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Part I 

Theory 

 

True happiness is in diminishing the excess of the desires over the faculties and putting power and will 

in perfect equality. 

     -Jean Jacques Rousseau, Emile 

During the 20th century, the United States reached the pinnacle of human material 

abundance. For the first time in human history, obesity indicated impoverishment instead 

of wealth. Income was no longer directly proportional to happiness; instead, after a certain 

level of income, greater wealth no longer affected one’s happiness.i CEOs of top companies 

went from making around 30 times the wage of the lowest-paid worker to more than 400 

times more.ii In the first decade of 21st century, the New York Stock Exchange and NASDAQ 

both set record highs. Yet, during the same decade, the income gap between the richest and 

poorest people in the US became the greatest on record.iii Meanwhile, almost half of 

American families spent more annually than they earned, on average carrying around 

$8,000 in debt.iv  Americans have apparently found that a mask of opulence is better than a 

sigh of determination. The cultural demand for costly lifestyles has overridden the 

imperative to spend within one’s means. The consumer paradise, it appears, is behind us. 

But what lie ahead? 

During this period of growth, expansion, and imagined wealth, there simultaneously 

emerged a push towards localism. The trend of environmentalism has caught on in the 

public and private spheres, partially in response to climate change and also because of the 

recent politicization of food. Concerns over pesticides and antibiotics in the food supply, 
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the energy-inefficient global transportation of food products, the unknown side effects of 

genetic modification, etc. have led to a rising tide of organic and locally-grown food 

industries. According to Bill McKibben, “Farmers’ markets are the fastest-growing part of 

our food economy. They’ve doubled in number and in sales and then doubled again in the 

last decade.”v Indeed, the impetus towards localized consumption suggests a level of 

purposefulness on behalf of consumers; a large portion of them are making deliberate 

economic decisions, for any number of reasons, that ultimately have a broad impact on 

local economies.  

The localist movement is symptomatic of what Richard C. Williams refers to as 

“globalization from below,” a term used to describe “a diverse set of movements, 

organizations and groups that are attempting to reconfigure the economy in socially just 

terms while connecting with one another across regional and national boundaries.”vi The 

growth of the “third sector” by way of legislation and grassroots organization has been a 

main factor in the development of this concept, offering an alternative to the dichotomous 

traditional views of the state and private sector. One manifestation of “globalization from 

below” has been the rise of a new generation of worker- or member-owned businesses 

called cooperatives. According to George Cheney, author of a number of books and essays 

on cooperatives, “Many of these organizations consciously pursue ‘A Third Way’ between 

rigidly centralized socialism and unruly and often inhumane capitalism.”vii The cooperative 

movement, though difficult to boil down to a strict singular concept, categorically aims to 

recreate commercial enterprise in a way that is truly (and, perhaps, “newly”) democratic. 

The thrust of this paper will be to outline a theoretical background for the emergence and 

necessity of cooperatives in recent history; to describe the findings of my research on the 
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topic; and to detail the realities of cooperative development as it has unfolded in 

Milwaukee, WI in the past decade. 

*    *    * 

To describe the beginning of cooperatives, many scholarsviii refer to a timeless 

inclination among humans to cooperate with one another in order to accomplish mutual 

goals. This, indeed, is the foundation of the family, village, and nation-state as described by 

Aristotle. But to say that humans necessarily cooperate neglects the contextually 

dependent emergence of modern cooperatives.  

The modern cooperative is defined as “an autonomous association of persons united 

voluntarily to meet their common economic, social, and cultural needs and aspirations 

through a jointly-owned and democratically-controlled enterprise.”ix Modern cooperatives, 

which formed as a specific business model separate from the “standard model” of capitalist 

enterprises, first began in Western Europe in the 1700s. In the US, cooperatives emerged in 

the 1800s. As one scholar contends, cooperatives “do not stand on their own but are 

reflections of and reactions to broad social processes.”x Perhaps the very reason 

cooperatives appeared anywhere was in response to specific economic changes like the 

vast urbanization of the 1800s or, more recently, the volatile processes of globalization. In 

both, certain groups have had difficulty adjusting to the broad economic changes with 

which they are expected to cope, and cooperativism offers immediate solutions to 

otherwise insurmountable problems. The agricultural cooperatives of the late 19th and 

early 20th centuries, for instance, afforded farmers the opportunity to create their own 

economies of scale that they used to compete with ever-expanding agribusinesses. The 

pooling of products among a large group of farmers and the consolidated marketing 
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abilities allowed by such pooling helped prolong the survival of many small farms and even 

helped birth the large political movement known as the Grange in the Midwest in the 

1860s.xi Federal support of farmers’ rights to form cooperatives allowed them to prosper 

even during the depression, and it was not until the rise of postindustrialism that the 

multitude of agricultural cooperatives faced truly damaging economic challenges (usually 

in the form of “continued mergers in declining or depopulated rural areas”xii). Even then, a 

number of agricultural cooperatives survived, perhaps most prominently in the dairy 

industry (Land O’ Lakes, Golden Guernsey). In the wake of postindustrial society, a new 

crop of cooperatives formed and sometimes flourished. Often in the form of grocery stores 

or other consumer-oriented enterprises, these cooperatives represent a new response to 

the homogeneity of chain stores and big-box supercenters that allow the consumer-

member-owners to exercise enfranchisement in their economic behavior.  

In order to meaningfully discuss the history, structures, merits and faults of 

cooperatives, we must begin with a discussion of the contemporary framework underlying 

the cooperative impulse. Here I advance a set of premises that reflect my and many of my 

peers’ experience of contemporary American society. They also reflect a broader 

theoretical understanding of the fact that society adopts a narrative and puts it into 

practice, for better or worse. The story that frames contemporary American life is a narrow 

one, but it is difficult to define precisely. Often, Thomas Hobbes’ notion of a human 

existence that is “nasty, brutish and short” is invoked to legitimize the story. There is also a 

thick layer of American sentimentality, steeped in traditions both fictive and genuine that 

color the nature of our economic, social, and political discourses. The contemporary 

cooperative movement, as I will later discuss, reacts predominantly to the late-capitalism 



5 

of contemporary America. The cooperative movement relies on this context as a referent 

that frames the ends and means it intends to pursue.  

What is abundance? In the introduction I described a nation that had reached the 

pinnacle of human material abundance, but that was still suffering from stifling 

inequalities. Indeed, there is a preponderance of food, money, shelter, and other resources 

and amenities in the United States; however, there is also a profound scarcity among the 

urban and rural extreme poor. There exists a pervasive cultural psychology that supports 

the distributive aspects of material abundance that we observe and term ‘inequality.’ This 

cultural psychology is part of the story of American society: all men are created equal, and 

one must be intrepid and adaptive in a competitive workforce and market in order to 

succeed. The free-market supposedly ensures a level playing field for entrepreneurs and 

workers. The self-made man who rises from the rank-and-file to become the CEO is the 

paragon of the American success story. The “American Dream” itself employs a narrative 

that acknowledges class divisions, but offers opportunities for social mobility as a reward 

to those who dutifully put their talents and skills to good use. 

And yet, in spite of all this opportunity and abundance, there is a profound feeling of 

disconnectedness in the US. Marriages fail at a rate higher than 50%, an unprecedented 

commentary on the breakdown of the closest filial ties. At the same time, 40 million 

Americans use online dating sites, suggesting that among users of these sites, most feel that 

potential lovers are in short supply.xiii But for hundreds or perhaps thousands of years, men 

and women have had no trouble at all finding partners without the Internet and its 

consequent message of social scarcity. Though statistically the dating pool is deep, 

something makes us feel like it is a mere puddle. Meanwhile, the youth of this country are 
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inculcated with mixed messages that simultaneously define and destroy their identities, 

emphasizing first and foremost their roles in consumer culture. A Smart Girl’s Guide To 

Money, published by the American Girl doll company, has an opening paragraph that 

equivocates money with freedom, independence and happiness. It also provides tips about 

how to have fun at the mall and admonishing descriptions of the way stores are set up to 

make customers want to buy more things than they need. The explicit message of the book 

is ultimately that an American Girl should figure out what she wants and needs and avoid 

falling for the marketing ploys that seek to coerce her into buying useless junk. All this from 

a company that sells brushes for your doll’s horse’s tail. Rather than disingenuous how-to-

shop guides, A Smart Girl’s Guide to Money might point out that young girls’ identities are 

the most expensive thing they will ever buy and those normative identity products are all 

most companies really want to sell them. The rates of bulimia and anorexia increase as 

unrealistic portrayals of women drown out the already rare voices of positive female 

leaders in the community. 

So from a young age this pedagogy of consumerism dictates that spending is fun, 

that planned obsolescence is normal and acceptable, and that happiness has a price. But 

those cultural ends that compel us to employ a materialistic means ultimately leave us 

feeling endlessly impoverished. In the words of Adam Smith, “How many people ruin 

themselves by laying out money on trinkets of frivolous utility? What pleases these lovers 

of toys is not so much the utility, as the aptness of the machines which are fitted to promote 

it.”xiv The machine promoting toys is extraordinarily apt. How many people ruin themselves 

remains to be seen. But the point is that the material abundance the US enjoys is put to 

work only to create paradoxical feelings of scarcity. And this persistent feeling of not 
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having enough, instead wanting more and more, is symptom of a deeper failure to self-

restrain and to reevaluate the ends of our society and the means of achieving those ends. 

Bill McKibben astutely notes that whereas in the past “more” almost always meant, 

“better,” for many of us today “more” perhaps means “not enough,” or even, “worse.”xv 

The psychology of abundance, the distributive aspects of American material 

abundance, and the cultural norms of what constitutes abundance have a direct influence 

on Americans’ freedom, both economically and politically. Herbert Marcuse contends that 

“the realm of freedom is envisioned as lying beyond the realm of necessity: freedom is not 

within but outside the “struggle for existence.”xvi Further, he writes that “non-repressive 

order becomes possible only at the highest maturity of civilization, when all basic needs 

can be satisfied with a minimum expenditure of physical and mental energy in a minimum 

of time.”xvii We have observed the latter description in recent history. However, the order 

American culture continues to employ is the repressive order that is supposed to precede 

the abundance the US has achieved. The system of repressive order and society-building 

labor, instead of efficiently and necessarily moving toward the goal of abundance (as it 

once did), now echoes itself, pursuing an ambiguous goal that will always insist we need 

“more.” If the system were to somehow acknowledge that the goal of abundance for all had 

been achieved, the system would have to change. Instead, it multiplies the availability of 

useless consumer goods and creates artificial needs, promoted, as in Smith’s “machine,” by 

the very producers of these goods. Marcuse continues, “Non-repressive order is essentially 

an order of abundance: the necessary constraint is brought by “superfluity” rather than 

need.xviii The fundamental failure of late-capitalism is to practice self-restraint: to say “no” 

when asked, “do you want more?” 
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Deeply ingrained into the psychology of the American economy is the notion that 

the right to consume is apportioned by income through labor. But having reached the 

technological and physical means to produce abundance, “The continuance of the income-

through-jobs link as the only major mechanism for distributing effective demand – for 

granting the right to consume – now acts as the main brake on the almost unlimited 

capacity of a cybernated productive system.”xix Were Americans to refocus the ends of 

public policy towards “a materially secure, renewably creative and self-actualizing society,” 

the enduring cyclical crises of recession, waste and labor inequality could be largely done 

away with.xx Indeed, “what is required by a market orientation under post-industrial 

conditions is an economy perversely at odds with its own evident potential.”xxi  However, to 

suggest that reducing the workweek in favor of a more robustly self-actualizing society is 

immediately deemed an affront to the internalized American value of work ethic. But it is 

precisely the success of this work ethic that allows us now to consider in what ways we can 

fully develop our democracy and our economy toward universal self-betterment. The 

distributive questions of the post-industrial age are answered in terms of maximizing 

individual consumptive capabilities rather than maximizing individual fulfillment or 

community health. This ill-directed contemporary narrative is further perpetuated by a 

deeply short-sighted political discourse and an ideationally crippled Left. The loudest 

voices are those of the entrenched economic system, who, “By blaming workers for 

declining productivity, while goading them into indebtedness with increasing consumer 

credit…shift attention from collective issues of distribution to personal strategies for 

consumption and solvency.”xxii The present policy is one that fails to make effective use of 

the vast possibilities of our technological and productive infrastructure, instead favoring an 



9 

out-dated economic philosophy that keeps the American people locked into a pattern of 

needlessly high employment and inadequate distribution briefly interrupted during times 

of crisis. 

There has, however, arisen a de facto response to the pervasively illogical system 

described above.  The third sector, one of non-profit organizations with largely social 

missions, often seeks to mitigate between the human rights issues that are consequent in 

post-industrial capitalism. It has grown alongside the State and the Private sector, and the 

study of the third sector has ballooned as third-sector organizations proliferated. 

According to Jon Van Til, Professor of Urban studies and community planning at Rutgers 

University, “In 1940 it was possible to identify no more than 12,500 charitable tax-exempt 

organizations. By 1989 the number had reached one million, and current estimate put the 

number closer to 1.5 million.”xxiii  The nonprofit sector has become a major economic force, 

globally. Von Til notes professor Lester Salamon’s report that the non-profit sector in 

twenty-two countries “amounts to a ‘$1.1 trillion industry,’ equivalent in size to the 

‘world’s eighth largest economy.’”xxiv There is certainly a rise in the third sector, but, having 

risen in tandem with the largesse of the private sector, it ultimately serves as an inadequate 

fix for social ills. The kind of large scale social change necessary to create persistent and 

distributed abundance would obviate the third sector as it stands. Still, the movement of 

corporations toward philanthropy and social justice is a step in the right direction. But 

what would really indicate a successful social change would be a psychology wherein “a 

less consumption oriented definition of affluence in terms of free time, services, productive 

leisure activities and so forth” proliferated.xxv Until that transformation occurs, the most 
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sensible, fair, and efficient means of distribution must be carefully deliberated at the policy 

level and, more importantly, at the grassroots level. 

The question of who is responsible for the distribution of abundance has been the 

subject for debate for hundreds of years. The Cold War was, among other things, a recent 

manifestation of two opposing answers to that question: to the West, capitalism was the 

answer. The free market would distribute its spoils fairly, if not evenly. To the Soviet Union, 

state-socialism or communism was the answer, wherein the state was responsible not only 

for overseeing the means of production, but was also responsible for making the millions of 

consumer decisions that guide the laws of supply and demand. Obviously the communist 

experiment ultimately failed, and the study of how and why that occurred is the subject of 

many scholars’ work. But following the decline of the USSR, the West, and specifically the 

United States, had a unipolar global influence, and it spread capitalism virtually 

everywhere. There is little debate about the totality of capitalism’s reach. There are 

socialistic and neo-structuralist nations in Latin America that have formed the Murcosur 

bloc and democratic socialism thrives in Europe and elsewhere. Even China, the politically 

communist nation, has a capitalist economic system. The work of spreading the gospel of 

capitalism has fallen largely on US-backed institutions like the World Bank and the 

International Monetary Fund, both of which advocate economic growth in developing 

nations and among the world’s extreme poor. However, their prescriptions for sweeping 

privatization in times of crisis for these countries has been well-documented as a form of 

global usury to benefit the rich world at the expense of the poor. The policy 

recommendations for first-world countries are the opposite of the policy recommendations 

for third-world countries. Yet, in a paper published by the IMF, the authors state clearly, 
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The United States experienced two major economic crises over the past century—the Great 

Depression starting in 1929 and the Great Recession starting in 2007. Both were preceded by a sharp 

increase in income and wealth inequality, and by a similarly sharp increase in debt-to-income ratios 

among lower- and middle-income households. When those debt-to-income ratios started to be 

perceived as unsustainable, it became a trigger for the crisis. xxvi 

Stability and equality go hand in hand, but the present and historical thrust of capitalism 

has never been known to produce meaningful equality. 

Due to the recent attention to global warming, peak oil, and resource depletion 

some see capitalism’s decline on the horizon. At least as we know it today, capitalism’s 

inefficiencies in global transportation and resource consumption, its failure to 

accommodate the social and environmental costs of unhindered growth, and the 

aforementioned failure to negotiate a system with high levels of work but paradoxically 

inadequate distribution and frequent insecurity, spell disaster for the gargantuan model. 

And at this moment in history there are countless figures (environmentalists, authors, 

artists, scholars, politicians, scientists) describing hypothetical solutions to the looming 

collapse. Inherent within those solutions are answers to the question of who is responsible 

for the distribution of abundance.  

One solution lies in the global movement termed “globalization from below,” which 

pertains to a rising global trend toward micro-finance and cooperativism to eliminate 

poverty. Proponents of this movement also usually advocate localism and environmental 

sustainability wherever possible. Within the cooperative movement, the answer to who 

distributes abundance is somewhere in between the gross bureaucratic inefficiencies of 

soviet-style socialism and the ruthless, often inhumane laissez-faire capitalism.xxvii 

Cooperative businesses, being worker- and member-owned, have an inherent incentive to 
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distribute revenue at high percentages among the workforce. This supplants the need 

among workers for social spending by the state. Usually, cooperatives have community-

specific goals and practices as well, be it charitable donations, promoting education, or 

environmental sustainability. Meanwhile, in order to remain solvent, cooperative 

businesses must be competitive and innovative in their execution.  

At the heart of this model is a new way of thinking about distributive means and 

ends in terms of abundance. Cooperatives foster a culture and a psychology of community 

wherein the means of distribution are determined by a specific community’s ability to be 

self-sufficient in solving the problems of distribution. The ends and means of this model are 

cyclical: community development is the means and economic enfranchisement is the major 

end. But economic enfranchisement is also the means to sustain a healthy community, 

which encourages economic enfranchisement, and so on. Quality education, employment 

and participation are key to cooperatives, and may also be considered a response to the 

present policy’s failures in those areas.  

The next two sections will report findings from my study of cooperatives, and will 

describe the ways some cooperatives adhere to or defer from their ostensible goals. 
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Part II 

Findings 

 

“The ancient Greeks had absolutely no doubt as to the possibility of democracy, yet they questioned 
its ultimate worth because of their ongoing reflection about multiple options in political organization. By 
contrast, “we” have no doubt whatsoever of the ultimate worth of democracy, yet we remain unsure of its 
practical possibility. In other words, we are unshaken in holding out a certain vision of democracy as a point 
of orientation, but we are less sure of how to get there. It is time to realize democracy in that sphere of our 
lives we call the economy.” 

 
               -George Cheney in his introduction to Richard C. Williams’ The Cooperative Movement 

 
  

There are thousands of cooperatives across the globe. They range in size and scope 

from tiny art collectives and bookstores to huge competitive agribusinesses; from small 

groups of six or seven craftswomen in Bangladesh to gigantic out-door equipment retailers 

whose membership range in the hundred thousands. A comparative study of cooperatives 

that truly expressed the diversity of cooperative enterprises would require years of 

research and extensive travel. But for the scope of this project, I have focused on a number 

of cooperative analyses from around the world, with special attention to one of the most 

successful cooperatives, the multi-national Mondragón  Cooperative Corporation. I have 

done this because the particular application of my research closely involves the goals and 

structures of a small network of cooperatives in Milwaukee, which I will discuss in more 

depth in part III. My research has been particularly interested in elucidating the advantages 

and disadvantages of cooperative structures and patterns of behavior in order to apply the 

findings to new cooperatives in Milwaukee. 
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The Cooperative Model 

 Cooperatives are defined by the International Cooperative Alliance as  “an 

autonomous association of persons united voluntarily to meet their common economic, 

social, and cultural needs and aspirations through a jointly-owned and democratically-

controlled enterprise.”i People choose to cooperate for any number of economic, social or 

political reasons, but the underlying premise of cooperation is to exert democratic control 

over an enterprise.  Usually consumers form cooperatives to gain access to products they 

want but cannot find elsewhere at affordable prices. Workers form cooperatives “in the 

hopes of increasing their wages and fringe benefits, improving their general working 

conditions, and ensuring job security.”ii 

 Cooperatives are surprisingly common. According to the National Cooperative 

Business Association, there are nearly than 30,000 cooperatives in the United States 

alone.iii The University of Wisconsin-Madison’s Wisconsin Center for Cooperatives places 

that number at 48,000.iv Their reach extends far beyond the traditional American 

agriculture cooperatives into almost every sector imaginable, from the financial and service 

sectors to professional sports teams. Members of cooperatives in America number around 

120 million, almost 40% of the population.v Their economic impact is enormous, as they 

“account for more than $3 trillion in assets, over $500 billion total revenue, $25 billion in 

wages and benefits, and nearly one million jobs.”vi Cooperatives are also apparently more 

likely to succeed than standard model businesses. Richard C. Williams writes, “National 

records show that 60-80 percent of corporations in the US fail after their first year in 

business, and cooperatives fail only at the rate of about 10 percent after their first 
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year…more than 90 percent of cooperatives are still operating while only 3-5 percent of 

standard corporations remain active after five years.”vii  

Cooperatives are not contrary to the goals of capitalism, but, as discussed in part I, a 

philosophically and structurally alternative model. Despite their aforementioned 

prevalence in the United States, the everyday consumer may have difficulty discerning 

them from normal companies.viii The most basic difference between cooperatives and 

standard model enterprises are their orientation: cooperatives “focus on generating 

benefits (which may or may not be profits) to members, while other corporations focus on 

creating returns for their investors.”ix Beyond that, the day to day workings of the two 

business types may be nearly identical.  

There are a number of problems inherent to the foundation of cooperatives that are 

worth discussion. The first major problem is in raising starting capital. Since there is no 

primary entrepreneurial investor, as there is in a standard model business, co-op founders 

face a collective action dilemma in gathering starting funds.x There are a number of 

cooperative lenders in the United States, like Northcountry in Minneapolis, Minnesota; but, 

as John Pencavel writes, “many banks view the co-op as an unfamiliar organization,…and 

fear that the co-op’s worker-owners will give priority in allocating their returns to paying 

themselves dividends instead of repaying loans.”xi For that reason, most normal banks are 

reluctant to lend to a group of cooperators. Thus, cooperatives rely on their potential 

membership to achieve the funding necessary to open their new business. This creates 

problems because while an individual may be highly supportive of the cooperative’s cause, 

mission, service, or product, they are much more likely to contribute their own money after 

the cooperative has opened and is therefore a lower-risk investment. Joan Fulton describes 
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this in terms of the “prisoners’ dilemma” because all members ostensibly have something 

to gain from the service or product the cooperative will supply, yet membership is 

voluntary and the co-op is a “public good,” meaning “use by any one individual does not 

preclude any other individual from using the good or service.”xii So, when asked to become 

a member of the co-op to help cover starting costs, it is easy for an individual to opt out, 

instead waiting for the enterprise to officially open for business. On the other hand, without 

this crucial early-member funding, the cooperative is scarcely able to open at all. This is the 

main reason cooperatives fail before they even open their doors, and is also a reason for 

their 90 percent success rate in the first 5 years: co-ops with strong early-membership 

bases often have the support of the community and loyal clientele that keeps them in 

business for a prolonged period of time. Co-ops without this fundamental asset do not open 

for business at all. 

The second major obstacle to opening a cooperative is slightly more difficult to 

describe in precise terms, but it has to do with the expertise of the founders. Brett Fairbairn 

describes, “A growing awareness of change and of the need to approach [cooperatives] 

with professional competence was characteristic of the postwar era.”xiii Meanwhile, “as 

cooperative systems consolidated and became more formalized, and as new co-ops 

emerged, the fields of cooperative education and development became more formal…Co-

ops stressed competence of directors, management, and staff, and built systematic training 

programs for these groups.”xiv In other words, especially in the postindustrial period, it is 

imperative for cooperative managers and board members to have business acumen and 

expertise. This expertise must be present in at least two areas: the first is cooperation. 

Cooperatives fall apart quickly if decision-making processes are dominated by one or two 
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voices, and also if they are beleaguered by a group’s unfamiliarity with consensus decision-

making.xv The second area where expertise is important is business. For a cooperative to 

succeed, like any other business, it has to have influential guidance from people familiar 

with the sector, the product, the best practices, and the latest technology. Likewise, the 

cooperative will fail if inexperienced or unknowledgeable members take up responsibilities 

for which they are unprepared.xvi Technology and innovation are just as important to the 

cooperative model as they are to the standard model, and education and business savvy are 

essential to the implementation of both.  

 Once a cooperatives can overcome the dual challenges of raising starting capital and 

using that starting capital with expertise, cooperation has some distinct advantages. One 

classic criticism of cooperatives is that they are inefficient or unproductive. However, “A 

study of 40 large cooperative plywood firms in the Northwest by economist John Pencavel 

reports that worker-owned industries are 6-14 percent more productive than their 

commercial counterparts.”xvii Furthermore, “more conservative economists like David I. 

Levine and Laura D’Andrea Tyson, economic advisers to President Clinton, in a study of 

worker-owned companies (Levine and Tyson, 1990), report a direct positive correlation 

between degree of worker ownership and productivity of the workers. The higher the level 

of worker ownership is, the more productive the workers are.”xviii And further, when 

compared with competitive models, cooperation is simply more effective: comprehensive 

research and experimentation “generally indicates that cooperation will produce a higher 

level of productivity and achievement than will either competition or individual effort.”xix 

In the past century, more than 1,000 studies compared cooperation with competition. A 

pair of researchers named Johnson and Johnson conducted a meta-analytical study, 
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“selecting those with a reasonably high quality methodology [and] produced 512 studies 

with sufficient reliability and validity to compare their results meaningfully.”xx Their 

findings, as summarized by Richard C. Williams, deserve particular attention: 

“Comparing z-scores for productivity/achievement, quality of reasoning, process gain/loss, and 
transfer of learning from group to individual across these 512 studies, demonstrated the clear value 
of cooperation in generating high levels of productivity and achievement, across a wide range of 
fields…These studies also show that competition is not as effective as cooperation in generating 
motivation or incentive. The results did not vary with the type of task, the ability levels of the 
subjects, or the inclusion of some low quality studies. Mixtures of cooperative, competitive, and 
individualistic conditions could not be shown to surpass pure cooperation.” 
 

A considerable number of observers have noted the merits of cooperation in the face of 

competition. The old capitalist mantra that pervades American culture and says that 

competition is the only way to spur innovation is thus under scrutiny. Competition may not 

be the only way, and it may not be the best way. In response, of course, it might be argued 

that the competitive market model would incorporate whatever the most efficient 

economic structure may be, regardless of whether it was competitive or cooperative, 

because the free market’s goals are profit maximization, ostensibly through productivity 

and efficiency. As John Pencavel argues, “This is a powerful argument because it maintains 

that, in effect, the loss in output and consumption that would result from permitting 

workers a voice in shaping their environment is too high a price to pay and that society has 

accepted the undemocratic nature of most business enterprises because the conventional 

system delivers the goods.”xxi This argument makes the faulty assumption that the market 

always produces the best outcome when, in fact, we see numerous failings in the market 

model as it operates in practice. These include volatility, short-term thinking, and negative 

consequences in terms of environmental sustainability and equity. As discussed in the 

previous section, a deep psychology pervades that privileges the standard model over an 

innovative, more labor-friendly and humanistic paradigm.  
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 The structure of successful cooperatives has some distinct similarities and 

differences from the structure of normal standard model enterprises. Cooperatives by law 

incorporate as corporations, so a cooperative “has perpetual life [and] limited liability of 

investors.”xxii There is a board of directors, elected by the member-owners or worker-

owners, and accountable to that voting base. The board of directors is responsible for the 

continuing viability of the enterprise, as well as serving the interests of the members. The 

hierarchy of accountability is the inverse of the standard model: at the top are members 

(consumers or employees), below them is the board of directors, and below that is the CEO, 

if one is needed.xxiii Because members are not likely to have the requisite expertise to create 

a successful cooperative, it is imperative that they elect an effective Board. The Board of 

Directors also hires employees and managers, often two very separate categories. In a 

number of cases the board of directors hires the management but the management does 

not have an ownership stake in the company.xxiv In a worker-owned cooperative, this 

creates a strange paradox in which management is hired by employees (who are the 

owners) to oversee the owners (who are the employees). In sum, Cooperatives are similar 

to normal corporations in that they have a board of directors and officers who are 

accountable to investors. They are different structurally, inverting the standard model, and 

broadening the meaning of “investor” to encompass the entire membership, all of which 

has the same stake in the company (one share, one vote). 

Despite the technically corporate incorporation of a cooperative, “it has certain 

structural characteristics and a guiding body of principles that set it apart from other 

corporations.”xxv The Rochdale Principles, set down by the Rochdale Society of Equitable 

Pioneers, a mid-1800s consumer cooperative in England largely credited with the 
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foundation of enduring models and principles for international cooperatives today, are 

embraced as the guiding body of principles for most cooperatives in the US and abroad.xxvi 

The seven principles were adopted in 1995 by the International Cooperative Alliance, and 

are presented here (adapted from the ICA’s website)xxvii: 

1. Voluntary and open membership - Cooperatives are voluntary organizations, 

open to all persons able to use their services and willing to accept the 

responsibilities of membership, without gender, social, racial, political or 

religious discrimination. 

2. Democratic member control - Cooperatives are democratic organizations 

controlled by their members, who actively participate in setting their policies 

and making decisions. Elected representatives are accountable to the 

membership. Cooperative members have equal voting rights (one member, one 

vote). 

3. Member economic participation - Members contribute equitably to, and 

democratically control, the capital of their cooperative. At least part of that 

capital is usually the common property of the cooperative. Members usually 

receive limited compensation, if any, on capital subscribed as a condition of 

membership. 

4. Autonomy and independence - Cooperatives are autonomous, self-help 

organizations controlled by their members. If they enter to agreements with 

other organizations, including governments, or raise capital from external 

sources, they do so on terms that ensure democratic control by their members 

and maintain their cooperative autonomy. 
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5. Education, training and information - Cooperatives provide education and 

training for their members, elected representatives, managers, and employees so 

they can contribute effectively to the development of their cooperatives. They 

inform the general public - particularly young people and opinion leaders - about 

the nature and benefits of cooperation. 

6. Cooperation among cooperatives - Cooperatives serve their members most 

effectively and strengthen the cooperative movement by working together 

through local, national, regional and international structures. 

7. Concern for community - Cooperatives work for the sustainable development of 

their communities through policies approved by their members. 

Clearly, based on the foundational principles of cooperatives, they serve an end 

separate from the traditional corporation’s profit-centric goals.  The economic enormity of 

cooperative businesses in the US, coupled with the substantial numbers of their 

membership, suggests that cooperation has a firm presence here in the US. Its efficiency 

and productivity, when compared to competition or individual work is profound. Still, 

capitalization and other problems can create obstacles for the further proliferation of the 

model. The next section will discuss the Mondragón  Cooperative Corporation as a model 

for the growth and expansion of cooperatives in a specific geographical region, and the 

advantages and disadvantages of following this model. 

 

Mondragón  

 Mondragón  Cooperative Corporation was officially founded in the Basque region in 

Spain in 1956 by a group of five young engineers following the teachings of a priest named 
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Fr José María Arizmendiarrietta (Arizmendi, going forward). The first business was a 

worker-owned kerosene heater company. But even before the official founding, a series of 

conditions made Mondragón  possible. The first condition was the unitary ethnicity of the 

Basques. According to Greg MacLeodxxviii, the Basque people have a social tradition of a 

strong work ethic and solidarity that has resisted the “disintegrating forces that have 

broken down other ancient European cultures”, and “was massively in favor of the Republic 

in opposition to Franco’s dictatorship.” Franco’s dictatorship was a second condition that 

enabled the Mondragón  cooperatives to begin: only in response to the repression of the 

Franco regime did the Basques in Mondragón  react. As it occurred to Arizmendi, the 

“primary social problem affecting the youth of Mondragón … was a severe rate of 

unemployment.”xxix In response, Arizmendi and some local engineers started a school of 

technology to help locals access jobs at the Mondragón  Steel Works steel mill. The school 

was founded on “the best principles of cooperation and democratic participation.”xxx  

Not long thereafter, that same steel mill shut down, and in order to retain the jobs 

that fueled the local economy, the workers of the mill purchased it and began to run it on 

their own, cooperatively. From that point, the community had a school and a major 

employer, both of which were cooperatively run. Before long, however, the steel mill ran 

into financial trouble because of the interest accrued on their loan, and Arizmendi acquired 

a charter for a cooperative bank, which he later hailed as the lynchpin of the cooperatives’ 

success and expansion.xxxi Richard C. Williams writes, “These first three stages of 

development were crucial: first the capacitation of workers through a technical training 

cooperative (Mondragón  School of Technology), then the start of a cooperative steel 

manufacturing company manufacturing paraffin based stoves, and third, the establishment 
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of a cooperative institution of financial credit.”xxxii By creating a funding arm specifically 

oriented to the Mondragón  community and enterprises, the cooperators could expand into 

a network of worker-owned, mutually reliant businesses. During tough economic times, the 

Cooperative bank, known as the Caja Laboral Popular, offered flexible recovery plans and 

lower interest rates.  

The Caja also set rules and formulas for distribution of finances within the 

cooperatives. For instance, all the “pension funds, workers’ share capital, social security 

funds and other benefits reside in the Caja.”xxxiii Client cooperatives are effectively 

prohibited from banking elsewhere. A critic may say this model is stifling to businesses 

unhappy with the Caja, but the Caja contractually obliges client co-ops to distribute 

surpluses or losses according to a formula that stipulates, “at least 20% of surplus to be 

retained by the enterprise for reserves, at least 10% to a social fund and the remainder to 

be distributed to worker members.”xxxiv Client cooperatives also submit periodic budgets to 

the Caja and are audited by the Caja every four years. The Caja is not just a lending 

institution, but centrally takes care of problems of capital for both worker-owners and the 

businesses on the whole. By honing a structure that systematizes worker benefits as a 

function of gains (not operating costs), the workers are in a much more stable position in 

terms of employment and benefits.  

And this process is not uncommon. According to John Pencavel, “As the prototypical 

model, [Benjamin] Ward proposes that a co-op select its inputs to maximize net revenues 

per worker-owner where payments to worker-owners are not considered in the 

computation of costs;” Pencavel labels this “the income maximization hypothesis.”xxxvThis 

reveals a stark difference between the cooperative model in general and the standard 
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capitalist model. Whereas the capitalist model effectively simplifies labor to an input with a 

specific cost to be reduced as much as possible in order to maximize profits for investors, 

the cooperative model factors the cost of labor as one of the ends served by profit 

maximization. Indeed, “worker-owned plywood companies have in practice been far more 

concerned with the maximum wage objective than with profit maximization.”xxxvi Worker-

owners think and behave as workers primarily, and owners secondarily. Though there are 

some very important potential problems with this behavior, which will be discussed later, 

the implications for a methodological shift in the way businesses view labor is imperative 

to the social change cooperatives seek to manifest. Arizmendi fully understood this. 

 Arizmendi had a number of principles on which the Mondragón  cooperatives were 

founded and to which they adhere today. One was that the group should avoid dogma, 

instead pursuing adaptability and pragmatism. Some scholars like to point to this principle 

as evidence for Mondragón ’s apolitical universalism.xxxvii Rather than rely on tired rhetoric 

of Marxism or capitalism, the Mondragón  framework is flexible and follows whatever 

method works within its socially oriented standards.  

Technological innovation was the second of Arizmendi’s principles. His philosophy 

was that in order to be successful, especially in the post-war era, businesses had to adopt 

the most state-of-the-art technological practices and constantly strive to innovate. At the 

core of this belief, as well, is a general trust in the power of pragmatism and science.  

The third principle for the Mondragón  cooperatives was solidarity. Because 

traditional co-ops can be “isolationist and marginal in the main economy,” Arizmendi 

thought each new business should be systematically linked to others through “interlinked 

boards and joint agreements.”xxxviii Indeed, the Mondragón  model orients member 
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cooperatives in relation to a “four-leg inter-cooperative structure” in which the “four legs” 

are education, social support, financial interdependence, and research and 

development.xxxix Beyond that, there are three categories of co-op, “Industrial Sector,” 

“Financial Sector,” and “Distribution Sector.”xl The 256 (and counting) cooperatives that 

make up the Mondragón  Cooperative Corporation are represented by the General 

Assembly, which “consists of 650 worker members meeting annually to determine policy 

and to renew the work of the various councils and commissions.”xli  

 Like other cooperatives, Mondragón  operates on a set of specific cooperative 

principles (distinct from Arizmendi’s). Mondragón  has ten, which are largely reminiscent 

of the Rochdale Principles outlined above. Some of the amendments to the Rochdale 

principles include, “pay solidarity,” meaning the “total pay differential between lowest and 

highest paid member shall not exceed a factor of 1 to 6” (this rule has been loosened to 

attract top professionals to the company).xlii This principle also stipulates that “wages 

should be comparable to conventional firms,” and that Mondragón  should strive to 

“expand to create jobs for those who don’t have jobs,” a stark reminder of its social 

mission.xliii The pay ratio principle is interesting because it informs an innovative pay-scale 

measurement that incorporates education, seniority, supervisory responsibility, 

performance evaluations and more.xliv It ascribes, for example, an unskilled worker with 

the number of 1.0, where she would make $15,000/yr. If she then received a diploma, she 

might increase to 1.1, and if she gained more responsibilities among her work team, she 

might increase another .3 to 1.4. Now her annual salary would be $21,000/yr, a ratio of 

1.4:1. A highly skilled engineer in an industrial cooperative might start as a 3.0, making 

$45,000/yr and gaining more points for similar additional responsibilities and seniority. 
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Compared to 2005, when “an average Chief Executive Officer (CEO) was paid 821 times as 

much as a minimum wage earner, who earn[ed] just $5.15 per hour,” this method of 

determining payment is far more socially conscious.xlv It speaks to the accountability of the 

Mondragón  cooperative to its worker-owners, evincing a level of transparency that does 

not often happen in standard model corporations. The gross disparity of wages between 

the highest and lowest worker in the average corporation is as degrading as it is 

undemocratic. To put this into perspective, “An average CEO earns more before lunchtime 

on the very first day of work in the year than a minimum wage worker earns all year.”xlvi It 

is hard to imagine a society in which such a huge gulf of income wouldn’t create deep social 

problems. 

Because of Mondragón ’s size (more than 70,000 worker members), it is forced to 

account for workers’ needs through structural systems. Their solution was the creation of 

the Consejo Social, or social council, which responds to concerns or complaints by workers 

in a venue apart from management. The idea behind this is that “the management council is 

not the proper group to deal with concerns of the shop floor and that participation of the 

workers should not end with membership in the general assembly, or even with the 

Consejo Rector”(the governing body of each co-op on a day-to-day basis).xlvii Mondragón  

has thus been hailed for its sensitivity to the needs of its worker-owners, and necessarily 

so, because were the worker-owners dissatisfied, the near-utopian vision of Mondragón  

would be a failure. 

 Yet, for all the praise Mondragón  gets for its democratic ideals and its success as a 

multinational operating on cooperative principles, ethnographer Sharryn Kasmir contends 

that there is a severe disconnect between the overwhelmingly positive literature on 
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Mondragón  and the facts on the shop floor there. According to Kasmir, “The Mondragón  

cooperatives are portrayed as having overcome labor-management conflict and as free of 

the twin burdens of ideologies and political involvements.”xlviii However, Kasmir discusses 

worker apathy towards the juridical system and voter rights in the Mondragón  

cooperatives. One person she interviewed said “she felt exploited at work, ‘just like any 

worker in any firm’.”xlix Kasmir writes, “As Begona spoke, I began to hear the words 

‘participate,’ ‘cooperate,’ and ‘your firm’ in a new way; listening to her, they sounded 

imposing.”l In Bradley and Gelb’s 1983 book Worker Capitalism the two researchers found 

that “cooperators felt significantly less inhibited in voicing their opinions and grievances 

than did respondents from private firms... They also found that cooperators perceived 

considerably less social division between workers and managers.”li However, Kasmir 

describes their failure to interview shop workers, “[privileging] managers’ points of view 

over that of workers.”lii Kasmir interviews the owners of two separate private firms, and 

describes their adoption of cooperative principles. One said “I went to the Polytechnical 

school [of Mondragón ]; I follow Father José María Arizmendiarrieta’s teachings” of 

egalitarianism and solidarity. He said also, “I could sell the business now and live wherever 

I want, but I have a commitment.”liii Because of his values and business practices, he felt like 

he was part of the cooperative movement, even though he owned a private firm. A second 

owner with a similar value system said “we have a policy to get the best workers and pay 

them well,” about one and a half times more than the area average.liv According to Kasmir, 

“they point to the effect that the cooperatives had on the local business climate.”lv The 

incorporation of cooperative business practices like profit sharing, personalism, 

transparency, solidarity and egalitarianism among private businesses is a direct result of 
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the proliferation of cooperatives and the Polytechnical Cooperative School in Mondragón . 

Perhaps cooperativism is not only a distinct form of business but also the use of its 

principles, forming a continuum of styles.lvi Despite Kasmir’s critique that Mondragón  is 

mythologized and the robustness of its democracy exaggerated, she also points to these 

other social effects as indicators of its success. 

 This, of course, has interesting implications for the role of cooperatives in society. 

Mondragón  has become an enormous multinational in a variety of sectors, and still as it 

has grown, some like Kasmir argue that its democracy has eroded. Yet, outside of the 

company, it has had social and economic effects that seem to approach the kind of social 

change Arizmendi sought at its outset.  

 

Conclusion 

 The cooperative model has some very important advantages over its competitive 

standard model counterpart. There are plenty of statistics backing cooperation as a 

superior alternative: cooperation is more efficient, more productive, encourages creativity, 

and supports democracy. It is not, as some may presume, opposed to the fundamentals of 

capitalism, but rather an improvement of our current pervasive interpretation of 

capitalism. Richard C. Williams recalls Adam Smith and the “invisible hand,” recalling 

Smith’s six conditions which must be met for “God’s invisible hand” to work in society. The 

conditions include things like “free and open access to complete information about goods 

and services,” and, “the entire exchange process is governed by moral norms,” and, “an 

adequate and fair division of labor obtains in the production and distribution of all goods 

and services.”lvii Williams argues in favor of “the idea that cooperation, rather than 
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competition, provides these optimum conditions for a free and fair marketplace.”lviii The 

problem of expertise and capitalization are small in comparison to the end which 

cooperation can achieve. Perhaps the largest impediment is successful implementation on a 

large scale, but as we see from Mondragón , it can be done. 

In fact, the Evergreen Cooperatives in Cleveland, Ohio are presently using the 

Mondragón  model to start their own cooperatives. They began the Evergreen Cooperative 

Development Fund, which they explicitly based on Mondragón ’s Caja Laboral, to provide 

seed money to cooperatives. Their belief is that “truly sustainable community economic 

development requires more than the creation of affordable housing and jobs. It requires 

the generation of wealth that is earned and held in the community.”lix Since 2009 the fund 

and its businesses have already had success beginning a solar energy company and an 

industrial laundry service. According to their website, “Ohio Cooperative Solar (OCS) is an 

employee-owned, community-based energy company that will implement large-scale 

installations of solar panels on the roofs of the city’s biggest nonprofit health, education, 

and municipal buildings and performs year round residential weatherization services.” 

Meanwhile, Evergreen Cooperative Laundry provides a green, sustainable, toxic chemical 

free laundry service for whom “healthcare institutions, nursing homes, and hotels, for 

whom ECL will ultimately clean 12 million pounds of health care bed linen annually.”lx All 

of this is being accomplished by worker-owners following the cooperative model as a way 

not only to improve their own lives (they hire low- and middle-income residents from the 

Greater University Circle area in Cleveland and pay 20% more than comparable jobs), but 

their city on the whole. This project is emblematic of a larger movement in Cleveland to 
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revitalize the city through sustainable economic, agricultural, and community 

development.lxi 

We know that cooperation is key to new era in economic democracy. We know its 

benefits, and its possible shortcomings. The next question is how to successfully implement 

cooperative development starting almost from scratch. The next section will discuss the 

efforts of a group of cooperators in Milwaukee, Wisconsin to implement the philosophies 

and models described above, and will elucidate as clearly as possible the struggles and 

successes of the project as it continues to unfold. 
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Part III 

Milwaukee 

   

“Forward” 

       -Wisconsin State Motto 

 

Between Holton Street to the West and the Milwaukee River to the East, with 

Capitol drive to the North and North Avenue to the South, the Riverwest 

neighborhood occupies a stretch of land in Milwaukee, Wisconsin home to a distinct 

group of people and businesses. In spite of its diversity, or perhaps because of it, 

there is a certain feel to Riverwest; it attracts a certain kind of person. Paradoxical 

as it may sound, any number of “Neighbor Spotlight” articles in Riverwest Currents, 

the free neighborhood monthly, confirms this.i  The kind of people that come to 

Riverwest and stay are interested in politics – the kind of politics that, for instance, 

allows a network of neighborhood gardens to flourish in spite of laws that threaten 

to prohibit access to water.ii There is a sense that Riverwest appeals to a diversity of 

backgrounds though that almost unites the people who live there. Having 

volunteered at the Riverwest Co-op Café and spent time at community events and 

observed the come-and-go of people at local businesses, it is hard not to get a sense 

of aesthetic congruity among the people and places in the neighborhood. It is home 

to a handful of art galleries, an anarchist infoshop, a few yoga centers, cafés, hip 

bars, an old bowling alley, a cooperative bookstore, some cooperative housing units, 

a members-only nude bath house, and a few on-again-off-again punk houses that 
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host local bands and events. There are annual community-wide events like Locust 

Street Festival and Center Street “Daze,” and a 24-hour bike race around the 

neighborhood called Riverwest 24.iii And, of course, the Victory Gardens, a huge 

network of community gardens in Milwaukee, at least 17 of which are located in 

Riverwest.iv 

 But, in addition to the intrigue of the Riverwest community, Milwaukee also 

has a major joblessness problem. In one issue of the local weekly Shepherd Express 

Lisa Kaiser wrote that black men in the city are more likely to be unemployed than 

to have a job.v Part of Milwaukee’s high unemployment rate is a result of the 

outsourcing of many factory jobs: according to a Milwaukee Journal Sentinel op-ed, 

the city “lost 152,800 manufacturing jobs since 2000.”vi These statistics and others 

like them got a number of Riverwest neighbors thinking of ways to take job creation 

into their own hands, without relying on local and state governments to stimulate 

job creation among companies that ultimately might outsource or move away. They 

also wanted to help build their community sustainably and diversely: the Wal-Mart 

on the North side of the neighborhood and the Pick’n’Save grocery store at the 

southern end loom ominously as symbols of suburban cultural homogeneity. The 

group decided to create a cooperative fund loosely based on the Mondragon model 

to provide starting capital and structural know-how to new cooperatives in 

Riverwest. By doing this, the new cooperative businesses would be inextricably 

linked to the city and to the community in which they were founded. The fund 

would mitigate the problem of starting capital, and the personnel involved would 

help solve the challenge of promoting business and co-op savvy described in part II. 
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Similarly, the Cleveland model described in the last chapter is a city-run 

effort to encourage this type of development, but in Riverwest, the neighbors are 

trying to do it themselves.  

After approximately seven months of casual meetings and discussions, the 

group decided they needed a way to raise capital to finance this project. The most 

immediately profitable way to do this, they decided, was to start a tavern. (A bakery, 

one member would later say, seemed unrealistic in terms of profit.)vii The new 

tavern, called the Riverwest Public House Cooperative, would be a meeting place for 

local organizations and neighbors, and would be a community events space in 

addition to profitably serving drinks.viii Most importantly, after paying its employees 

a living wage with a relatively high-quality benefits package, it would donate 100% 

of its profits to the cooperative development fund. 

 There was some initial debate about the paradox of opening a bar to help 

spur community development. Traditionally, putting a bar in a community runs the 

risk of promoting the consequent societal ills like alcoholism – what would make 

this bar different? For one, the location of the Public House has long been used for 

tavern establishments, formerly the Golden Nugget, then Riverwest Commons and, 

most recently, Saylece’s. Thus the Public House would only sustain, not add to, the 

presence of alcohol in the neighborhood.  

The Public House is also situated next to Garden Park, a green space that 

hosts a Farmer’s Market in the summer. That space was once home to the Pulaski 

building, which was a theater and a hall, then home to the Gordon Park Food Co-op 

and Outpost Natural Foods Cooperative, which later relocated farther North in 
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Riverwest.  The group decided through a series of discussions that the fundamental 

intent of the bar and its presumable success in the neighborhood would mitigate 

whatever negative social impact it might have. Besides, there had been bars there 

for years, but this one was the first to be intrinsically linked to the development of 

the community.  

There have been some critics in the neighborhood, especially those who have 

seen the first hand effects of alcoholism, and who challenge the slogan, which reads, 

“Building community one drink at a time.”ix These critiques are of course legitimate, 

and the responsibility falls on the cooperators to allay the worries of neighbors. The 

cooperators recognized this fact from the beginning and immediately implemented 

an innovative membership policy1 to assuage some of the critics’ suspicions. The 

policy provides that anyone residing within 50 meters of the bar would 

automatically gain “neighbor member” status, getting the voting rights of other 

paying members at the bar. Voting rights are important because the board of 

directors is elected by members, and is accountable to the membership. This way, 

new expansions of the bar, changes to its structure or bylaws, and general activity 

can be monitored by those nearby residents who might not have a recreational 

interest in the bar, but live near enough to be affected by its policies nonetheless. 

                                                        
1 The neighbor-member policy was developed by the only other cooperatively-owned bar in the 
country, Black Star in Austin, Texas. According to their bylaws, “Neighborhood Members hold the 
same voting power as Invested Members, but shall receive no other benefits of membership and may 
not serve on the Board.”1Black Star opened its doors in December of 2010, just a few months prior to 
the Public House. Though the Public House cooperators were a little disappointed in having to stop 
claiming to be the first and only co-op bar in the country, Black Star has provided structural help like 
the Neighbor Member policy. The fact that these two projects in completely disparate parts of the 
country were founded at approximately the same time further evinces the proliferation of localism 
and cooperativism discussed in the first two parts of this paper. 



39 

 The second way the Public House decided to assure the neighborhood of 

their legitimacy and good intentions was to hold an open meeting of introduction at 

Woodland Pattern, the nonprofit bookstore. A number of cooperators, myself 

included, put informational fliers near every mailbox within a 6 block radius of the 

bar. On the fliers was also an invitation to the introductory meeting. In addition to 

helping promote neighborliness, it also raised awareness for the larger project, the 

cooperative community development fund. 

 The cooperative community development fund, heretofore named the 

Riverwest Cooperative Alliance (RCA), is the real experiment in this process. The 

quiet dream among founding members is that it will create its own Mondragon-style 

network, changing the social climate in Milwaukee from one of segregation, crime, 

income inequality and joblessness, to one of inclusion, high employment, 

egalitarianism and economic democracy. Where one member looks at the Public 

House and envisions the foundation of a new cooperatively-owned charter school, 

another member envisions a hyper-local cooperative utilities company. Where one 

person foresees the integration of cooperative economics reducing the crime rate, 

another foresees it improving the average income. But something like this has never 

really been done in the US before. As discussed earlier, the Cleveland model is 

propped up by the local leaders and a citywide initiative.x While there is nothing 

wrong with this form of backing, it occurs to the Riverwest cooperators that slow-

growth and self-sufficiency better fit their desires for autonomy and flexibility later 

on. The notion of funneling 100% of a business’s profits into an affiliated 

development fund is truly Milwaukee’s own innovation. But before getting too 
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hopeful about the RCA and its social-mission potential, we have to start with a 

working tavern. 

 Concurrent with the hosting of the introductory meetings and the 

neighborhood outreach, a group of fifteen to twenty volunteers helped raise starting 

capital through membership sales, fundraisers and member-loans. The initial group 

of cooperators included a handful of people who worked closely on the development 

of the Co-op grocery store and café. One member also helped start a cooperative in 

Janesville, WI. Two of them are devoutly religious and several of them are atheists. A 

handful are vegans and vegetarians. A number of them are activists, and nearly all 

are members of the other neighborhood co-ops.   

Before long, the group raised enough money to pay rent and begin 

renovations of its newly acquired space, the owners of which agreed to rent as-is, 

hoping that the cooperators would beautify the dingy storefront.  At the group’s 

weekly meetings, they elected a Board of Directors and created committees to 

accomplish a series of goals necessary to open the bar. They filed their articles of 

incorporation as a cooperative corporation, they applied for necessary licenses, they 

tore out the carpet and they painted the walls. They decided on an insurance 

package and they wrote the bylaws (with help from a pro bono co-op lawyer). 

Between November and January, enough people were coming to meetings and 

volunteering that the separation of duties became pretty equitable. A few local 

builders (some of whom were worker-owners of Build Milwaukee, a cooperative 

construction company) donated their time and expertise in return for a lifetime 

membership. Eventually, given all the material needs and the costs of necessary 
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licenses, the Public House ran into a funding crisis to the tune of $10,000. But in the 

following weeks, with enough outreach and local news coverage,xi the Public House 

alleviated its financial deficit. One instrumental contribution was that of a member 

in his 50s, suffering a brain tumor and desiring to be as active and involved in the 

community as he could, who lent the Public House $2,000 out of pocket. A second 

instrumental loan of $4,000 came from the Riverwest Co-op grocery store and café, 

some of which’s board of directors share responsibilities at the Public House.  

 In the planning meetings between late November 2010 and January 2011 

there was never discussion of a unified ideology. Some might presume an overt 

socialist dogma pervading a large group of cooperators. Perhaps it was an 

undercurrent, but nobody made mention of an explicit doctrine or worldview or 

anything of the like. The meetings were pragmatic, and featured consensus-based 

decision making wherever possible. At the same time, as cooperators assigned 

duties amongst themselves, they were explicit in stating that committees and board 

members should feel autonomous enough to make decisions that affected the whole 

enterprise, and their judgment would be trusted.xii These dual processes of 

autonomous decision-making and consensus-based decision-making were 

important to streamline the development of the enterprise. Interestingly, the 

cooperators did not discuss in detail what differentiated an autonomous decision or 

a group decision, but to my knowledge this did not cause any problems. The details 

of developing a cooperative enterprise rarely receive mention in the literature on 

cooperatives. Perhaps the delegation of decision-making is simply second nature. 

But it is also certainly a product of having savvy leaders who are familiar with the 
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cooperative process and the specific tasks involved in starting a business and a 

working cooperative institution.  

To enunciate a formal structure, one of the cooperators devised a workshop, 

wherein she visually represented the duties, responsibilities, and accountability 

(Fig. 1xiii) of various committees, the Board of 

Directors, the members, and the workers’ 

collective.xiv She came to the meeting with the 

presentation partially filled out based on the 

decisions we had collectively made so far, and 

then the group further developed and defined 

the processes and policies. This meeting was 

particularly important because it unified the at 

times disparate visions for what the Public 

House would be. It also gave everyone a specific set of roles and responsibilities that 

were clearly laid out and for which each would be accountable. This meeting was 

absolutely instrumental to getting the enterprise off the ground, and in the next two 

and a half months, tasks were performed in a much more organized and clearly 

communicated way. This is a prime example of the importance of leadership in 

cooperatives, and also an example of the specific activity that goes undocumented in 

the existing analysis and research on cooperatives.  

*    *    * 

The story of the Public House and cooperativism in Milwaukee continues to 

unfold. Though the community has had great success with cooperatives, structural 

Figure 1. The structure of accountability for the 
Riverwest Public House Cooperative. 
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and authority issues play into the way cooperation takes place on the ground. At the 

Riverwest Co-op Café, the management struggles at times to maintain and exercise 

authority. For example, a close friend who manages the Café called me recently to 

express his frustration about an employee. As he explained the situation, it became 

clear that the reasons some employees come to the Co-op to work is because they 

view it as a light-work, low-responsibility atmosphere, wherein work should be 

done but does not necessarily have to be. My friend explained to me that one 

employee had failed to complete important food preparation the night before a busy 

Sunday brunch just because he did not want to do the work. Whereas in a normal 

company the manager would presumably be able to exert managerial authority and 

discipline the employee, my friend (for personal and professional reasons alike) felt 

unable to do so. So rather than having a top-down authority structure, my friend 

was forced to “bottom-line” the duties of the poorly performing employee.  

This of course does happen under the traditional model, but any romantic 

notions of dutiful cooperative workers should be shelved. Importantly, 

management’s relationship with labor in this setting is perhaps more horizontal 

than in the traditional setting. The egalitarian structure and ethos of cooperatives 

thusly can lead to inefficiencies, contrary to some of the findings in the previous 

chapter. Still, at the Riverwest Co-op on any given day at least one volunteer will 

help perform the duties of the business. What is lost in inefficiencies perhaps is 

made up in goodwill from the community in the form of volunteer work.  

 In the midst of all of the work it takes to get a bar off the ground, it is easy to 

take for granted the initiative of the people involved. Virtually all of the work was 
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done by volunteers. This to me represents the fundamental change, however small, 

that cooperation aims to make. The volunteers were already making the world they 

wished to live in. Though renovating the inside of a bar on the weekends does not 

look like a revolution, perhaps the incremental nature of a project like this is just as 

valid a means to make a better society. The cooperators are united by a shared 

vision for their community: what it already is, good and bad, and what it might one 

day become. 
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Part IV 

Conclusion 

 

 

We endure and suffer, labor and toil, sow and reap, with and for each other. 

-Temple inscription at the Harmonist Labyrinth, New Harmony, IN 

 

 In their book The Spirit Level, Richard Wilkinson and Kate Pickett present a 

breadth of data that suggests income inequality in wealthy nations is the related to a 

host of social problems. They use the data collected by official agencies like the US 

Census Bureau and the Index of Health and Social Problems to avoid being accused 

of cherry-picking their facts. And their findings are incredibly interesting: if “a 

country does badly on health, you can predict with some confidence that it will also 

imprison a larger proportion of its population, have more teenage pregnancies, 

lower literacy scores, more obesity, worse mental health, and so on…Inequality 

seems to make countries socially dysfunctional across a wide range of outcomes.”i 

Indeed, based on this suggestion, the vast majority of a society’s population, 

regardless of status, is affected by the overall social implications of inequality, and 

therefore they benefit to promote equality where possible. The authors ultimately 

describe the advantages of employee ownership “as a way of creating a more 

egalitarian society.”ii They say it offers many advantages: 

First, it enables a process of social emancipation as people become members of a 
team. Second, it puts the scale of earning differentials ultimately under democratic control: if 
the body of employees want big income differentials they could choose to keep them. Third, 
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it involves a very substantial redistribution of wealth from external shareholders to 
employees and a simultaneous redistribution of the income from that wealth. IN this context, 
that is a particularly important advantage. Fourth, it improves productivity and so has a 
competitive advantage. Fifth, it increases the likelihood that people will regain the 
experience of being part of a community. And sixth, it is likely to improve sociability in the 
wider society. The real reward however, is not simply to have a few employee-owned 
companies in a society still dominated by a hierarchical ideology and status-seeking, but to 
have a society of people freer of those divisions. And that can only be achieved by a 
sustained campaign over several decades.iii 

 

Their prognosis coincides very closely with that of my own. Cooperatives are an 

important social project. They are an entity separate from the state, which stands to 

overreach its bounds and overextend itself in mandating a top-down strategy for 

improving American society. They are separate also from the traditional 

organization of the private sector, in that they are inherently more worker-friendly. 

And they offer some of the advantages of the non-profit sector without relying on 

external funding or other logistical faults.  

 Cities like Milwaukee, Detroit and Cleveland have been put in a position 

where they can completely change the way American urban society functions. The 

Harvard social and economic theorist Richard Florida has pitted the cities with the 

greatest number of the “creative class,” highly educated people who he says will 

drive the economic growth of the coming decades, against the cities like those in the 

rust belt and elsewhere that for years depended on manufacturing and industry for 

their prosperity.iv  

Detroit, Milwaukee, and Cleveland, in the wake of outsourcing and 

deindustrialization, have struggled to compensate for their losses in talent and 

population and indeed have failed to find new ways to attract creative class talent. A 

Detroit CEO wrote in an email to the Rust Belt news blog RustWire.com that his firm 

had no choice but to relocate because of its inability to attract talent to Michigan, 
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despite “one of the best hiring environments for IP firms in 40 years.”v Instead of 

trying, unsuccessfully, to compete with Chicago, San Francisco, Seattle, Portland, 

New York, etc. for creative class clout, Rust Belt cities might stand a better chance 

for revitalization if they adopt initiatives in the realms of urban agriculture, localism, 

cooperation, sustainability, etc. This way they might offer longer-term answers to 

the social and economic questions that go ignored in prospering post-industrial 

cities. Many in Rust Belt cities have been attempting to work on these problems (like 

what to do with abandoned warehouses and how to accomplish the problem of food 

deserts, to name a few) within small communities. Providing solutions to these 

persistent problems will carve a new niche for the former loci of manufacturing, and 

truly propel them into the 21st century with a different, but still very important, set 

of assets. 

 Cooperatives are part of what will ultimately be a multi-faceted approach to 

this transformation. From the smallest groups of cooperators come new ways of 

organizing work and the market and better ways of distributing economic resources 

within communities. This grass-roots approach will inevitably take a decades to 

grow, but it will be strong and it will signify a new vision for the United States, 

wholly in keeping with its long-established values, but representing the necessary 

evolution of their manifestation. Working together, cities and communities can rise 

to the occasion of the economic, environmental, and social problems that face 

societies everywhere. We can already see the beginning of this process. 

*    *    * 
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 The Riverwest Public House opened its doors on St. Patrick’s Day 2011 to 

tremendous success. In its first weekend it made enough profit to cover rent and 

utilities and even begin paying back its member loans. It was, of course, a moment of 

great pride for the founders to have opened the nation’s second cooperatively 

owned tavern. The community has shown support by buying up dozens of 

memberships. Hopefully, its success endures and it will become a benchmark in a 

new chapter in the life of the Riverwest community and in the potential of American 

cooperatives.  
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