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Abstract: This paper argues that democratizing corporations requires more than

simply allocating control rights to employees while leaving ownership structures

intact, because such an arrangement leaves democratic decision-making vulnera-

ble to the persistent threat of disinvestment. True democratic control requires a

deeper transformation – specifically, a foundation in social ownership. To this end,

variousmodels of social ownership are critically examined.While none offers a sat-

isfying solution on its own, their strengths can be combined. From this emerges the

concept of Plural Cooperativism: a hybrid, society-wide model of cooperative own-

ership that systematically integrates other forms of social ownership, allowing for

limited private stock ownership, counterbalanced by public stock ownership and a

more democratic reallocation of control rights over private ownership.

Keywords: workplace democracy; democratic firms; ownership; control rights;

worker cooperatives; public stock ownership

1 Introduction

In recent political theory, many powerful normative arguments have emerged for

democratizing corporate governance much more strongly, understood here as the

collective self-governance of those who are subject to corporate authority, based on

elections, votes, and prior deliberation. But there is still a relative lack of institu-

tional models that outline how exactly democratic corporate governance ought to

be structured.

The numerous normative reasons for expanding and deepening democratic

corporate governance are much clearer now than they were a few decades ago:
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The argument from the analogy between firm and state holds that firms are similar

to states in their organizational structure: Just like governments govern citizens,

firms govern employees, and they do so within hierarchical structures, backed by a

vast arsenal of sanctioning powers, from demotion to dismissal. If being subjected

to state government requires democracy, so does being subjected to corporate gov-

ernment (Landemore and Ferreras 2016). The republican argument demonstrates

that freedom as non-domination requires protection from arbitrary, unaccount-

able power, which is particularly urgent in the context of management hierarchies

within companies (Gourevitch 2015; Anderson 2017). The argument from demo-

cratic virtues points out that firms are an especially important site of forming habits

of thought and action, so that democratic firmsmay contribute to strengthening the

democratic skills and virtues of citizens, while non-democratic firms are in danger

of fostering authoritarian and fatalistic attitudes (Pateman 1970; O’Neill 2008; Kuch

2021). The argument from internal regulation underscores that external regulation

of market institutions through laws and regulations is often ineffective and struc-

turally intransparent, warranting a complementary regulation from within major

market institutions, particularly by means of democratized firms (Hussain 2023).

This is only a small fraction of the many arguments on the table pressing for a

stronger democratization of corporate governance.1

But there is a striking imbalance between our knowledge of the normative

arguments for democratic corporations on one hand and our knowledge of institu-

tional models of democratic firm governance on the other. In terms of institutional

models, many important political theorists, such as Elizabeth Anderson (2017) and

Waheed Hussain (2023), content themselves with quickly pointing to Germany’s

codetermination system, inwhich the seats on the supervisory board of large corpo-

rations are composed equally of worker and shareholder representatives. German

codetermination seems to demonstrate the separability of ownership and control,

a possibility that many view as a sufficient starting point for expanding and deep-

ening democratic control over corporations more extensively.

Drawing on recent work on the relationship of ownership and control, I argue

that simply separating ownership and control rights, without burdening oneself

with changing the property relations themselves, is insufficient. Democratic control

1 For an overview see Frega, Herzog and Neuhäuser 2019. I assume here that each of these nor-

mative arguments pressing for a stronger democratization of corporate governance is valid, at

least in some version, and that there are even more compelling arguments supporting the same

conclusion. I also assume that these arguments are strong enough to justify binding regulations to

establish democracy at the corporate level, going beyond voluntary self-regulation.
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over the corporation must be underpinned by social ownership of the corporation,

either in the form of cooperative or public ownership. But this immediately raises

the question: which form of social ownership exactly? How precisely should it be

organized? This is the major challenge I aim to tackle in this paper. I analyze vari-

ous models of social ownership to get a clearer picture of the merits of each model.

The overview reveals not only a better understanding of the strengths and weak-

nesses of the various models, it also suggests that these models can be combined,

in an attempt to complement one another in their strengths, while offsetting their

particular weaknesses. Quite organically, the overview leads to the idea of combin-

ing the various forms of social ownership in a hybrid model that I will call ‘Plural

Cooperativism’.

Plural Cooperativism envisions a society where cooperative ownership is uni-

versalized, so that business corporations basically operate as cooperatives. At the

same time, this cooperativism is pluralistic, and in a specific sense: It allows for, and

systematically combines, cooperative ownership with various other forms of social

ownership, including limited private stock ownership, complemented by public

stock ownership, as well as a more democratic reallocation of control rights over

private ownership. Certainly, Plural Cooperativism is not a ready-made blueprint,

it is an early-stage exploration. The fundamental point is to open up the funda-

mental conceptual space for thinking about a society-wide model of cooperative

ownership.2

Following this introduction, the paper is organized into six sections. Section 2

clarifies the methodological basis for the following analysis of democratic corpo-

rate governance and introduces an important substantive assumption. Section 3

reconstructs the promises of unbundling ownership and control yet ultimately

rejects this approach for suffering from a legalist illusion. The conclusion of this

section is that democratic firm governance requires a particular material basis.

Section 4 analyzes three important forms of social ownership that could poten-

tially provide material support for democratic firm governance, namely coopera-

tive ownership, worker self-management and socialized stock markets. Section 5

analyzes important challenges of cooperative ownership. Section 6 introduces a

new model of social ownership, outlining the contours of Plural Cooperativism.

In Section 7, the paper concludes by discussing challenges and objections to the

model.

2 Obviously, this paper takes a different approach than the vast majority of the literature on coop-

eratives, which typically begins with the here and now and asks how to strengthen the cooperative

sector (see, e.g. Harcourt 2023 or Errasti et al. 2025). In contrast, my paper starts from the other end:

an ideal end state, a realistic utopia of an economy grounded in universal cooperativism.
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2 Realistic Utopias: Methodologically and

Substantively

A preliminary remark on the approach to analyzing the design of democratic

corporate governance is in order, followed by the introduction of a substantive

assumption. Both the method and the substantive assumption are closely linked

to what John Rawls refers to as the concept of ‘realistic utopias’, which deals

with the following question: “What would a just democratic society be like under

reasonably favorable but still possible historical conditions, conditions allowed by

the laws and tendencies of the social world?” (Rawls 2001, 4) For thematter at hand,

corporate governance, the question of realistic utopias can be rephrased as follows:

What would a just structure of democratic corporate governance be like under rea-

sonably favorable but still possible historical conditions, conditions allowed by the

laws and tendencies of the social world? In posing this question, I reiterate that I

assume here that the essential issue is not whether corporate governance should

be democratic – it should be – but rather what the “institutional content” (Rawls

2001, 136) of a just structure of democratic corporate governance should look like.

As I see it, the key point of focusing on realistic utopias is to set aside con-

cerns about whether certain institutional proposals might appear politically unfea-

sible under given social and political conditions. The primary question is how a

just structure of democratic corporate governance would be under “reasonably

favorable” (Rawls 2001, 4) conditions. Unfavorable political majorities, obstructive

power structures, or ideological barriers must not be allowed to constrain our con-

ception of a just democratic corporate governance; otherwise, we risk committing a

naturalistic fallacy, letting the ought to be dictated by the given, no matter how bad

it may be. We should begin by focusing fundamentally on the normative desirabil-

ity and institutional feasibility of specific proposals, as long as they are “allowed

by the laws and tendencies of the social world” (Rawls 2001, 4). This is crucial

for establishing a point of orientation on the path to meaningful political trans-

formation (Simmons 2010). Only in a later step should we turn to more pragmatic

concerns about transformation strategies, taking into account questions of political

feasibility. However, this later step is not the focus here.

The substantive assumption I make is a system of universal inheritances that

provides an equitable starting point for all citizens. Each citizen is granted a sig-

nificant financial endowment in the early phase of their adult life, financed by

a strongly progressive inheritance taxation. This is at the heart of Rawls’s realis-

tic utopia of a property-owning democracy (Rawls 2001; O’Neill 2012). As we shall

see, Plural Cooperativism critically depends on universal inheritances. In addi-

tion to Rawls, there are many significant voices in contemporary political theory



Plural Cooperativism — 135

highlighting the importance of universal inheritances for all, financed by a much

more progressive taxation of inheritances (Gosepath 2022; Piketty 2022). The rea-

son behind this idea is that inWestern capitalist societies, inheritances significantly

contribute to the skyrocketing social inequality.3 More fundamentally, stark dis-

parities in inheritances violate basic principles of justice, including equality of

opportunity and themerit principle.4 If, however, one has reservations about taxing

inheritances strongly, capital grants could serve as an alternative to universal inher-

itances, and they can be financed through other means than inheritance taxation,

such as wealth taxes (Alstott and Ackerman 2000).

It should be emphasized that evenwhen assuming a system of universal inher-

itances (or capital grants), the question of how democratic corporate governance

should be structured is by no means self-explanatory. The implications for demo-

cratic corporate governance are anything but trivial, quite the opposite, only under

the assumption of universal inheritances will some important issues of democratic

corporate governance really come into focus. All this means that assuming univer-

sal inheritances is not only justified for good reasons, it also opens up a significant,

nontrivial level of debate.

3 Democratic Corporate Governance and Private

Property

Democratizing corporate governance without changing property relations is allur-

ing in its simplicity, which is surely one major reason why it finds so much res-

onance in contemporary political philosophy.5 The idea is to alter the bundle of

property rights, without troubling oneself with changing property relations them-

selves. The traditional understanding of ownership encompasses not only the right

to the profit, but also the right to control property.6 In the capitalist conception of

ownership, these rights are intertwined in a single bundle, yet they can be sepa-

rated conceptually and, more importantly, they can be separated in practice. At the

3 For example, nearly two-thirds of Germany’s billionaires simply inherited their wealth (Fre-

und und Oliver 2016, 28).

4 White 2018 and Gosepath 2022. Consider BMW: among its major shareholders are the company

heirs Susanne Klatten and Stefan Quandt, whose inherited stakes generate enormous dividend

payments. In 2017 alone, they received 1.12 billion euros in dividends, equivalent to 1.5 million

euros per person per day. This single day of dividend income equals 59 years of work at minimum

wage, a disparity that is difficult to reconcile with any minimally plausible notion of equality of

opportunity or merit.

5 See, for example, O’Neill 2008, Ciepley 2013, Ferreras 2017 and Neuhäuser 2021.

6 On the influential understanding of property as a ‘bundle of rights’ see Honoré 1961.
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least, this is where the unbundling approach places its hope. Its wager is that the

bundle of property rights can be un-bundled.

This rebundling of property rights has been at least partially achieved by Ger-

man codetermination law, which applies to larger stock corporations. The right

to control property has been decoupled from the right to profit and the right to

buy and sell; the latter two rights remain with shareholders, while the former is

partially granted to employees. Half of the seats of the supervisory go to worker

representatives, the other go to representatives of shareholders. Control over the

supervisory board is important since this is the highest-ranking decision-making

body within the corporation: It has the formal authority to appoint, dismiss, and

supervise top management, and in addition, it decides on major corporate policy

issues.

However, power over the supervisory board is only seemingly shared between

capital and labor on equal terms, because in case of a stalemate between capital and

labor, the chairperson has a tie-breaking vote. Guess who elects the chairperson?

Yes, the shareholders. Yet German codetermination still rose to a surprising promi-

nence in political theory in recent years. InPrivateGovernment, ElizabethAnderson

refers to it as a
”
highly successful model“ (Anderson 2017, 70), andWaheed Hussain,

in his Living with the Invisible Hand, uses it as the major model to explain his idea

of an intermediated market arrangement (Hussain 2023, 193–6).

Others are more critical: In view of the tie-breaking vote of the chairperson,

Isabelle Ferreras called out codetermination as “something of a sham” (Ferreras

2017, 173). As shareholders retain ultimate control over major corporate decisions,

the actual power of labor representatives is limited, despite the formal voting rights

they have on paper. This structural feature perpetuates the dominance of capital in

corporate decision-making while simultaneously obscuring it. As both shareholder

and worker representatives are at least implicitly aware of the power asymme-

try between them, the latter are pressured into proactively complying with the

profit expectations of shareholders in order to avoid open conflicts that they are

only bound to lose. Codetermination, then, is a recipe for co-optation and pacifica-

tion: “The history of capitalism shows that labor organizations have, at best, been

co-opted into comanaging firms.” (Ferreras 2017, 172)

Still, the fundamental outlook may seem sufficiently attractive: Why not keep

pushing the unbundling of property rights forward, by strengthening control rights

of workers? Recall the basic strategy: Simply decouple control rights from the right

to profit. It seems surely possible to deprive shareholders of their control over

corporate decision-making entirely, while significantly strengthening the voice of

workers. Ferreras (2017) developed a model of corporate governance where capi-

tal and labor are both represented in two separate chambers within the company:

Management requires the approval of both chambers, so unlike in the German
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codetermination model, employees have an effective veto right, thus their con-

trol rights are sharply strengthened. Quite some time ago, Jay (1980) developed an

even more radical proposal, carrying the decoupling of control rights and profit

rights to the extreme: up to decoupling themcompletely.While shareholders in Jay’s

proposal enjoy their rights to profits unrestrictedly, control rights over the corpo-

ration are shifted to workers entirely. In Jay’s model, firms are completely financed

through shares, and although shareholders retain the right to the company’s profits,

control rights are entirely in the hands of the firm’s workers.

The unbundling approach is certainly important: It demonstrates that control

rights and profits rights are not welded together in an ironclad way, their relation-

ship is subject to historical transformations. German codetermination showcases

the possibility and feasibility of this approach, and from Ferreras’s up to Jay’s mod-

els we can see the great extent to which control rights and profits rights can be

decoupled – up to their complete separation, where workers enjoy full control

rights over their workplace, while profit rights remain with the shareholders.

Yet the prospect of simply unbundling of property rights, while leaving the

basic property relations intact, is limited. This approach stands under the spell of

a legalist illusion: Purely formal legal changes are intended to fundamentally alter

the power of property in its materiality; yet if control rights over property do not

extend to the right to buy and sell it, they have little real power. This is because

merely strengthening control of workers does not change that fact that the pro-

ductive assets the enterprise needs can be withdrawn at any time.7 Yet enterprises

desperately depend on the supply of capital for their goal to produce and sell goods.

They need financial resources to acquire productive assets such asmachines, build-

ings, technical equipment, and so on. The formal right to control someone else’s

property wields little real power if the owner retains the ability to withdraw the

property at whim. Disinvestment is a real and effective threat. As capital is with-

drawn, the company may face bankruptcy, and its employees lose their source of

livelihood. Therefore, ownership potentially involves power over others, even if

formal rights seem to counter this power. In this sense, property is potentially “the

power of disposing of the labour-power of others” (Marx and Engels 1976, 46). So,

the formal right to control property that workers enjoy can be counteracted by the

threat of disinvestment that property owners can yield. Keep in mind here that

in advanced capitalist economies, corporations are typically highly dependent on

exceedingly large capital resources, for example, due to productivity-improving

technology and the scale and scope of production, which magnifies the threat of

disinvestment that property owners have at their disposal.

7 In the following I draw on Gonzalez-Ricoy’s excellent work: Gonzalez-Ricoy 2020; see also

Vrousalis 2019.
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To be sure, in the case of share-issuing stock corporations, the unbundling-

approach seems to have better prospects of success. The reason is that sharehold-

ers do not really ‘own’ the stock corporation, they merely own their shares. The

capital itself is owned by the company as an independent legal entity, something

rightly highlighted by David Ciepley and others (Ireland 1999; Ciepley 2013). On this

basis, stock corporations are protected from a sell-off of their productive assets

by the so-called asset lock-in (Ciepley 2013, 144–5). This means that even though

shareholders have every right to sell their shares, they are not permitted direct

access to the material wealth of the company, for example its technical equipment.

Shareholders cannot walk into the factory and lawfully take a robot with them and

sell it. Asset lock-in seems to greatly diminish the threat advantage of shareholders,

since they appear to have lost the power to withdraw important resources.

Yet the threat of disinvestment remains. Shareholders retain the full right of

selling their shares. Selling shares leads to a decline in value on the stock market

when demand doesn’t keep up with supply, and selling shares on a massive scale

can lead to a significant loss. At the extreme, shareholders even have the right to

dissolve the company completely in order to assert their residual ownership claims.

Iñigo González-Ricoy points out the serios consequences:

As capital suppliers, shareholders retain the right to sell their stocks and to collectively ter-

minate the firm. This is public knowledge: workers know this and shareholders know that

they know it. Now, while employees may in principle exercise such control rights as they

deem more appropriate for their interests, their decisions are likely to be importantly influ-

enced by shareholders’ implicit yet ever-present threat of selling their shares en masse or

terminating the firm. (González-Ricoy 2020, 420)

So, suppose shareholders (illegitimately) push for one or more of the following

profit-maximizing, cost-saving strategies: squeezing wages, neglecting due care

obligations for public safety, or externalizing costs by polluting the environment.8

The democratic corporation (legitimately) opposes these strategies, and luckily,

shareholder representatives have lost their power to overrule all other stakehold-

ers. However, despite having lost their ultimate authority, shareholders still have

the right to sell their shares. Given the resistance of company board, shareholders

sell off shares, the share price plummets.

Where is the harm in a large-scale stock sell-off? One might think that this

doesn’t pose a threat to the stock corporation, since it does not lose any money as

a result – only shareholders do, as the value of their shares dwindles. And obvi-

ously, just because there is a stock sell-off doesn’t mean that the corporation loses

8 I assume here that decent wages, due care obligations for public safety, or environmental pro-

tection are uncontroversial normative standards.



Plural Cooperativism — 139

any physical assets. However, a decline in stock market valuation diminishes the

stock corporation’s future prospects of raising capital through issuing shares again.

More importantly, a loss of stock market value lowers the corporation’s creditwor-

thiness dramatically, which in turn results in higher interest rates and a greater

difficulty obtaining loans. Note here that capital-intensive industries like the man-

ufacturing industries typically depend heavily on debt financing, as their debt is

often twice as high as their equity. Thus, the threat of disinvestment remains real,

and thiswould still be the case even inmost radical version of separating ownership

and control, as in Jay’s model, where shareholders have no control rights whatso-

ever over the corporation. Yet if shareholders retain the right to sell their shares,

their threat advantage over workers remains.

Sure, under a systemof universal inheritances, theworkers of a formally demo-

cratic firm (along the lines of Jay’s model) sustaining a large-scale stock sell-off

could draw on their own financial resources to save their firm. Yet if only one

heroic employee decides to save the company, it amounts to a wasted effort: The

isolated purchase of shares by a single employee would make little or no differ-

ence. However, attempting to get all employees to save their company with their

own resources comeswith almost insurmountable difficulties, particularlymassive

collective action problems.

It follows that the legalistic hope for achieving democratic control over the

corporation by means of unbundling property rights is largely mistaken. Merely

handing over formal control rights to workers, without giving them real power

over property, is largely a paper tiger. It puts workers in a situation where they

always have to fear their decisions will be punished by a loss in the value of their

company and a greater difficulty obtaining loans, which ultimately threatens their

companywith bankruptcy and a loss of their source of livelihood. Even if sharehold-

ers have lost access to the company’s boardroom, with no formal authority over

workers, they can rely on the shared knowledge of the threat of disinvestment. As

workers depend on investments, they are typically forced to preemptively fulfill the

presumptive goals of the shareholders. The workers of a formally democratic cor-

poration are thus structurally in position to be compelled to almost read the capital

suppliers’ wishes of the lips. It is almost as if they were still working in a capital-

ist company: Day in, day out, they are compelled to toil to satisfy the shareholders,

either by maximizing dividends or increasing the stock market value.

However, although this section raised concerns about the separability of own-

ership and control, it does not foreclose the possibility that, under certain con-

ditions, some degree of unbundling ownership rights might be both viable and

desirable. I return to this idea below, not to endorse it wholesale, but to explore

whether and how it might be adapted to serve more democratic ends.
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4 Three Models of Social Ownership

If democratizing the corporation is to live up to its claim, if it is to becomemore than

an empty phrase, then democratic decision-making within the corporationmust be

immune to the disinvestment threats of private shareholders. Given that private

ownership is a major source of the problem, social ownership of corporate assets

might offer a way out. In fact, social ownership can function as a material basis for

protecting and asserting democratic self-governance within the corporation. There

is a more defensive and a more offensive aspect to this: Defensively, social owner-

ship provides a safety buffer against the threat of disinvestment, offensively it can

function as a direction device for steering resources towards important public goals

and values, particularly those that go beyond efficiency, such as distributive justice,

human rights, or sustainability.9

Social ownership is not equivalent to central planning or state socialism, it

is compatible with market coordination of economic transactions, and it doesn’t

necessarily imply direct state ownership of enterprises, since there are many vari-

eties of socialized ownership below the level of state ownership. In particular, there

are three important forms of social ownership: cooperative ownership, worker

self-management and socialized stock markets. This not an exhaustive list, there

are many more forms of social ownership, but these are the most important and

promising ones.10 As the brief review of all three models will make clear, even

though they each have distinct flaws, they bear the potential to complement one

another in a hybrid system.

(i) Cooperative Ownership: Cooperative ownership is one of the most impor-

tant forms of social ownership. In cooperative ownership, the company’s capi-

tal is jointly provided and controlled by its workers, which effectively socializes

capital from the bottom up. At the same time, this usually requires every firm

member to purchase cooperative shares, often paid as membership fee, which

9 Again, I assume here that these normative standards are uncontroversial.

10 In particular, I bracket two other important forms of social ownership in the following: One is

direct state ownership of large companies (Edmundson 2017; Hanna 2018). I leave this approach

aside here because it risks concentrating too much economic power in the hands of the state.

Another more recent approach that is steward or trust ownership of the corporation (see Sanders

2022; Pendleton, Robinson, andNuttall 2023). This legal formwould prevent the companymembers,

especially the company founders, from personally benefitting from the company’s profits, or from

selling or liquidating the company entirely. The company is managed by stewards, or directors,

who only assume a fiduciary role; their job is to manage the company by taking the broader social

responsibility of businesses into account. However, from the outset this proposal is not meant to

offer a society-wide model, it is only intended to supplement the classic forms of corporate owner-

ship, and it is hard to see how it could function as a generalized, society-wide model. See, however,

Claassen 2025 for a thought-provoking proposal with this aim.
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constitutes an essential basis of the company’s capital. Building on the SpanishMon-

dragon cooperatives, Ellerman (1990) developed one of the most well-elaborated

models in this tradition.11 Cooperative ownership provides a far-reaching material

foundation for democratic self-governance, as democratic decision-making power

can extend to a wide range of crucial domains, including working conditions, pro-

duction goals, profit objectives, hierarchies within the firm, income differentials,

and more. It provides a material basis for democratic self-governance within the

corporation, because it disables the threat advantage of external investors, and it

does so quite simply: There are no external investors anymore who could threaten

to disinvest. In cooperative ownership, democratic control rights and ownership

converge to one of the highest possible degrees. Cooperative ownership also means

that the opportunity for capitalists to exploit workers is overcome from the outset,

almost a priori, since the division and asymmetry between capital and labor is sub-

lated.12 Finally, cooperatives are also less profit-driven than stock corporations, as

their production activities are more strongly oriented toward use-values, and they

aremore deeply embedded in local communities, since control rights over property

do not rest with distant shareholders. All of this means that cooperatives typically

fare better than stock corporations in terms of their ability to take into account

important public goals and values, such as sustainability.

In principle, all of this seems to speak in favor of this corporate form, which

naturally leads to the expectation that cooperative ownership would be all over

the place. Yet, this is not the case, in capitalist economies cooperatives are quite

rare. Sure, a significant part of western capitalist markets is organized coopera-

tively, ranging from credit cooperative via housing and consumers’ cooperatives

through to processing and utility cooperatives, but especially worker cooperatives

are relatively seldom, hence the title of a Jon Elster’s seminal paper: ‘If Cooperative

Ownership is So Desirable, Why are There So Few Cooperatives?’ (Elster 1989). At

this point, the systematic worrymust be that this is due to internal flaws of this cor-

porate form, to which I will return in the next section. In addition, it is telling that

11 See also Dow’s life’s work: Dow 2003, 2019. Cooperative ownership now celebrates a certain

revival, definitely in political theory (Wright 2010; Gourevitch 2015; Gonzalez-Ricoy 2020). The

Mondragon cooperatives, among the largest companies in Spain and employing 80,000 employees

worldwide, make it clear that even in contemporary, complex market economies with many very

large companies, worker cooperatives of enormous size and considerable investment volumes can

operate successfully (Pérotin 2018, 6).

12 In the ideal cooperative, wage labor does not exist, all personnel of the company belongs to

the cooperative membership, which collectively own they firm’s assets. In reality, however, most

cooperatives employ a certain amount of wage labourers, a contested issue to which I return at the

end.
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there is only very limited number of proposals for generalizing this form of own-

ership, that is, society-wide models of cooperative ownership.13 One of the most

daunting challenges in this respect is that cooperative ownership might require

every member of society to buy cooperative shares, a notion which immediately

seems profoundly illiberal.

(ii) Worker Self-Management: Worker self-management is the best-known

model of social ownership in the market socialist tradition, most prominently elab-

orated by Schweickart (2011), and sharing similarities with Yugoslavia’s economic

system.14 In market socialist economies, corporations compete on the market, but

they are not in private ownership, and there are no external shareholders, instead

they are publicly owned. Under worker self-management, enterprises secure their

funding from public banks, while paying a leasing fee for their funds, propor-

tionate to the capital assets they oversee. In a certain way, the fee is similar to a

“flat-rate tax on the capital assets of all productive enterprises” (Schweickart 2011,

57). While belonging to society collectively, the socialized enterprises are governed

by its employees, not by the state, and certainly not by shareholders, since stock

ownership is abolished. Here, too, the threat advantage of external investors is neu-

tralized. In contrast to comprehensive planning, the socialized enterprises of the

market socialist model engage in market transactions, they operate on the market

to buy the inputs they need and to sell the products and services they offer.

Without going into detail, it can be said that worker self-management comes

with several problems, particularly false incentives both for workers and for the

state/public banks. A key issue in market socialism, in terms of false incentives for

the state or public banks, is the concentration of power.While enterprises are nomi-

nally owned by society as a whole, in practice, this means that the entire productive

assets of society are under the control of centralized institutions, such as public

banks or the central government, which are managed by a small group of experts.

The legitimate liberal concern is that power corrupts, and that control over produc-

tive resources is one of the most dangerous sources of such power (Friedman 2020,

26–33). Additionally, the well-known problem of soft budget constraints, identified

by economist Kornai (1980), occurs when governments protect failing enterprises,

especially large ones, to avoid social instability or political fallout. This reliance

on bailouts reduces the incentive for enterprises to improve efficiency, while also

straining public finances and misallocating resources. In terms of false incentives

for workers, there is the issue that under worker self-management, workers benefit

from public resources without being personally affected by business failure or the

loss of capital. This can lead to overly risky or negligent business conduct. Thus, the

13 For notable exceptions, see Ellerman 1990, Jossa 2012 and Reuten 2023.

14 Other theorists include Vanek 1970 and Weisskopf 1993.
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public banks, as major lenders, have reason to be concerned that workers will use

their decision-making authority opportunistically (Thomas 2017, 223–46).

(iii) Socialist stock markets: Socialist stock markets might sound like a con-

tradiction in terms, and even outside of a socialist framework, there are numer-

ous reasons for skepticism toward stock markets. However, there are influential

models of socialist stock markets, including those by Roemer (1994) and Corneo

(2018), which are based on the assumption that there are important reasons for

allowing some form of stock ownership: Stock markets gather and convey informa-

tion about the economic performance of companies in a decentralized way, which

reduces the need for bureaucratic monitoring and control by a centralized institu-

tion.15 The concentration of economic power in centralized institutions, particularly

public banks, is substantially reduced, something that I highlighted as a key disad-

vantage of theworker self-managementmodel. In addition, the seductions of overly

soft budget constraints are held in check, since the stock market puts discipline on

unprofitable and inefficient firms to improve their performance.16

One of the most well-known models was developed by the economist Roemer

(1994). It operates with dual-currency system, introducing a distinct ‘currency’ for

stock shares. Since themodel is somewhat complex and technical, I focus on another

model that retains the stock market in its current form, avoiding the complex

institutional overhauls required by Roemer’s model. Giacomo Corneo developed

a model for socialist stock markets that places special emphasis on public owner-

ship (Corneo 2018). Corneo’s model requires the state, in the form of the ‘Federal

Shareholder’, to hold a majority stake in all publicly traded stock corporations of

a given society, that is, a stake of at least 51 % of the total equity of each stock

corporation. By holding a majority stake, the democratic public, represented by

the Federal Shareholder, would have a substantial influence over decision-making

processes within stock corporations. Although private shareholders still wield sig-

nificant influence over corporations – because of their ever-present threat of selling

shares – their threat advantage is diminished to a considerable degree. Moreover,

the Federal Shareholder works as a direction device, steering corporate activities

toward the common good and aligning them with important public values such as

distributive justice, sustainability, or human rights. Fundamentally, society would

15 See Corneo 2017, 168–97; Roemer 1996, 30.

16 These are someof themajor arguments often invoked in support of stockmarkets. I refrainhere

froma comprehensive assessment, instead, I provisionally accept stockmarkets, on the assumption

that calling for their complete abolition carries a significant burden of proof, likely greater than

the burden of proof for their provisional acceptance.
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have much broader opportunities to decide on the surplus generated in the econ-

omy as a whole.17

Again, without going into detail, it can be said that the idea of socialist stock

markets comes with several problems. Fundamentally, it allows for too much scope

both for stock markets and for centralized state power, at the expense of worker

ownership and democratic decision-making at the workplace. Giving the state a

majority stake and control rights in all stock corporations leads to an enormous

concentration of power in the hands of the state. At the same time, the logic of

stock markets remains untouched to a considerable degree, which is troublesome

because of the many normative defects of stock markets: Among these normative

defects is the tendency of stock markets to foster a narrow focus on bare numbers

among shareholders, that is, on maximum dividends and stock value increases,

which pressures management of stock corporations to deliver immediate returns

to shareholders and to prioritize profits over a whole range of important public

values.18 Stock markets are also said to encourage speculative tendencies and herd

behavior, which leads to market bubbles with strong price fluctuations upwards

and sudden crashes afterwards. Finally, stock markets subject those who toil in the

factories to the dictates of blind market forces. Their fate depends on the narrowly

self-interested decisions of an amorphous mass of isolated shareholders, rather

than allowingworkers to take democratic control over the conditions in which they

work.

5 Challenges of Cooperative Ownership

The comparative analysis of the threemost important forms of social ownership has

shown that cooperative ownership is the most promising model, both compared to

capitalist firms and to competing models of social ownership. It fares best in terms

of enabling democratic corporate governance, particularly because it effectively

disables the disinvestment threat of private investors and ensures a strong conver-

gence between control rights and ownership. Moreover, it socializes capital from

the bottom up, thus avoiding over-centralization of control over collectively owned

assets, a problem that affects both Schweickart’s worker self-management model

and Corneo’s model of socialized stock markets. At the same time, members of the

17 Nancy Fraser emphasizes this point as follows: “A socialist society must democratize control

over social surplus. Itmust allocate surplus democratically, deciding via collective decision-making

exactly what to do with existing excess capacities and resources – as well as how much excess

capacity it wants to produce in the future, indeed whether it wants to produce any surplus at all.”

(Fraser 2020, 293)

18 For this and the following criticisms see Lapavitsas 2014.
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cooperatives acquire a personal stake in the company, preventing the emergence

of false incentives, which plagues worker self-management.

Now the problem is that, despite its many advantages, cooperative ownership

remains relatively scarce (Elster 1989). If cooperative ownership is so desirable on

normative grounds, why is not the preferred form of ownership for most empiri-

cally existing corporations? At this point, the systematic concern must be that the

scarcity of cooperatives results either from inherent flaws in this corporate model

or from legitimate aversions to it.

The response must be sufficiently nuanced. There are in fact unfair disadvan-

tages for cooperatives under capitalism, but itmust also be acknowledged that there

are inherent problems with this particular corporate form. One obvious form of

unfair disadvantages for cooperatives is capitalism’s “wealth inequality constraint”

(Bowles and Gintis 1993, 96): Those who could benefit most from cooperative mem-

bership can afford it the least. Under conditions of class inequalities, most people

simply don’t have the money to afford to buy the cooperative shares, which, as

noted before, may cost up to two annual incomes (Thomas and Logan 1982, 149).

So, there is a sad irony: workers with no assets, who are forced to sell their labor

to corporate giants, have the greatest objective interest in becoming cooperative

members, yet they are the ones least able to realize that interest.

Under a system of universal inheritances, things would be different, it would

give people the real opportunity to become a member, that is to acquire a member

share. Yet, even then, there are obstacles to cooperatives: One important obsta-

cle is that company founders usually reject the cooperative form for reasons of

self-interest. They neither want to share control nor profits (Ben-Ner 1988, 290). In

capitalist societies, the vastmajority of company founders chooses a corporate form

that allows for hiring and firing employees easily, which, from their perspective, is

important in times of strong company growth or sudden economic slumps. So there

is a “hiring bias” (Malleson 2015, 83) in capitalists markets, a bias in favor of hiring

employees rather than recruiting co-members or co-owners. There is no reason to

think this would be any different in a property-owning democracy. This means that

capitalist companies tend to be more prevalent than cooperatives simply because

they confer special advantages on a particular group of individuals, namely com-

pany founderswho canmonopolize profits and control, even if capitalist companies

and cooperatives are on equal economic footing, for example, in terms of produc-

tivity. Therefore, the paucity of cooperatives is not necessarily due to their own

flaws or the superiority of their capitalist counterparts; rather, it may be the result

of self-interested decisions made by a minority. This is not meant to criticize the

self-interested behavior of capitalists as inherently unfair, but rather to highlight

how the actions of a tiny elite can produce substantial and unfair disadvantages for

cooperatives.
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Yet cooperatives not only suffer from unfair disadvantage, there are also prob-

lems intrinsic to this particular corporate form. A major problem is financing. Usu-

ally, cooperatives rule out issuing shares to external investors, since they would

assume partial ownership of the company, and thus partial control over it, yet with-

out working in it. Cooperatives primarily raise capital by gaining new members or

by retaining their earnings. But gaining new members is much more difficult than

issuing shares. Cooperatives face the difficulty of having to find newmembers who

are willing to pay the membership while at same time being willing to work in the

company. This is obviously miles away from the situation a stock corporation faces

(Dow 2003, 249–53). It can easily find people from around the globe to buy shares,

and buying a share can be done almostwithoutmoving an inch, for example, simply

by clicking on a trading-app.

Apart from raising capital by attracting new members willing to buy coopera-

tive shares and using retained earnings, cooperatives finance themselves through

debt, either in the form of loans from banks or tradable bonds. But compared to

issuing shares, this formof financing comeswithmany drawbacks aswell. Themost

obvious reason is that debt has to be paid back, while issuing shares invites new co-

owners into the business, thus requiring no repayment. Moreover, stock ownership

provides greater flexibility: Issuing shares does not come with immediate financial

obligations for the company, as dividend payments are determined by the company

itself, while debt requires fixed interest and repayment rates. Given typical mar-

ket fluctuations and uncertain profit expectations, the greater flexibility that stock

ownership provides is a significant advantage (Williamson 1985). Finally, banks are

often hesitant to offer loans, depending on the availability of a collateral to secure

the loan, while issuing shares does not require collateral (Dow 2003, 186–9). Stock

corporations, therefore, enjoy a much greater flexibility to secure their financing

compared to cooperatives. As a result, the prevalence of cooperatives significantly

depends on capital intensity: The higher the capital intensity, the less likely the

cooperative form, a pattern which is confirmed empirically (Dow 2003, 118). Lim-

ited access to a wide range of sources of financing is a distinct disadvantage for

cooperatives.

There is yet another intrinsic disadvantage of cooperative ownership, which

is known as the portfolio problem (Jensen and Meckling 1979): Cooperative mem-

bership requires investing in cooperative shares. The members must invest a large

portion of their assets where they are employed. Their wealth is largely tied to a

single investment, which in turn is tied to their workplace. If the cooperative fails,

members lose both their financial investment and their job, their source of regular

income. It is, of course, in the legitimate self-interest of individuals to avoid such

a heightened risk, that is, the risk of simultaneously losing both their savings and
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their livelihood. Therefore, there are at least to some extent legitimate aversions

against becoming a member of cooperative.

6 Plural Cooperativism

We’ve seen that, in a capitalist context, cooperatives suffer from unfair disadvan-

tages, but we’ve also seen that there are problems intrinsic to this particular cor-

porate form. Given that cooperative ownership is still strongly desirable on many

grounds, most of all in terms of democratizing corporate governance, is it possible

to find an institutional arrangement where cooperativism is universal? Is there a

model that universalizes cooperative ownership while also mitigating its internal

flaws? Plural Cooperativism is an attempt to provide an affirmative answer. It is

a hybrid model that combines the three forms of social ownership, namely coop-

erative ownership, worker self-management and socialized stock markets, while

also leveraging the specific advantages of the unbundling approach. The goal is to

offset the particular weaknesses of each model while mutually reinforcing their

distinctive strengths.

The term ‘Plural Cooperativism’ already suggests that cooperative property is

at the center of the hybrid. But the model is also ‘plural’: It is plural in a particular

sense, allowing for, and systematically combining, a variety of ownership forms.

Plural Cooperativism is based on cooperative ownership, but it may include lim-

ited forms of private stock ownership, complemented by public stock ownership.19

It envisions a structured diversity of ownership forms: (i) The Cooperative Foun-

dation: The center of the model is cooperative ownership. The cooperative form is

universalized, which means that business corporations basically operate as coop-

eratives. (ii) Strong Public Banks: Cooperative firms are supported by strong public

banks, similar to Schweickart’s model of worker self-management. (iii) Conditional

Private Shareholding: There is the limited possibility of capital supply by private

outside investors. But this possibility depends on two conditions: (a) Public Coun-

terbalance: As soon as private shareholders participate in financing cooperatives,

the public sector joins in as well, modelled on Corneo’s Federal Shareholder. (b)

Limited Control Rights: The power of private shareholders is additionally restricted

by curtailing their formal control rights, following the reallocation of control rights

advocated by the unbundling-approach.

In the following, I will go through features (i)–(iii) step by step. But already at

this point it is evident that under Plural Cooperativism, plurality is something else

19 For another hybrid model see Vrousalis 2020, who tries to combine Schweickart’s worker self-

management-model with Roemer’s socialized stock markets.
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than amorphous arbitrariness; it is the opposite of an anything-goes pluralism that

would allow for any number and combination of ownership forms. Rather, plurality

means a structured and systematic form of diversity that brings the relevant forms

of ownership into a desirable and stable balance. This blocks the possibility that the

cooperative form is undermined or crowded out by conventional capitalist firms,

which would inevitably happen in a free-for-all scenario due to the disadvantages

cooperatives face compared to capitalist firms, disadvantages that include, as we’ve

seen, significant unfair disadvantages.20

(i) The Cooperative Foundation: The center of the model is cooperative owner-

ship. The cooperative form is universalized, private businesses basically operate as

cooperatives. This does not mean there are can be no other forms of socially owned

businesses. There is surely room for publicly owned corporations, as well as corpo-

rations under steward or trust ownership. However, capitalist enterprises, whether

privately held businesses or stock corporations, are abolished. They are replaced

by cooperative forms of business.21 Cooperative ownership should be the regula-

tory ideal because it allows for the strongest form of democratic self-governance

of the firm, most importantly by eliminating the disinvestment threat posed by

external investors. Compared to worker self-management under market socialism,

cooperative ownership comes with a number of advantages: An obvious advantage

is that we are already familiar cooperative ownership since it exists and functions

sufficiently well in the midst of our capitalist market economies; in comparison,

the track record of worker self-management under Yugoslavian market socialism

is mixed at best, and quite difficult to assess because of the unique historical and

political circumstances (Estrin 2010). Another important advantage of cooperative

ownership is that capital is supplied by the members themselves, so that property

is socialized from the bottom up; in the self-management model, by contrast, work-

ers largely depend on the favor of public banks for their capital supply. Moreover,

20 See also Errasti et al. 2025, focusing on the pressures Mondragon faces in the global capitalist

market.

21 I assume here that under Plural Cooperativism, cooperatives adopt an “indirect ownership”

structure, similar to ESOPs in the USA and the Mondragon cooperatives (Ellerman, Gonza, and

Berkopec 2022, 8). In this system, employees do not directly own cooperative shares, which means

they cannot sell or trade shares to outside investors. Instead, employees hold shares in a sepa-

rate legal entity, with individual capital accounts that determine their share of the firm’s profits.

This form of indirect ownership is key to ensuring the sustainability of cooperative ownership, as

it addresses the notorious problem of ‘degeneration’ (Dow 2003, 221–6) that affects cooperatives

with direct individual ownership. ‘Degeneration’ typically occurs when cooperatives with direct

share ownership become especially successful and their share price rises; this gives members of

the cooperative an incentive to sell to outside investors who can afford the higher price, while

new workers may be unable to purchase cooperative shares. Over time, this causes ownership

to shift to external investors, with more and more employees becoming wage laborers instead of

member-owners.
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within the cooperative framework, members of the cooperative acquire a personal

stake in the company, a direct involvement, which prevents the emergence of false

incentives that the self-management model provokes. Members of cooperatives are

personally affected by business failure and the loss of capital, which means they

have a direct incentive to avoid overly risky or negligent business conduct.

Now, when the cooperative form is universalized, a gigantic challenge arises. It

seems that this requires every worker to buy cooperative shares, something many

may perceive as deeply illiberal. This is the Achilles’ heel of universalizing the coop-

erative form. There is no way around making financial contributions to the coop-

erative fund mandatory. That is, each member of society is obligated to contribute

parts of his or her personal wealth to the cooperative that he or she joins. As noted

above, the required amount can be quite substantial, potentially ranging to asmuch

as two full years’ income. The shares the members of a cooperative are required to

purchase carry the risk of loss; if a cooperative fails, its members’ investment is

gone. This means that underpinning workplace democracy with social ownership

quite literally comes at a price.

As we shall see, Plural Cooperativism is specifically designed to reduce the

required number of cooperative contributions. This is achieved through feature

(ii), Strong Public Banks, and feature (iii), Conditional Private Shareholding, both of

whichwill be explained in amoment. Nevertheless, substantial contributions to the

cooperative fund are still necessary, and mandating these contributions continues

to pose a significant burden.

Recall, however, that I presupposed a property-owning democracy as a mini-

mal starting point, with a system of universal inheritances (or capital grants) at its

core. Unlocking the potential of universal inheritances paves the way to overcome

the conundrum. To reduce the burden of mandatory contributions, we can envi-

sion a simple mechanism for using the inheritances or grants: A significant portion

of the universal inheritance that every citizen receives is earmarked from the out-

set. It can only be used for buying cooperative shares in the particular cooperative

one is about to join. Earmarking a portion of the universal inheritance in this way

should be seen as the proper form for society to pass down a share of its accumu-

lated collective wealth to younger generations. As beneficiaries of this wealth, the

younger generation is, in turn, entrusted with the obligation to contribute to the

cooperative venture of social cooperation – and to do so, quite literally, within the

framework of a cooperative enterprise.

However, despite the fact that contributions to the cooperative fund can be

financed by universal inheritances, the price tag for underpinning workplace

democracy with social ownership remains significant. But there is no way around

universalizing the obligation of contributing to the funds of the various coopera-

tives. We must come to see it as a shared collective obligation that we impose on
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ourselves for good reasons. There is nothing intrinsically illiberal about self-

imposed collective obligations, they are part and parcel of liberal democracies. They

come in many forms, such as tax duties, mandatory education, mandatory health

insurance, conscription etc., and they can be justified when they are necessary

to provide significant public goods or realize fundamental values, such as a func-

tioning statehood, education, universal healthcare, or military defense. Democratic

corporate governance is such a fundamental value.Whenwe impose collective obli-

gations on ourselves for good reasons, they are not a restriction of freedom but

rather an expression of it.22

(ii) Strong Public Banks: The cooperative firms are supported by strong pub-

lic banks, similar to Schweickart’s model of worker self-management; they make

affordable loans available to everyone, which reduces the size of the required coop-

erative share significantly. Strong public banks are nothing outlandish; in Germany,

the KfW serves as a prime example of a publicly owned investment and devel-

opment bank. Since cooperative firms under Plural Cooperativism have access to

various funding sources, includingmember contributions, private capital, and pub-

lic funds, the role and influence of public banks diminish significantly, which limits

the power of centralized institutions. Moreover, because members of cooperative

firms have a personal stake in the company, their interests align more closely with

its success, which discourages risky or negligent behavior at the expense of the

public.

(iii) Conditional Private Shareholding: Plural Cooperativism allows for the lim-

ited possibility of capital supply by private outside investors, depending on two

conditions, namely (a)A Public Counterbalance, as well as (b) Limited Control Rights

for private investors. Before explaining (a) and (b), it must become sufficiently clear

why to allow for private outside capital in the first place. As we’ve seen, despite

the normative defects of stock markets, there are several good reasons to provi-

sionally accept this institution, provided that it is democratized by a significant

degree of public share ownership: The concentration of economic power in central-

ized institutions is substantially reduced, and the temptations of overly soft budget

constraints are contained.

Moreover, we should take into account additional reasons for allowing the pos-

sibility of private outside capital, reasons that are particularly important because

they are grounded in the interests of the members of cooperatives themselves. It

should be quite obvious by now that allowing some form of stock ownership makes

it much easier for cooperatives to raise capital. Those who invest in the firm are

not required to also work there, so their investment can come from almost any

22 Obviously, this is a reference to Rousseau’s idea of democratic autonomy: Rousseau 1997, Book

I, ch. 8.
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place at any time, unfettered by geographical constraints and social ties to a partic-

ular place. Allowing some form of stock ownership also means that the members

of cooperatives can pass some business risks on to shareholders. They can pool

their business risks much more broadly, which means their own risk decreases

(Corneo 2017, 168–97). Conversely, the portfolio problem faced by members of

cooperatives is significantly reduced. Since allowing external shareholding

decreases the required number of cooperative shares held by members, they can

invest a larger part of their resources elsewhere in order to spread, and thus reduce,

risk. These are some of the reasons that speak in favor of stock markets even from

the perspective of cooperatives, and in fact, in some countries cooperative law has

been amended to allow for minority equity-holding by external non-members.23

Let us now turn to the two limiting conditions for allowing private outside

investments:

(a) Public Counterbalance: As soon as private shareholders participate in

financing cooperatives, the public sector joins in as well, modelled on Corneo’s Fed-

eral Shareholder. Public shareholding by the Federal Shareholder counterbalances

the power of private shareholders, and it ensures that the public interest is asserted

against the narrow interests of private shareholders. Thus, cooperative ownership

forms the backbone of the model, and when private shareholding occurs, public

shareholding establishes a balance of power. Social ownership in its various forms

maintains superiority over private ownership.

(b) Limited Control Rights: The second condition for allowing private share-

holding pertains to control rights: The power of private shareholders is additionally

restricted by curtailing their formal control rights. This is where the unbundling-

approach comes back into play. Private shareholders are granted onlyminority con-

trol rights. The percentage of shareholder representation in corporate governance

could lie somewhere between Ferreras’s and Jay’s models; between Jay’s proposal

of a complete withdrawal of control rights and Ferrera’s two-chambermodel, there

is ample scope for different possibilities: In principle, minority representation of

shareholders could range somewhere between one and 49 percent. So, in case a

cooperative’s equity consists of 40 % from private shareholders, it would be coun-

terbalanced by 40 % public share ownership. Yet still, under the model, it would

23 In Italy, cooperative lawpermits external equity since 1992 (Smith 2003); in Spain, contributions

fromnon-members are permitted to up to 45 %of the total equity capital (González-Ricoy 2020, 416).

It is certainly a question how precisely outside shares relate to the cooperative shares of the mem-

bers. This issue arises because outside shares would presumably need to be tradeable, whereas, in

cooperatives with indirect ownership (as described above in footnote 21), cooperative shares are

not tradeable. This discrepancy creates potential tensions, but the challenges do not seem insur-

mountable. For example, one could think of linking the value of non-tradeable cooperative shares

to the market value of tradeable outside shares to some extent.



152 — H. Kuch

be entirely possible to permit only a 20 % minority representation of shareholders

on the cooperative’s board. As a result, shareholders would have lost their formal

dominance in the company, yet at the same time, they would not have lost any

kind of control right. Contrary to what Jay’s model suggests, granting at least some

control rights to private shareholders is important: Private shareholders surely

have a legitimate claim to have some say in what happens with their wealth.

Plural Cooperativism demonstrates that cooperative ownership can be com-

plemented by other forms of social ownership, both by assigning a major role to

public banks, and by allowing a well-balanced combination of private and public

stock ownership. To recap the argument: the major point simply is that there are

strong reasons for democratizing corporate governance, yet in order to achieve its

immanent claim, democratic corporate governance must be underpinned by social

ownership. The analysis of the various forms of social ownership made it clear that

cooperative ownership must be the major way to realize social ownership. Fortu-

nately, however, nothing requires cooperative ownership to carry all the load on its

own.

The fundamental rationale for underpinning democratic corporate gover-

nance with social ownership was to shield democratic businesses from the disin-

vestment threats posed by private shareholders. Ultimately, the question iswhether

Plural Cooperativism is achieving the goal it has set for itself: Since Plural Cooper-

ativism does not completely abolish stock markets, private shareholders still wield

material power over the firms in which they invest. They can still threaten to sell

their shares. Given the persistence of this threat, can Plural Cooperativism hold up

in the face of disinvestment threats from private shareholders? The answer is Yes.

When private shareholders threaten to disinvest, the cooperative and public cap-

ital with which corporations are equipped serves as a safety buffer. Even when

private shareholders withdraw and the share price plummets, cooperatives have

much less to worry about in terms of securing access to new financing. They can

rely on their own and public resources, making their creditworthiness and abil-

ity to borrow funds far less dependent on the whims of shareholders. As a result,

shareholders largely lose their threat advantage.

At the same time, in Plural Cooperativism, stock markets still exist. They still

have a function to play: And this is precisely to convey information about the eco-

nomic performance of companies, and to put some discipline on unprofitable and

inefficient firms. This means that a sell-off by private shareholdersmight give coop-

eratives reason to change direction. Therefore, a massive stock sell-off leads to a

zone of ambiguity. Is it a sell-off for illegitimate reasons, e.g., because the coopera-

tive rejects exploitative behavior? Or does the sell-off occur because shareholders

have identified genuine inefficiencies within the cooperatives?
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The point of Plural Cooperativism is to politicize this ambiguity in the right

way. In the event of a widespread stock sell-off, it enables a democratic response

grounded in normative principles. Two scenarios can be schematically contrasted:

(a) Sell-off for illegitimate reasons, e.g. because the cooperative rejects exploita-

tive behavior: The company still has a solid capital stock, and the Federal

Shareholder might have to step in as countervailing force by providing addi-

tional resources.

(b) Sell-off due to internal inefficiencies: The cooperative has reasons to change

course, and the Federal Shareholder has reasons to push for it.

This does not mean that finding a democratic response is easy. The situation will be

complex and contested, with many voices contradicting one another. However, the

point is that Plural Cooperativism makes it possible in the first place to challenge

and push back against the anonymous power of investment decisions by private

owners, allowing for the possibility of shaping themarket dynamics democratically,

not simply from the outside and ex post, but from within.

7 Challenges and Objections

One thing is almost crystal clear: Plural Cooperativism implies certain limitations

on personal autonomy and is quite likely to lead to some efficiency losses compared

to capitalist corporations, normative drawbacks that might be viewed as particu-

larly troublesome, since personal autonomy and efficiency are often regarded as

among the most important values for justifying the market economy. Even more

troublingly, these values are also central to several influential theories of justice,

most notably Rawls’s theory of justice, which remains one of the most widely dis-

cussed frameworks in contemporary political philosophy. I use it here as a minimal

starting point, providing the basis for my argument that certain limitations on per-

sonal autonomyand some efficiency losses donot, in themselves, constitute decisive

objections, at least within the framework of Rawls’s theory of justice.

To startwith personal autonomy: Towhat extent is it limited under Plural Coop-

erativism? Note, first, that Rawls – for good reason – explicitly excludes a right to

private ownership of the means of production from the general right to private

ownership (Rawls 2001, 114–5), and for him, freedom of occupation does not entail

a right to wage labor in capitalist enterprises.24 Moreover, under Plural Coopera-

tivism, everyone has the right to establish a cooperative at their discretion, as well

24 Which is why, for Rawls, liberal socialism – where capitalist enterprises are abolished – is

compatible with his principles of justice (Rawls 2001, 138–9).
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as the right to choose freely which cooperative to join. All this means that Plural

Cooperativism leaves significant room for personal autonomy and basic liberties.

However, it is true that Plural Cooperativism constrains freedom of occupational

choice in someway, since capitalist ownership is banned, and the democratic, coop-

erative firm universalized. The freedom to run a capitalist enterprise or to work

in such an enterprise is abolished. In addition, mandating contributions to the

cooperative fund is a considerable burden, which restricts one’s personal auton-

omy significantly. This is true despite the fact the mandatory contributions can be

financed, in part, by the universal inheritances. Compare this to capitalist markets,

at least when embedded in a property-owning democracy, where wealth and cap-

ital is widely dispersed among all citizens: Capitalist markets certainly allow for a

greater elbow room to do as one pleases, for they allow, among many other things,

to become a capitalist as well as a wage laborer, while not even ruling out becoming

amember of a cooperative. In Rawlsian terms, thismeans that Plural Cooperativism

constrains the first principle of justice to a certain extent, because, on the face of it,

capitalist markets allow for a more “extensive basic liberty” (Rawls 1999, 53) than

Plural Cooperativism.25

Some efficiency losses will likely occur under Plural Cooperativism, since the

allocation of capital is subject to the challenging normative demand of balanc-

ing cooperative, private and public ownership. This obviously hampers efficiency,

while under capitalism, capital allocation runs comparatively unfettered, left to the

impersonal forces of supply and demand. Another reason for efficiency losses is

that democratic procedures in the cooperative enterprises may well be somewhat

more time-consuming than the procedures in non-democratic, capitalist firms. In

Rawlsian terms, however, efficiency losses affect the difference principle, which

requires making the worst-off members of society as well off as possible; this goal

may be constrainedwhen economic efficiency is notmaximized.26 So, in addition to

constraining Rawls’s first principle of justice, Plural Cooperativism constrains the

second principle of justice as well.

It is important to see, however, that Rawls himself is unequivocal in empha-

sizing that institutions must only be just, they must also foster a sense of justice.27

This is Rawls’s question of stability. Rawls underlines quite clearly that the require-

ment of cultivating a sufficiently strong sense of justice is of central importance

andmight even require revisions of the principles of justice. This idea must be con-

nected to argument from democratic virtues mentioned at the beginning: Firms

25 Rawls 2001, §13; this is the basis for Taylor’s indictment of socialism as illiberal, see Taylor 2014.

26 This is most obvious in Rawls 1999, §13.

27 See in particular Justice as Fairness (Rawls 2001, Part V) as well as O’Neill 2008, Edmundson

2017 and Kuch 2024.
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are an especially important site of forming habits of thought and action which may

or may not strengthen the sense of justice. Consider two economic systems: One

system does well in nurturing a shared of sense of justice, by fostering the habits of

thought and action conducive to democratic justice, while the other system under-

mines it, by fostering attitudes such as market egoism, corporate authoritarianism,

and fatalism in the face of blind market forces.

It is not hard to see that Plural Cooperativism resembles the first system, while

the culture of capitalist corporations resembles the second (even in a property-

owning democracy). Yet the relative strength of, and the threats to, the sense of

justice under various economic systems must be taken seriously in view of the

requirements of the stability of justice. If the sense of justice is undermined, the

principles of justice, togetherwith their institutional realization, have to be revised,

as Rawls clearly stresses: In that case, “the parties [in the original position] must

reconsider the principles agreed to and examine whether, on balance, other princi-

ples should be adopted” (Rawls 1999, 89). So, it is entirely possible that the limited

and highly specified constraints to personal autonomy and economic efficiency

under Plural Cooperativism are acceptable on the grounds that cultivating a suf-

ficiently strong sense of justice depends on it. The long-term stability of the overall

system of a just freedom for all may well take priority over maximizing personal

autonomy and economic efficiency at any cost.

No doubt there are many additional challenges and objections. Among them

are the following: Is there enough room for innovation under Plural Cooperativism?

For example, does it allow for maverick entrepreneurs pushing for highly disrup-

tive innovations (whichmight turn out to be beneficial eventually)?What about the

pressure of global competition? If Plural Cooperativism is established in one society,

does it require protectionism and capital controls? There is an especially important

question that returns to the issue of personal autonomy, but now from a different

angle: Is there any room for wage labor under Plural Cooperativism?Wage labor in

capitalist firms is unavailable, since they are abolished. But what about wage labor

in cooperatives? I conclude the paper with some remarks on this issue.

People might prefer wage labor over a full membership in the cooperative for

many reasons. The most important one surely is that wage labor does not require

contributing to the cooperative fund, and entrepreneurial risks are absent as well.

Moreover, the opportunity for wage labor offers significant flexibility in acquaint-

ing oneself with various cooperatives before committing to membership in a spe-

cific one. These are certainly innocent and reasonable grounds for valuing wage

labor. However, once some form of wage labor is permitted, a giant collective action

problem arises (Elster 1989; Fleurbaey 2008). From a purely self-interested perspec-

tive, wage labor may well be preferable to cooperative membership, not only for
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individual workers (for the above reasons), but also for cooperatives. From the per-

spective of the cooperatives, wage labor allows for a greater flexibility in hiring and

firing workers, and it prevents the dilution of control over the cooperative to ever

more members. If both workers and cooperatives decide in a purely self-interested

fashion, the cooperative form will be subverted over time. Inadvertently, however,

this results in grave normative defects for everyone.

In the literature, the problem of the subversion of the cooperative form is dis-

cussed under the term ‘degeneration’: The cooperatives slowly ‘degenerate’ into

quasi-capitalist firms, where a small elite of worker-aristocrats – the few remain-

ing members of each cooperative – exploit the numerous wage laborers; in fact,

many European cooperatives have a high proportion of wage laborers, sometimes

up to 70 percent (Dow 2003, 224). To avoid the collective action problem, a collec-

tive commitment device must be in place, for example, allowing wage labor in each

cooperative only up to certain percentage. Again, the Mondragon cooperatives may

serve as an example: Here, the proportion of wage laborers was for a long time lim-

ited to amaximumof ten percent of theworkforce (Dow 2003, 59). Yet this approach

of tackling the problem merely offers a vague indication of a potential solution,

it remains far from resolving it to a satisfying degree. Designing the details of a

commitment device that allows for some wage labor without ultimately subverting

cooperative ownership is a daunting task, since quite likely, tiny details can lead to

major problems. But this is the topic for another paper.
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