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From yogurt to chip dip to
sour cream to cottage cheese to butter
to you.

When it comes to freshness, taste and
downright goodness, you can always
count on Gay Lea dairy products!

Qe make the things you can count on.

Gzay Lea Foods Co-operative Limited is owned and controlled by Ontario Dairy Producers.

Whoever said three is a
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hasn’‘t heard about The Co-operators
group insurance programs!

The Co-operators group plans are flexible, We can design benefits for
businesses with as few as three staff,

Our plans can include:

life and disability insurance; extended health care including semi-
private hospital care and prescription drugs and dental coverage.

For information call today the Eﬂ-ﬂpﬂfﬁfﬂf@

Insurance  Faancial Services

Life « Auto« Home « Farm « Group « Commercial « Travel
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LETTERS

In Support of Dauncey

Ax the persom who invited Guy Dauncey 10 wrile his
article “A Phnetary Approach o Community Economic
Development” (Volome §, Mo, 1) T was impressed by the
respanse 11 penerated, Theee of our co-op collzagues from the
Maritimes wrale thoughiful responses o the articke and they
capreascd concems about his approach.

Ag a Westerner I was interested to see that the
respondents all cume from the Manumes.  Obviously,
communily econamic develogment 15 alive and well in ihat
regron. Aawd, il is as & Westerner that T want i comment on
Luy Dauncey's viewpoint,

What | hear him saving iz thal the development of
non-capitalist economic swuctures is pan of a broad
wiorldwide trend that encompassos many movements and
altemative ideologies. It i 85 important to remain open (o
the environmental, feminist and “new age” movements s il
15 1 the rockitional kbour and co-op movements,

We in the West are very backward on community
eeonomic developments; | book o the Maritimes as a locale
of significant cxperimentation. Bot I cannot help boo think:
that none of us can work in isolation end thai a global

poerspective is important o Iocal activity.

George Melnyk

Mew Lanark Consulianis

Suite 4700

300 14¢h St N,W.
Calgary, Alberta TZN ZAl
(403) 283-8906

CCA Buyouts Project

| appreciated reading about the Innovations funding
being =0 helpful in facilitating such a worthwhile project. 1
am confident that, during this two-year project, the Canndian
Co-operative Association and its member arganizations will
he designing mechanisms o facilitate worker co-op bayoues,
gither when & plant is shot doen or when an industry i
Testrctured.

Cmee agadn, thank you for providing me with Teedback
showing that Employment and Tmmigration Canada is on
U Fight track with the Canadian Johs Strategy.

Barbara J. McDougall
Minister of Employment
andd Irnmijmaticn
Goverment of Canaida
O, Canady KIA (U9

Worker Co-op welcomes letters and conference
information from its readers.  Write fo; Juck
Doarter, The Ontarie Institute for Studies in
Education, 252 Bloor Sieeet W, Toronia, Ontario
KISS 1%6; (416) 9236641, Ext. 2576,

Thank you

The Worker Co-op magazine cxpresscs its appreciation
i the Canadian Co-operative Association’s Buyouts Project
for covering a portion of the cost of this issse.

We would also like to thank the United Steelworkers of
America (Dick Fontang, Simon Guillet, Gary Hubbard,
Harry Lester, Stave Mewman, Charles Bobb) for assisting
will tems related to this ssee, including the cover phates,
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Workers and unions as
stakeholders in buyouts

by Jack Quarter

The smatiering of seccessinl worker buyoms acrnss
Canada testifics o both the major obstacles facing workers
when they want o purchase their place of work and their
detcrmination in overcoming those adverse circumsLances.
The classic worker boyout arises when a plant is cither shot
doam or umier the thresl of closure,  Allhoogh the actoal
annguncerment Of 4 Closing may come as o surprise, usually
there s a lengihy plaoning  process leading 10 (he
ANNOUNCCMSAL.

By the time that the closing becomes apparcnt,
gijuipment ig run down, gssels have been sinpped, and
portions of the macker have been sither lost or fransfermed &
pther parts of the corporation. Tn Canada, where so much of
ownership is foreign, markee consolidation 2 often with the
parent company.

There are exceplions o this “ron down plant®
ymlrome, Lamlord Forest Prodocts; noworker boyoot in
British Colunbia that recently received an award for bisiness
excelience; hid plants which were in good shape daod 3 solid
repuiation amang s chentels, [ owners encountered
cazh-Tlow problems when the combination of an mcrese in
meefest rates and & downiwen o the marker for forest peoducts
resulied in the bank calling in logns which had been used o
miodemizs the operssan,

Workers are last in line

When a plant becomes available for =ale, the most
likely purchasers are other buginess people, because they have
access o Mnancime and com gquickly detemmine whether the
closing plant Tivs it their plans. IF the sale 15 miernal, the
mast likely purchasers are senior manareInent since it is
kovwledgeable aboul avuailubility, has a close working
relationship with the owners and knows how 1o lever the
company's assels o fGnance a buyook

When workers bocome invodved, it 85 asaally bocaonse
senior management lacks financing and requires workcrs'

invissiments, either o obtiin bink lows or o besome eligible
for financing from a governmend program (as in Manitoba and
Chachec), Vent Alr of Winnipeg and Celibec of Tepis:Rividrey
arc cxamplos of worker bayouts that occarred for this reaszon,
Wiorkers who do bocome involved often have specialized skills
and extensive experisnoe in their company. Re-cnicring the
Inbour market iz o problem for them, and therefore they arc
despersie (0 ensure that their company remains in operation.

Chrganizing a large group of workers (0 invest their
meapre savings or to take loans i purchase their place of
work 15 an ardwous task.  Outside of Quebec, there iz no
inlrastructure (i.e., development groups and nsk-capital ponl)
o pssist workers, The lack of precedent for worker buvauts
and the laeck of support from governimenl are opgoing
problems, Governments will give muli-milben dellar prants
and tax breaks o entreprencurs who wanl W0 purchase o
closing -company, bul as the Canadian Porcelain saga
ilMustrates, the federal government would nod even suppor
politically a boyout among intenesied workers who had i
the Anancing. Yes, in spite of the stacked deck against worker
boyvoute, there have been succesges (see the
Apross-the-Conntry section. of thes msee for a deseription of
worker buvouts in Cunsdal,

Buyouts tend o be of somewhat larper bosinesses thun
the worker-ouwned enlarprises slaned from sormch, The reasen
for thiz is that the asseis of a buginess being lguidated can be
purchased at bargain-hasement peices. Bupouts also enjoy the
immodiate advantage of an experenced management, a
disciplined labour fooce whose mativation is enbanced by the
threat of job-loss and o well-established clientele.

Organized labour's support

The key toa successfol worker boyouol sirategy in
Canada iz the suppord of orgemized labour. In peneral,
arganized labour has backed worker bayouts onby as a last

4
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resort because it feels more comforable inoan arrangement whers
there is 4 clear dastinction between owners and workers, In spitz
of dlifficulises it presently faces. the Canadian labour movement
hias been oo successiul in its current framework o cmbrace o
bimad changs of sirategy. With respect o plant closings, the labour
movement has lobbied for legislation that would require more
nodice, compitlsory feasibility analyses and heiter spverance
allowances and retraining programs,.  The main siratcgics
have besn to prevent plant closings amd e cushson workers
against the conseguences; worker buyouts have becn
cncouraged only in very selective cascs

The American Scene

In the Upited States, where orgsnized labour 1s
proportionately smallés than in Canada, there las been a
change of attiinds, particularly in onions sach as the Unied
Steelworkers (sec Wamer Woodworth and Lynn Williams in
ihis dsswe) and the umbrelln organzation the AFL-CIO {(soe
Chris Meek in this isswe).  American onions are attempting
fo respond W the merger-and-takeover pattemn in modem
capiralism that has threaened itz membership bass in key
industries, For the first fme, Amencan anions are viewing
worker buyouts of healthy indusiries as a strategy for
proventing  closings. . The American labour mosement bas
been helped by lepislation which makeos it possible for
buyouls orpgmized through ESOPs (trust funds) o be
Ex-exempl, Similkar tex lepislation does not exist in Canada,
therehy elimingting & major financial incentive for owners o
sell i their pmplovees, Mevertheless, the market condigions
which are causing the American labour movement to look o
worker owmership maore positively alsoexist m Canada,

Having =aid that, there are significant problems o be
overcome before worker oemership, whether theough bayous
or start-ups, ought to be promoted.  Wot the least of these
problems iz the risk of Failure, Evidence suggcsts that the
Wi-vear survival rate for worker-owned enoterprises in Québec,
the only province with an adequate infrustructure, is sboat 34
per cenf (see Alain Koy, Worker Co-op, Yolume %, Number
Z, pp. 22-23), Although zeparate data for worker buyouots are
nod listed, anecdoral evidence sugpgests thal the survival rate is
gimilar, Like most small, independent buosinesscs,
worker-owned enterprizes lack the fiancial reserves and the
eoonomess of scale to compaie effectively,

Reducing risks

Cme way o reduce the compeatitve risk s w adopt the
business advantages of a franchize and (o credate

Shirley Carr, president
of the Canadian Labonr Cenpress

economically-integrated systems of firms within 5 market
sector. Buwch a strategy involves viewing the feasibility of a
potential buvout within the context of a system of
worker-Oowned hinns.

PACE of Philadelphis provides an excellent cxample
in Morth America of this approach. Specializing i the food
indusery, PACE, with the support of the United Food and
Commerical Waorkers (local 1357), has develaped a chain ol
worker-toamed and operated supermarkoms (O & O Swores) in
the Philadelphia region; it has done this frome Buyoials af
closings AdPs and from stc-ups oas owell,  Eoch super
market is independent. It 5 wlso part of o system with o
common wholesaler (established as o second-Begres co-op and
thereby providing economies of scale in purchasing znd
marketing) and with links o PACE for member education,
managerial raining and secounting services {see Sherman
Ereiner, Worker Co-op, Vol 8, No. 2, pp. 19-21).

[t iz essential o reduce the risk of failure before
wirker buyouts are promoted, But peradoxically, wocker
buvouts face another problem - that of success. Soccessll
wiorker buvoots will receive offery of purchass from privace
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enbreprensyrs - offers theat can yvield the workers a tidy peafil
(e, Picneer Chainsaw in Pederborough).  Since workers
have tken considerable msks in fmancing a buyout, 1t is quile
reascnable that they should expect the rewands:

Furthenmone, success can generie i nead for capital 1o
fimunce expanzion, and this oo could encourage a akeover,
The “problems of success” speak o the social nbjectives of
wocker owmership. 1F a primary ohjective is 10 use capital o
create workplaces based on domocratic principles, then
finding mechanizms (0 maintain worker ownership in
swzpesaful plands is impomant,

Oine approach 1o sofving this problem 1= 0 purchass
plants; using a combination of sorker and anion cwnership
— in other words o dual stakeholder model ®  Organized
labour in Canaddn has proven itsell effective o amassing
veniure capitnl {e.g., the Québec Solidarity Fund), primarily
or investment in priviely-owned businesses. With the
political wdll, st should be possible for organized labour to
enter inio joint venlures with growps of unionized workers in
largeied markel seciors, thereby creating systems of firms
within these seciors, I organized fabour took this route,
presumably it woold oy to ensare . that labpor-oemned
companics remained labour-oemed.

In conclusion, the wends in moderm cepilalism present
a challenge o workers and their unkons, Al oo kevel, this
challenge has 1w be addressed on a plant-by-plant basis by
protecting the rights of workers when theie jobs are
threatoned. At another lewel, this challenge could he
addressed by reconcepluatizing the rode of orgpanized labour.
It is recopnized by people of all political stripes (from the
left 1o the right) thet ownership is a8 fundamental sspect of
contrl, [n view of current economic tremds thil are resulling
in redeced imeolverment by poveroment in regulstog the business
market, it woukd be an ermor tor the Inbour movesoent 10 jgnones
the adwuntages of ownerzhip and comtimie  define s role ex-
clusively a5 a delEnsive one,

Jack CQuarter iz editor of the Worker Co-op
magazing and a professor at the Ontaric Institute for Studics
in Education {252 Bloor 5i. W, Toronte, Canada M55 IV6),

He iy part author and co-editer with Geprge Melnyk of

Partners in Enterprise: The Worker Ownership
Phenomenon, soox 1o be published by Black Roge of
Manspeal.

*Faor a diucaecion of the sgkerolder gppraaeh see Jokn
Fovdan, "The mudi-slakeholder concept of organizafion,” in

Jack Quarter and (7. Melayk feds), Partoers in
Enterprise, Monireal; Tlack Kase, (W55 #

Need some help with
your organization’s problems?

We have the busingss gxpenegnca

and skills you nead,

COADY CONSULTING —
accassible and affordable

managemeni consulling services
with a social consciencea.

For & copy of our statement of
capabilities and your

free initial consultabion —

call orwrite loday.

COADY CONSULTING
88 Coady Ave.
Toronto, Ont. M4M 2Y8

Bread & Roses
| gfﬁ Credit Union

Support the cooperative movement and he:f,cr
build alternatives by “baning for social change”

Carrol Common, 348 Danlorth Ave., Suite 211 fress son 4617882
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