this country is at present mainly in primary form.
.Résearch in thé field has only Jjust begun. Hence there is very
littlé analytical matefial on the issues confronting producer co-
_ opé. Among the few authors who have published analytical work on
the subject are Philip (1988),'Etkind (1989),.and Jaffee (1988;

1990; Lupton; 1991). Other works are mainly historicél and |

empirical.
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The novelty of producer cooperation as an activity and of
research in the field, and the scarcity of written information is
reflected in the brevity and skeletal neture of this section.
Nevertheless, this section does give the reader a picture of
cooperative activity in the country today. This should help to
contextualise the information dealt with in the case study

material presented later in the dissertation.

B. Types of Cooperatives in South Africa

There are two components to cooperative activitybin South Africa:
(a) the agricultural marketing co;ops and consumers’ co-ops
established mainly among white farmers from as early as the 1890s
with the sustained development of marketing co-ops since 1922
and, (b) preducers' and eonsumers' co~-ops established since the
early 1900s among the marginalised population of SA, mainly
blacks. The latter component, sometiﬁes referred to as the
‘progressive’ co-op movement in SA, experienced a resurgence in
the 18708 and f805 pertly in response to growing unemployment and
impoverishment in the face of the economic and socio-political
crisis in SA. Therfocus of our attention is on producers’  co-ops

in this era.

It is important to note that many cooperatives, today considered
to be part of the ‘progressive’ co-op movement, started off
essentially as self-help groups and/or income generating

projects. This is especially the case in rural areas where
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chﬁrches with missiﬁn stations, for example, the Moravian and
Catholic churches; were actively engaged in initiating such
vventufes. In hany instanées-self~help groups and/or income
generating projects have deveioped into, or at least laid the
basis for producer cooperatives. It is thus'difficult, and we
would argue, distorting, to ignore the links between such groups
and proJjects and the eventual emergence of cooperative productive

activity in SA.

There is no forhally established progressive cooperative movement
in SA today. Instead, a diversity of producers’ co-ops at various
stages of formation are scattered throughout the country. |
Clusters of co-ops linked to service organisétions and trade-
ﬁnions can be found in most p:ovinces. Ne proceedbwith a b:ief
overview of some of the major clusters of.co~ops. Since
information about cooperative activity is as scattered as the co-
opé themselves, this ovefview is by no means pomplete. It does,
_hbwever, give one an outline of key centres of co-op activity in

the country.
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C. Clusters of Producer Co-ops in SA
1. Cb—ops Linked to Service Organisations

a) The Nbrtherp Transvaal

The vibinity of Elim in the Northern Transvaal marks one of the
first fural areas in SA characterised by the development of
producer cooberative enterprises and a cooperative network. These
enﬁerprises emerged in the context of the state’s ‘homeiand'

| vpolicy;_the résultant forced resettlement and removal of people;
the process of impoverishment of the reserves; and a dependence,
especially among women, on meagre and often irregular migrant
'remittances. Income-generatingvprojects which later gave rise to
a éystem of cooperative productidn, provided_a means by which
vmainly women in the area were able to’establish'an economic base

in the local community.

The Tiakeni Textiles Cooperative, the first industrial producer
cooperative to be registered iﬁ 1980 with the Departmént‘of'
Cooperatives in Pretoria, was among the first co-ops to be
established in the Elim area. The cooperatives in this network,
namely.'Tiakenié Sasekisa, Twananani, and Thlari, are enééged in
craft production; These enterprises are linked to a support-
"collective for cooperative organisation, Itsidd, established in
1978/9, which receives some of its funding from donoi agencies;
Collins (1990) provides an éccount of the history of co-op

| development and networking in this area.
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According to Collins (1990), Tiakeni has been described as a
viable producer cooperative since all costs are met from sales,
-and the co:op has had no donor financing beyond the provision of
starting capital and a soft-loan which was repaid over the agreed
périod. Furthermore, Tiakeni hés provided its‘members with
regular incomes which have increésed by abqut‘ls% per year from
1981 to 1987, while the cooperative s annual turnover increased
steadily from R88 376 to R175 669 in 1987 (1990: 40, 41).
Twananani’s annual turnover reached R50 000 by 1986. Though
monthly earningé in Twananani have increased steadily by about
25% per annum, member income levels remained low ranging from
R100 to R145 monthly (ibid.: 82). Monthly earnings per member in
Tiakeni were similar to those in Twananani over the same time
period (ibid.: 106). Monthly earnings in Thlari ranged from R10
to R65 ﬁer member from 1985 to 1986 (ibid.: 98). These figures
“indicate that even though these small-scale enterprises have
provided théir members with regular incomes, income levels are
generally very low and can thﬁs only serve as supplementary
incone . In.this regard, one could question the viability of these
co-ops as economic units for the purposes of providing income

beyond supplementary and subsistence levels.

b) The Eastern Cape

In the Eastern Cape, more specifically, Grahamstown, a cluster of

about seven co-ops, involved mostly in handcrafts, is in
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operation at the Old‘Power Station. Five of these enterprises are
-producérs’ co-ops, one is a milk buying co—op. and one is a

' cooperative management and marketing consultant for the producer

groups, namely, Cooperative Development and Marketing (CDM);

These cooperatives have been in operation since 1984 (CDM: 1988).

c) The Western Cape

' In the Western Cape, groups of co-ops have been established
mainly in the township and “squatter’ areas on the outskirts of
Cape Town. These co-ops afe generally linked to sq:vice
organisations fundedzby donor agencies. Some of the clusters of
co-ops in this regién/exist in relation to the following service
»organisatibns: the Quaker Peace Centre, Masizakhe, and the South
vAfricanvLabqur and Develépment Research Unit (SALDRU) at the
...University of Cape Town. In addition, more recently; unenmp loyed
workers  organisations such as the Unemployed Workers  Movement
(UWM) and the National Unemployed Workers® Coordinating Committee
(NUWCC), éubsequently merged to form the Wéstern Cape Unemployed |
Workers” Union.(WECUNU), have begun to take an interest in
" supporting and initiating Co-dps. The majority of thesé co-ops

are not economically viable.

Furthermore, in Montagu, a town Jjust north-east of Cape Town, a
. set of four co-ops, three of which are engaged in small-scale
furniture manufacturing, and one involved in providing services

to these producef co-ops, has been established. These enterprises
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are linked to the Montagu and Ashton Community Services (MAG), a
commﬁnity development organisation. The producer co-ops in this
area are potentially economically viable enterprises producing

high quality goods for an exclusive market.

It is from among these two sets of co-ops in the Western Cape
(co-op8 in the ‘squatter’ areas and in Monfagu) that the South
African case studies for this dissertation have been drawn.
Details of the viability of some of these enterprises will be

" dealt with in the case studies.

Furthermore, in the Western Cape, embryonic umbrella associations
for co-ops, on the one hand, and for service §rganisations
involved with co-opé, on the other, have recently emerged . The
purpose and functions of these aésociations, hoWevef, are

presently unclear.

2. Co-ops Linked to Trade Unions

The past seven years, a period during which the contradictions
embodied in South African society have céme to boiling point,
have marked a notable increase in the number of small cooperative
and self-help prOjeéts established in both the urban and rural
areas of the country. Some of these coopératives have.emerged in
response to mass dismissals and retrenchments, for example, the
Sarmcol Wbrkérs’ Cooperativgs (S#wco) and Zenzeleni in Natal, the

National Union of Mineworkers  (NUM) co-ops in Phalaborwa, and
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Thusanang near Brits in the Transvaal. These have been among the
first such enterprises to be supported by trade unions. The union
involved in Sawco and Thusanang is.the National Union of Metal
Workers of SA (NUMSA, previously the Metal and Ailied Workers"”

- Union (MAWU)); the National Union of Mineworkers (NUM) is
involved in the establishment of co-ops in Phalaborwa; and the
Amalgamated Clothing and Textile Workers® Union of South Africa
(ACTWUSA), subsequently merged with the Garment and Allied
Workers’ Union (GAWU) to form the South African Clothing and

Textiles Workers’® Union (SACTWU), founded Zenzeleni.

a) Natal
a) The Sarmcol Workers’ Cooperatives

The Sawco co-ops are among the most well known groups of co—o?s
in Natal. The process of setting up these co-ops commenced in
November, 1985 during the course of the Legal strike at BTR
Sarmcol, in Howick, which started in May of that year. The strike
was in response to this British multi-national company’ s refusal
to recognise‘the Metal and Allied Workers  Union (MAWU). The
Sawco co-ops were formed to support the striking workers and
their families, most of whom are part of the Mpophomeni community

in Howick.

This group of enterprises consists of a producer cooperative

~engaged in silk-screening on T-shirts; a co-op providing health
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services to the local community: an agricultural co-op which‘
provides food for the local commdnity at reasonable prices, and
for the purpoées of supplementing strikers’ food parcels supplied
by the union: a buying co-op; and a cultural co-op involved in
the production of plays depicting the strikers’ struggles, and a

choir.

A key feature of the Sawco co-ops is their direct link to NUMSA .
The union raised the capital required to start the T-shirt co-op
{(the first of the Sawco co-ops), hence; the union owns the
capital equipment of the co-op. Furthermore, the co-ops are
structurally linkéd fo the union - they are represénted on shop
steward and local union branch structures. A further unigue
feature of the co-ops is that they started essentially as strike-
support mechanisms, noﬁ as Jjob creation programmes. Participation
in the co-ops during the strike thus entailed voluntary work. By
the second half of 1987, héwever,vthe strikers heard that they
had lost their case against the cémpany in the Industrial Court.
This news marked the end of the strike and a shift in the
objectives of the co-ops from strike—support to building
economically viable enterprises. This shift in the objectives of
the federation of Sawco co-ops was acéompanied by a shift in its
structure (SALB: 11/4, 1986; Philip: 1988; Bernstgin and Ross:
1987) . -

By 1988, none of the Sawco co-ops were producing a surplus. The

T-shirt co-op provided workers with some form of subsistence
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while the agricultural and buying co-ops have continued to
supplement the provision of food. Both the Sarmcol strike and the
formation of the Sawco cooperatives have been relatively well
documented. Bonin (1987) is a key work on the strike itself.
Philip (1988) is the only available case-study of ﬁhe co-ops. She
examines the historical development of the co-ops and the
problems and contradictions experienced during this process

(S5ALB: 11/4, 1986; Philip: 1988; Bernstein and Ross: 1987).

With specific reference to Sawcof Philip (1988:'140) conc ludes
that the co-op’'s link to NUMSA provides and institutional barrier
to its degeneration into a capitalist enterprise because |
ownership of the means of production is vesﬁed in the union. She
further concludes that this link serves as a political barrier to
degeneration by reinforcing co-op members’” identification with
the organised working class. For Philip, this ownership structure

anticipates a type of social ownership.

_ At a more general level, Philip (%988: 148) qoncludes firstly,
that co—ops‘have some potential, albeit limited, to provide Jjobs
for the unemployed and secondly., that co-ops are essentially a
means for survival. She’further concludes that if such
enterprises are to survive in the ldng—term. they would require
various forms of support frém the democratic movement in SA

(1988: 161).
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b) Zenzeleni

In 1988 ACTWUSA discovered that Frame Group. the largest employer
in the Soﬁthern African textile industry, inﬁended to retrénch
three.thousand'workers from its workforce of twenty-two thoﬁsand.
These retrenchments were to take place over three years in
response to rationalisation and restructuring processes in the
local textile industry. In the light of this,ietrenchment schene
ACTWUSA negotiated an agreement with the management of the Fréme
Group tc establish a job-creation project for the workers facing
retrenchment . Hénce the formation of Zenzeleni in February, 1989.
The Frame Group Company agreed to make available R2,5 million to
the union for the eétablishment of Zenzeleni, essentially a
union-owned and -controlled cooperative. The cooperative employs
three hundred workers and is engaged in clothing manufacture,
spebifically. T-shirts for Cosatu affiliated unions and workwear
- such as cveralls. It is regarded as the largest co-op in both
Natal and South Africa (Employment Law: 1989: Cormack: 1990;

Workteam: 1990; Lupton: 1991).

Workteam (1990: 6-10) points to some of the problems and
struggles in the co?op around ownership and worker-management
relations. These relate mainly to the structure of the enterprise
as union-owned and —conprolled. The co-op’s major supplier is
Frame Group. Furthermore, the enterprise has been running at a
loss mainly because of a decline in the market, specifically the
.solidarity T;shirt‘market. Among the strategies adopﬁed by the

enterprise in response to this market decline has been to obtain
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large tender contracts with Edgars and Anglo American Corporation

among other enterprises.

This strategy marked the co-op’s entry into the clothing
ménufacturing market. This, in turn, had contradictory
implications for Zenzeleni’s relationship with the trade-union

movement:

an increase in the cocoperative’s share of the market heralded a decrease
in that of its competitors, some of whom employed union members (Lupton,

1991: 7).

Lupton (1891: 10) concludes that Zenzeleni’'s expérience of close

links with a trade-union raises concern about the role and extent

of trade-union involvement in co-ops. He argues that
{tIrade—unions, by virtue of their status as working class formations
directed at struggling against capital and management, are placed in a
contradictory situation when they become owners of the means of
production. For Zenzeleni, ownership clearly rests with the union and not

with the worker members. The possibility therefore exists for a divergence
of interest between members of the cooperative and the union (1981: 10).

Furthermore, he concludes that Zenzeleni’'s experience presents a
future government with the challenge of providing institutional

support for co-ops (1991: 10).

b) Transvaal
a) The NUM Cooperatives
According to Kate Philip, the projects coordinator for the NUM,

-this union has helped ex-miners to start co-ops in the Northern
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Transvaal, the Transkei, Lesotho and Swaziland. These ex-miners

were dismissed from Foskor after the mineworkers’' strike in 1987.

Thus far, the only NUM co-op on which some documentation exists
is the Phalaborwa Workers' Cooperative (Pewco) which produces
T-shirts. This co-op was formed after battles between the
residents of Namakgale and the police during the miners’” strike.
Pawco started with fifty members in March 1988, almost three
years after the dismissals. Due to practical constraints such as
skills and capital shortages, the co-op struggled to survive
initially. After education workshops on the specific skills
requirements of the co-op, however, operations have improved:
Since the start of 1989, PAWCO has been financially self-sufficient; it
has paid back the loans given by NUM, it has paid wages consistently, and
the wage rates in the co—op have steadily increased. Workers earned an
average of R400 a month over the last five months, and were able to pay

themselves R1 000 Christmas bonus. All 50 members now work full-time"
(Philip: 1990 (b)).

The NUM's support for co-ops is linked, firstly, to the need to
develep a local economic base in the rural areas from which most
" of its membership is drawn. The development of a local economic
base is seen as necessary for the purposes of creating Jjobs
locally, in part, an attempt to lay the baeis for halting the
migrant laﬁour system, historically the key feature of the South
Africen mining industry. Secondly, in the light of likely future
mass retrenchments in the mining iﬁdustry, and NUM's limifed
resources to deal with the resulting level of unemployment among

its members, co-ops are a potential form of Jjob creation. Philip
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notes that it is hoped that NUM's practical experience in
building such models of Jjob creation can provide a basis for

policy formulation (Philip: WM, 17-08-1890).

According to Philip, NUM's policy on co-ops stresses the need for
co-ops to develop into economically viable enterprises, capable
of surviving in a market economy and providing their members with
job security and regular incomes. She nétes that NUM co-ops ﬂave
already had some succesé in reaching this goal: the Phalaborwa
Workers T-shirt Printing Co-op (Pawco), with a membership of
fifty people, has been able to pay better wages than the minimum
in the mining industry, for more than a year (Philip: WM; 17-08-

1990; SALB: 14/7, 1990).

b) Thusanang

- The Thusanang Cooperative was initiated in 1984 by the Unemployed
Workers® Committee (UWC) in Brits, a decentralised industrial
area about ninety kilometres north of Johanneéburg. This
Committee was formed in the aftermath of two strikes: one at B&S
Engineering and the other at Qutocable. The workers at both these
féctories were organised by the Metal and Allied Workers” Union
(MAWU) at the time. These strikes and the subsequent dismissal of
- the entire workforce at B&S are significant in understanding the
workers’ solidarity out of which the cooperative emerged. MAWU
chéllenged B&S in the industrial court and won the reinstatement

of only 275 workers. This victory was, however, short-lived as
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the company closed down one of its plaﬁts shortly afterwards,
"leaving most workers unemployed once again. In the light of this
closure .and the scarcity of jqbs in the area these'workers, still
highly Qrganised, decided to creaﬁe their own work by forming the

co-op (Jaffee: 1987; 1988).

The co-op started with three production units: a sewing CO-0p run
by about fourteen women; a fencing co-op run by five men: and a
brickmaking co-op, also operated-b& five mén. Most of the time
these economic activities had been unable to produce a surplus.
Among the major problems of the enterprises were a severe lack of
starting and working capital, a limited local market for their
products, lack of education and training and.inappropriate

"technology (Jaffee: 13987:. 1988).

In the context of these problems, democratic organisation in the
enterprises was being eroded. One of the ways in which this
process manifested itself was in increased gender-based conflict
‘among.the members . As a.result, the produétion_unité separated
Wwithin about eighteen months. With a view towards expansion, the
brickmaking enterprise employed casualllabour at low rates of
pay. Jaffee (1988) provides a detailedlanalyéis of this process
of degeneration of the enterprise. She attributes this
degeneration partly to the breakdown in the relationship between
the union and the workers engégedvin these enterbrises (1988:

37).
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The struggles and problems experienced by Thusanang are similar
to those in most co—ops: both locally and internationally. For
Jaffee (1988: 39), despite these problems, the experience of the
Thusanang Cooperative suggests tﬁat in the context of extreme
poverty, high»unemployment, limited social welfare, and
eppressive formal work environments, co-ops can provide sone
benefits. These include, firstly, enabling people to regain
control over their lives through collective support; secondly,
developing new skills; and thirdly, providing centres of debate
about new forms of work organisation. She further notes that
union 1nvolvement in establishing co-ops for the unemployed can
only be considered in the context of a union commitment to
funding, skills training, political education and supportive

services (1989: 40).

As will become apparent later in the dissertation, this brief
overviewvef‘cooperative activity in SA shows that unlike in
'Zimbabwe, SA has;little historical experience of comparable co-
ops to draw from. The history of cooperative activity among
marginalised communities in SA is essentially in the making at

present.

The one reference of cooperaiive activity we do have in SA‘is the
formation of consumer co-ops and agricultural ma:keting Cco-0oPpSs
among Afrikaners during the early 1920s and 1930s. The consumer
CO-0p8 Wwere established mainly as means of relieving poverty

among the poor, while marketing co-ops essentially provided a
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mechanism by which big farmers could secure a place in the market
to sell their goods at subsidised prices with government éupport.
This situation gave big farmers a monopoly over the market.
According to Franks and Shéne (1988: 45), during the 1930s, "the
cooperative was proéagated as a truly Afrikaner organisational
form which might ultimately provide economic salvation for the

Afrikaner"”.

D. The Emergence of Service Organisations

- The increasing emergence oﬁ‘coqperatives over the last éix years
has been accompanied by the emergence of service organisations
involved in both initiating new cooperative enterprisés and
providing support and services to already existiné ones. The
activities of such organiéations encompass various services:
acquiring funds for cooperatives; providing technical,
educational, and managerial assistance; assisting in the
marketing of products; and facilitating links with other

cooperative enterprises and service organisations.

A wide range of organisations support and initiate cooperétives:
working class organisations for example, NUWCC and COSATU, and
trade unions such as NUM .and NUMSA, grass roots community
~organisations, organisations promoting black business development
_(for example, the Small Business Development Corporation (SBDC)),
_multinationals (such as Shell and Mobil), foreign embassies,

development agencies, and progressive service groups often
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comprised of intellectuals with close links to grass roots
community structures. The goals and objectives of these

organisations are about as varied as their origins.

Jaffee (1988: 11-13) provides useful distinctions between the
- range of perspectives and combinations of perspectives among

these organisations. These can be summarised as follows:

-a) The "small is beautiful” perspective, held mainly by people in
‘organisations linked to the staié and the,p;ivate séctor, sees
the'cooperative as a form of organisation suitable for
-marginalised people as a form of income generation on a
coliective basis. People holding this view have not encouraged
the linking of such collectivés with broadér social movements.
7Such organisations afe mostly concerhed with deregulation and the
promotion of the infdrmal sector as methods of solving particular
economic problems. Examples of such organisations include the

Urban Foundation and the Small Business Development Corporation.

b) The second perspective, an incorporationist one, is held
mainly by black small entreprenedrs,who see cooperatives as
possibly playing an important role in admitting excluded and

. disadvantaged people to participation in the capitalist economy.

- ¢) A third perspective, cqoperatives as a means of uniting the
working class, sees co-ops as creating links between the employed

and the unempldyed. This is essentially a defensive strategy for
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dismissed workers and is advocated mainly by those organising the
unemployed. The offensi?e strategy within this perspective, he 1d
mainly by co-ops linked to trade unions, views such entefprises
as potential learning grounds for workers and trade unions in
workers® control and democracy. These approaches see ceoperatives
as'potential sites of and for working class control and power in
the broader community, ana recognise that such enterprisee cannot

bring about economic and social transformation on their own.

d) A fourth perspective, eo—ope for national liberation, views
vsuch enterpriées as a form of organisation with the ability to
mobilise people into the struggle for national liberation in SA.
This position is also implicit in approaches (b) and (c)

summar ised above.

e) The final perspective, co-ops to build socia{ism, is somewhat
value;laden in its assumption that since co-ops are owned and
controlled by the producers they represent, in microcosm, the
form of socialist society. A further position within this broad
perspective holds that cooperatives, if linked to organisations
with socialist goals, can contribute to the prepagation of

socialist ideology.

These perspectives on the long-term goals of cooperatives reflect
the various priorities of current cooperative initiatives. It is
important to note, however, that irrespective of the diversity of

approaches all organisations promoting cooperative activity face
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the same structural difficulties presented by the South African

social and economic order.

E. A Profile of Emergent Producer Co-ops in South
Africa '

Philip (1988) attempts to provide a typdlogy of producers’ co-ops
in SA (Philip: 1988: 161\2). Despite some omissions, the author
provides a relatively comprehensive and useful list of the
producers’ co-ops in SA, their productive activities, their age,

membership size, and income per month.

The South African co-ops of the 1970s and "80s are embryonic in
~character. By 1988 most of them had been in operation for about
four to six years. Furﬁhermore, there is little variation in the
products of_these enterprises. Among the predomiﬁant activities
are sewing and craft work involving mainly women. There is a
tendency of rapid>formation accompanied by equall& rapid collapse
among sewing co-ops. This pattern reflects a tendency for co-ops
to be fbrmed_without-prior market research or economic

feasibility studies (Philip, 1988: 79).

In.addition, theré is a variet& of characteristic problems faced
by sewing co-ops in SA. Among the major problems are a very

limited market and a reliance on domestic rather than industrial
machines, adversely affecting viability and output, respectively.

With regard to the Western Cape, the increasing number of sewing
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co-ops.in this region is a reflection of processes of
:rationalisation and concentration in thevcldthing and textiles
industry, resulting in mass retrenchments of female workers.
Members of sewing co-ops with experience in indusfrial clothiﬁg
manufacture are generally at ah advantage to those women who rely
on their basic sewing skiils.'They do, however, have to compete
with both commercial prices and factor&—shop prices, that‘is,
shops which sell directly to the public at wholesale prices.

. Furthepmore, SA’s cldthing industry is highly competitive and
exploitative leaving fe@ sewing co-ops able to compete on the

terms set by this indﬁstry (Philip, 1988: 80).

Extremely tight competition in a limited markét is thus a key
- factor contributing to the rapid collapse of sewing co-ops.
-Nevertheless, sewing tends to constitute one of the predominant

productive activities among co-ops in SA.

The next most common productive activity amoﬁg Co-0OpSs is craft
work. While the majority of these enterpriées are based in rural
areas, their market is located in urban areas with the middle-
classes being their target group. With fashions constantly
changing, marketing strategies of.craft co-ops are often
'unreliable. Furthermore, retailers often exploit producers by
buying goods at very low prices and selling them at much higher
prices. In response to such practices, Self-Help Associates for
Development Econoﬁics (SHADE) initiatéd the National Craft

Aséociatidn in 1984. This association has 29 affiliates and
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provides collective marketing services specifically for craft co-

ops. (Philip, 1988: 81).

In addition to sewing and craftwork, other productive cooperative
,‘activities include brickmaking, fence-making, furniture
manufacture, wéaving, motor‘and mechanical repairs, spray-
painting and panel-beating, silk screening §n T-shirts, téy
making, pottery, candle-méking, and futon production. There are
aléo a nﬁmber of burial societies and credit groups. Among the
oldest and well known credit unions is the Cape Credit Union

League based in tﬁe Western Cape. .

Furthermore,'average monthly income in co-ops as estimated by
Philip (1988: 146), is R144 monthly, with R280 representing the
- highest monthly income. She estimates the average meﬁbership.of

. co-ops in SA to be eleven people (ibid.).

Most cooperatives in SA are dependent on external funding while
very few have been able to provide fheir members with living
wages. Further, it is a common experience among co-operators in
SA to receive irregular income. For members this often means no
income for periods of up to five months. This érofile of co-ops
in SA clearly indicates that co-ops in this country provide low
and irregular incomes and involve only a fraction of the masses
of unemployed..In_the light of this evidénce, a focus on the
practical constraints facing such enterprises is in ordef. We

thus proceed to highlight some of these constraints.
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F. Practical Constraints Facing Co-ops in SA

This section attempts to give the reader an overview of the
practical constraints facing producers’  co-ops in SA today. In
this regard we draw on particular case studies of such
enterprises (of which there are only a few) and highlight the
common problems and constraints faced by various co-ops. The
South African case studies referred to include the works of Petre
(1987), Bernstein (1987), Jaffee (1988), McIntosh and Friedman
(1988), Philip (1988, 1990), Cormack (1980), Lupton (18991), and
Collins (1990). A further key reference drawn on in this section

igs the publication by Jaffee (1988).

Among the practical problems raised by these case studies are
firstly, a severe shortage of financial resources, more
specifically, starting capital; a lack of technical skills in
general, and a specific léck of management skills. Among
managerial skills one can include entrepreneurial skills,
marketing, costing, accounting, ordering goods, conducting
meetings, among others. Further constraints are difficulties in
penetrating the market; illiteracy and innumeracy: disciplinary
problems; a lack of cooperative consciousness; inappropriate
technology: a weak competitive position in relation to
conventional capitalist commercial, financial, and industrial
enterprises; low productivity levels, and in some cases, a lack

of organisational experience.
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These practical constraints are obstacles to the development of
economically viable and democratic cooperative enterprises. The
origins of these constraints are embedded in the history and
structure of South African society. People most likely to form
and/or Jjoin cc-ops in SA are generally from the economically and
politically marginalised population, mainly blacks. In general,
these people do not have access to substantial financial
resources . Furthermore, the profound lack of skills among co-ops
is rooted in the effects of racial capitalism and patriarchal

social relations.

These initial constraints faced by co-ops hinder the development
of economically viable cooperative enterprises. This often
results in a failure on the part of co-ops to provide regular
wages. Among the implications of these constraints are a

dependence on donor funding and a high failure rate among co-ops.

These severe practical constraints facing co-ops in SA confirm
the limited potential of co-ops to alleviate unemployment through
job creation. Philip (1988) examines the potential for co-ops to

create Jjobs.

She notes that in the context of high levels of structural

unemployment in SA and the immediate need for Jjob-creation, the
NUWCC, the Congress of SA Trade Unions (COSATU), and the South

African Youth Congress (SAYCO) have expressed support for the
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establishment of producers’  cooperatives as possible means to
create Jjobs, and simultaneously, as mechanisms for providing
forms of work organisation alternative to capitalist enterprises

(1988: 2).

Philip (1988: 145, 146) concludes that the potential for co-ops
to create Jjobs is contingent on their economic viability. Her
conclusion is based on evidence that none of the co-ops visited
by her provided their menmbers with a living wage, some provided
irregular income for their members, and one was making a loss at
the time. The author further concludes that this evidence,
claimed as representative of the economic performance of co-ops
in SA, seems to indicate that such ventures have limited
potential to provide alternative employment to wage-labour. On
this basis she notes that cooperatives in SA serve mainly as a
means of survival. She further notes that the extent to which
such enterprises can serve as survival mechanisms for the masses
of unemployed in SA is debatable. Her estimation of the average

membership of co-ops as eleven people supports this conclusion.

Her argument that co-ops have a limited potential to provide
employment is further supported by the real experiences of the
Sarmcol co-op: The following quotation from a speech by the
chairperson of the enterprise is a clear illustration of this
limited potential:

But even when we had done all of this [set up several cooperative

projects], Sawco involved only a small number of the strikers directly.
Even now, in 1988, there are about 80 members of Sawco compared with the
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number of strikers, which is 1 000. We realised that it is impossible to
create employment for all the strikers - we do not have the resources.
From this experience we have understood that co-ops cannot be a solution
to the problem of unemployment. There are millions of unemployed people in
SA. Co—ops cannot create jobs for all of them, just as we could not create
Jjobs for all our striking members" (Dladla: Chairperson of Sawco: 1988).

In addition to these very specific practical constraints facing
co-ops in this country, the historical and socio-political
context of their emergence has stimulated a focus on much broader
issues. One of the key issues for debate has been the role of co-
ops in the broader democratic movement in South Africa. Philip

(1988) and Etkind (1989) have dealt with this issue.

G. Co-ops and Socialism

Working class organisations in SA see cooperatives as both a
potential means for job-creation, and means for providing a
democratic alternative to capitalist enterprises (Philip, 1988:
2; Jaffee: 1988; Speeches in Jaffee: 1988).
Co—ops are a transitional stage to socialism. If you establish a co—op, in
the long run it will topple capitalist industry (SA: a member of the

Soweto Local of the UWCC defining the role of co—ops in SA: cf Philip,
1988: 68).

Philip explores the potential for co-ops to fulfill these roles.
She starts off on the assumption that "for co-ops to make any
contribution at all, they have to be economically viable” (1988:
2). A central theme of her work with regard to the potential for
co-ops to bring about socialism is that, in addition to being

economically viable, co-ops with this aim are more likely to make
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some contribution if they are directly linked to broader forms of
democratic organisation in the society. This theme is significant
in the light of a general concern among the organised unemployed
in SA that co-ops do not become ends in themselves; instead

cooperators should continue to identify with a broader political

programme (1988: 4).

With reference to the potential of co-ops to contribute toward
the process of transition to socialism in SA, Philip (1988: 868)
rightly points out that "democratic control of production in co-
ops does not in itself pose a challenge to the maintenance of
capitalist relations of production at a societal level; co-ops
operate within the framework of those relations”. A perception of
co-ops as ‘vanguards of a socialist strategy” (in Philip’'s terms)
esgentially ignores the fact that exploitation at work and

unemp loyment is based on the maintenance of class relationships
in broader society. A transition to socialist relations of
production thus requires processes of intense political struggle
against class relations of domination in society as a whole, not

merely at the point of production (1988: 69).

In support of her argument, the author quotes England (18987):

Co-ops cannot solve the contradictions of the capitalist state - nor can
they adequately pick up the pieces. They cannot LEAD the struggle towards
a socialist order. But, in certain circumstances, they may have the
capacity to contribute towards that struggle in a meaningful way (England,
1987 148 cited in Philip, 1988: 69).
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The question which logically arises is the following: In what
ways can co-ops contribute to the political struggle in SA? In

response, Philip (1988) suggests some such ways.

Firstly, the author suggests that cooperative production can be
the learning ground for democratically organised production and
planning. The latter are processes central to democratic
socialism (5A Metal Worker cited in Philip, 1988: 69). The real
potential for co-ops to play this role depends, however, on
various factors including the size of the co-operative movement
(1988: 70). Secondly, she argues that, the growth of a
cooperative sector can provide an ideological frame of reference

for the support of socialism.

In this regard she further notes that co-ops may be the catalyst
for the development of a socialist consciousness. Here she refers
to England (1987) who argues that this is the case in Zimbabwe,
where both the trade unions and the political organisations are

failing to lead the process of socialist transformation.

Thirdly, drawing on the work of Thornley (18981), she suggests
that "part of the role of co-ops is toc defend the working class
from the excesses of capitalism” (Thornley, 1981: 157 cited in
Philip, 1988: 71). Co-ops are thus a potential defensive
component of a broader political strategy towards strengthening

working class organisation (Philip, 1988: 71). Hence the
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importance of links between co-ops and broader progressive social

movements and processes of democratisation in society.

In sum, then, co-ops cannot challenge capitalist social relations
at a broader societal level. In this regard they have limited
potential as offensive weapons against the maintenance of these
relations, and cannot lead a transition to socialism. On the
other hand, however, "co-ops can strengthen the potential of a
broader socialist project - by empowering workers, by building
the skills needed for democratic control of production and
planning, by prefiguring aspects of work organisation under
socialism, and by defending the working class from some of the

worst ravages of capitalism” (Philip, 1988: 72).

Etkind (1989: 54) supports Philip's (1988) conception of the role
of co-ops in social transformation as limited. He notes that the
link between co-ops and socialism is only partial and that co-ops
are not merely a microcosm of socialist society. Furthermore, he
correctly points out that "co-ops are isolated units of
production and service which have a negligible impact on society

or the economy as a whole" (Etkind, 1989: 54).

The author further argues that co-ops, through their struggle to
build the material conditions for real workers  control of the
production process, provide important practical experiences from
which éolitical lessons about the process and relations of

production can be drawn. It is these lessons, he suggests, that

146



are able to link co-ops to the broader class struggle in SA. He
pertinently points out, however, that these lessons are not
automatically learnt. Instead, drawing out political lessons from
the practical experiences of co-ops requires 'conscious political

agency' (ibid.: 52).

In the light of (a) increasing local experience of the limited
potential of cooperatives as vehicles of social transformation;
(b) local experience of the contradictions involved in engaging
in successful cooperative activity in the context of competition
with capitalist firms (Workteam 10, 1890: 10); and (c)
developments in Eastern Europe since 1989 and subsequent debates
about the ‘collapse’ of socialism, working class organisations in
South Africa may come to see socialism diffeiently. In turn, they
may therefore come to see the role of co-ops in building
socialism differently. Considering that these debates are,
however, beyond the subject of this dissertation, we do not enter

into discussion in this regard.

H. The State and Cooperatives In South Africa

An appropriate starting point for an examination of the role of

the state in urban-based co-ops would be to consider its role in
relation to urban informal economic activity among blacks. This

suggestion is made on the basis of a perception of co-ops among

marginalised people as part of the local informal economy.

Considering that most co-ops are unregistered, unlicensed
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enterprises which do not pay tax and are not subject to

government regulation, this perception of co-ops is justified.

Earlier in this chapter we mentioned that recent analyses of the
South African political economy point to the contradictory and
changing relationship between racial discrimination and capital
accumulation (Posel, 1983, Wolpe, 1988; Saul and Gelb, 1986;
Gelb, 1987; Nattrass, 1989). Among the key contradictions is that
apartheid came to make economic growth more difficult over time
while, simultaneously, economic growth was undermining apartheid.
Two key problems arising from this contradiction are of relevance
to the relationship between the state and co-ops in the informal
sector:

(a) as economic growth slowed down and formal employment
opportunities decreased, people had to make a living somehow; the
only way people could survive was in the urban informal sector;
(b) in the light of the political and economic infeasibility of
the Bantustan strategy the state was forced to change its
urbanisation policy: until the time of the Riekert Commission and
the implementation of ‘orderly urbanisation’” blacks were forced

to return to the bantustans if they could not find work.

In the context of earlier urbanisation policies, the state’s
attitude to urban informal activity was repressive. Changes in
the state’ s urbanisation policy reflect a recognition of the
rermanence of blacks resident in urban areas and of their need

for employment and income through urban informal economic
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activity. In this regard, Rogerson (1988: 137) notes that until
recently, the majority of informal operators faced repression in
the face of attempts by national and local authorities to “keep
the cities beautiful’. Since the mid-1980s, however, there has
been a shift in state policy on informal enterprise from

repression to tolerance (1988: 137).

Politically, one of the goals of this shift may be to encourage
African participation, as owners, in the free enterprise systemn.
A second and related goal, however, may be to achieve this effect
with minimal displacement of whites in the declining formal
sector. In this way the growth of the informal sector would
provide a main avenue for African economic advancement, thus
allowing managerial positions in the formal sector to continue to
be white-dominated, as at present. This shift should be seen in
the light of the contradictions arising from racial
discrimination and capital accumulation, specifically the

infeasibility of the Bantustan strategy.

In the later 1980s there has been a further shift in the state’s
attitude towards urban informal activity from mere tolerance to
encouragement. This is manifested in its privatisation and
deregulation policies. The former is aimed at promoting economic
growth, reducing inflation, providing entrepreneurial
opportunities, and promoting the small business sector. The
latter entails the relaxation of regulations governing economic

enterprises operating in the market. Among the aims of these
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policies is the promotion of the informal sector for the purposes

of absorbing some of the unemployed in black communities.

The relationship between the state and co-ops in the informal
sector is thus mainly indirect. There is no specific legislation
or fiscal policy to support cooperatives. Instead, related
changes in the state’'s policy towards urbanisation and economic
growth in the light of the economic and political crisis have
provided an increasingly more tolerant, rather than directly
facilitative, context for urban informal activity, including

cooperative activity.

With reference to the role of the state in co-ops in SA one needs
to explain the lack of direct state involvement in cooperative
development among the marginalised, mainly black, communities of

SA.

Firstly, the majority of cooperators and potential cooperators in
SA are from among the black working class and the unemployed. The
exclusion of blacks from political representation and the state’s
efforts to keep its responsibility for the welfare of the black
working class to the barest minimum, provides part of an
explanation for the state’s non-involvement in co-ops as forms of
material survival for the unemployed in particular. In addition,
in the context of the state s promotion of the free enterprise
system and its clearly articulated position that the private

sector, and not the state, is first and foremost responsible for
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the creation of employment, state support for co-ops would be

contradictory.

The state 's privatisation and deregulation policies and its
recent relaxation of restrictions on black trading rights has,
however, in an indirect way, created some space for the emergence
of cooperatives. In addition, its emphasis on the role of the
private sector in employment creation has encouraged some firms
to support and initiate cooperatives. Such support often falls

under firms  social responsibility programmes.

Furthermore, in other countries where the state does support
cooperative development, the state’'s ability to continue to rule
is generally based more on the consent of the majority of people
in the country concerned. Examples of state involvement in co-op
development can be found in Italy, Britain, Zimbabwe, and so
forth. In SA, on the contrary, although the government has to
respond to working class demands to some extent in order to keep
the wheels of capital accumulation turning, it does not as yet
depend on legitimacy in the population at large nor on their
electoral support. Hence the state’ s non-involvement in

cooperative development among the unemployed in SA.

In the light of new political developments in South Africa,
however, towards the inclusion of blacks in the political arena
through a negotiated settlement, the scenario of indirect and /or

non-existent state involvement sketched above is likely to
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change. In addition, in the light of an increasing recognition of
the importance of the informal sector, including co-ops, in
creating Jjobs for the unemployed, albeit in a very limited way,
state attitudes and policy towards the informal sector and co-ops
are likely to change. Rogerson (1988; 1991) suggests that in the
context of growing unemployment and ongoing debates about post-
apartheid economy and society, the informal sector has to assume
some priority on the future policy agenda. Furthermore, the
recognition of the importance of state supported co-ops by the
ANC, points tc some recognition of a role for cooperatives in the
future South African economy. In this sense there are rays of

hope for co-ops in the future.

Following recent developments in thinking about informal sector
policy, both locally and internationally (Rogerson: 1891; ILO:
1991), and considering the severe constraints faced by co-ops in
this country, a key task of a future state in SA in supporting
such enterprises would be to develop and implement a welfare
policy geared towards the provision of basic education, health,
housing and other infrastructural services. Without such
assistance the majority of cooperators will be left destitute.
For the few co-ops who show some growth potential, future state
assistance should be in the form of credit provision, technical
and managerial training and improved support networks. The
existence of (a) already established service organisations and,
more importantly, (b) the increasing involvement of trade unions

in co-ops and (c) the increasing local involvement of the
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Southern African Cooperative Support Network (SACNET) could
provide bases for the development of an institutional framework

for channelling state support to co-ops.

Furthermore, in the light of the beginnings of a post-Fordist era
and moves towards ‘flexible specialisation’, policy towards
enabling economic development in this direction would emphasise
programmes to encourage collective efficiency and innovation
amongst integrated small firms, and to elicit state support in
creating a favourable environment of such forms of production and
economic organisation (Rogerson, 1991: 21, 22). Considering the
scarcity of all kinds of resources among co-ops, the idea of
collective economic and entrepreneurial activity may be valuable

for such enterprises.

Rogerson (1991: 18) suggests that "flexible specialisation’ is a
special case of considerable relevance to developing policy
approaches for the local informal economy in the 1880s. His
optimism in this regard may be valid in terms of the need to
foster economies of cooperation between and amongst firms. With
reference to skill adaptability and diversity, innovativeness, a
higher degree of consent on the part of labour, and the need for
less authoritative management, however, this optimism is somewhat
shaky. The relevance of ‘flexible specialisation’ for the South
African informal sector should be considered against the latter’s

background as a skill-starved refuge for the unemployed and
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marginalised, many of whom have been systematically prevented

from developing technical and entrepreneurial skills.

I. Summary

The economic, political, and social crisis in SA during the 1970s
and 1980s forms the historical background to the re-emergence of
co-ops among the economically and politically marginaliéed
population. The formation of service organisations accompanied
the emergence of co-ops. These organisations have diverse origins
and hold a diverse range of perspectives on cooperative

development in SA.

Structural inequality and high levels of structural unemployment
are among the major factors contributing to the emergence of co-
ops. Organisations of the unemployed and the major trade union
federation in SA, COSATU, have indicated their support for the
establishment of co-ops as means of Jjob creation. In this regard,
the potential for small-scale enterprises to provide jobs has
been examined. With respect to conventional small enterprises,
formal and informal, some scholars have pointed to their
potential to stimulate economic growth and provide jobs. Others,
however, have highlighted the structural limitations to such
potential. These limitations have severe implications for
cooperative development in SA. Nevertheless, the increasing

recognition of advantages of small-scale enterprise, may signify

some hope for cooperative forms of enterprise.
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Co-ops in SA are embryonic and essentially still in formation.
Furthermore, other than established agricultural co-ops, there is
no formally established co-op movement in this country. The
productive activities of co-ops are concentrated in craft work
and sewing and involve mainly women producers. Co-ops generally
provide meagre and often irregular incomes, and involve only up
to eleven people on average, paying average monthly wages of
R144. Furthermore, most co-ops are dependent on external funding
often secured by service organisations. Hence there are few co-
ops which can be considered viable economic enterprises. Instead,
co-ops are essentially means of survival for the unemployed and

the destitute.

There are several practical constraints to the development of
economically viable and democratic cooperative enterprises. These
range from financial to skill and educational constraints. The
origins of most of these obstacles are embedded in the history

and structure of South African society.

Contrary to expectations in SA- that co-ops can both create Jjobs
and lead the process of transition to socialism in SA, the
evidence indicates that the potential for co-ops to fulfil these
roles is extremely limited. In the light of changing state policy
towards informal economic activity, and of increasing recognition

of the potential role, albeit limited, of the informal economy,

155



including cooperative production, in a future South Africa, there

is some hope for co-ops in the future.

Following this contextual chapter, we now move on to the
empirical work of the dissertation. The next three chapters on
co-ops 1in South Africa point to some of the practical
implications for co-ops of the context in which they operate.
These chapters indicate that the South African co-ops under study
face similar constraints to those identified by other local
researchers in the field. The first two case studies presented
are prime examples of cooperators in need of welfare assistance.
The third case study. by contrast, is an indication of small

beginnings in integrated economic enterprises and collective

efficiency.

Qur fourth case study is a co-op in Zimbabwe. The context of this

co-op is provided at the beginning of the relevant chapter.
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