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It is the intent of this report to begin to better
understand the process of worker-initiated
business recuperations and conversions by

homing in on ltaly's worker buyout
phenomenon.
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Given the rise of the conversions of businesses
in crises by their employees in recent years in
regions and countries particularly hard-hit by
economic crises, and given the possibilities they
offer for helping local economies overcome
economic difficulties and for saving jobs, it
behoves researchers, cooperative federations,
unions, and policymakers at all levels to
understand the worker buyout process better.
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business restructuring policies, financing
mechanisms, and cooperative enabling
environment. It is the goal of this report to map
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This report strives to contribute to bridging
these knowledge gaps by more fully and
systematically documenting the history and
continued emergence of WBOs in ltaly, their
territorial extent, their survival rates, their
makeup as new cooperative firms, the specifics
of the legal and financial framework that support
them, and for ultimately establishing a research
context and agenda for securing their early
diagnosis and long-term potential.
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“Careful and gradual preparation of transfers to
employees organized in the form of worker co-
operatives can improve survival rates” of the
“approximately one-third of enterprises in
Europe [that] will transfer ownership in the next
10 years” (EC COM, 2004, p. 10). This report’s
survival and longevity rate findings for Italian
WBOs support this claim.
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“The Commission has invited Member States to
develop a framework for business transfers to
employees based on best practices to avoid
closure. As for example the single payment in
Spain (pago unico) and Legge Marcora in Italy,
which allow unemployment benefits to finance
new cooperative start-ups”. (EC COM, 2012, p.
6)
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With the lingering effects of the crisis and the
paucity of viable alternatives to it in much-tried
and failed orthodox interventions and austerity
policies, there is now a growing flurry of
proposals for new research and promotional
activities focusing on business transfers to
workers and buyouts of troubled businesses by
workers.

It is in the precise spirit of the European
Parliament’'s 2 July 2013 and 14 January 2014
resolutions, the “Taking Action” conference, and
the June 2015 Pilot Project call for proposals
that we have also decided to embark on this
research, to write and make public this report,
to detail the Legge Marcora framework, and to
complement it with the publically accessible and
emergent database of Italian WBOs.
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SPAIN

In Spain, business conversions to labour-
managed firms have been a reality since at
least the early 1970s "when workers took
over factories to save their jobs" (Jensen,
2011, p. 703). Known as Sociedades
Laborales  (labour  societies, SAL)}—
democratically governed labour-managed
firms—studies have estimated that by the mid
1980s there were around 1,300 state-funded
workplace takeovers using the SAL model
(Jensen, 2011, Paton, 1989). Today SALs
are still a vehicle for WBO formation. Spain
has introduced in recent years the pago Unico
model where, as in Italy, redundant workers
can use their unemployment insurance for
buying out their employers’ firms or for
creating new co-ops or SALs. Regional
initiatives have also promoted new WBOs.

FRANCE

France's Société Coopérative Ouvriéres de
Production (SCOP) cooperative model has
been used extensively for WBO creation,
facilitated also through supportive national
legislation and a strong worker cooperative
association, the Confédération générale des
SCOP (CGSCOP). By 2010, there were close
to 1,600 SCOPs, with 12% emerging from the
transfer of “sound companies™ and 9% from
the recuperations and conversions of “ailing
businesses" (Soulange, 2011, p. 157).
Moreover, mutual funds that can be used for
WBOs were introduced in 2006, and the new
Social and Solidarity Law passed in 2014
also promotes new WBO and LMF formation.
WEBOs in France are particularly distinguished
for their use in business succession cases of
otherwise healthy firms.

ITALY

WBOs in Italy are mainly found in the *"Made
in ltaly" regions of the Centre and the
Northeast, where over 95% of Iltaly's SME-
based manufacturing sector is located. WBOs
rely on a plethora of cooperative business
laws and development support mechanisms,
facilitated by a strong development paolicy for
creating employment-generating co-ops. Its
centerpiece is the Legge Marcora framework.
WBOs in ltaly emerge from a collaborative
approach between: workers, drawing on
various self-financing mechanisms including
advances of unemployment benefits; the
cooperative seclor, via its mutualistic fund
and other resources; and fthe sfate, via
extensive cooperative laws and loan and
share-capital financing provisions, managed
in pool by “institutional investors.”

=

BRAZIL
Empresas autogeridas in Brazil began to
emerge in the early 1990s as a conseguence
of the rise in bankruptcies and unemployment
catalyzed by a plethora of neoliberal policies
of the time, made worse by the subsequent
monetary crises of that decade. As with
Argentina, almost all of Brazil's roughly 160
empresas  autogeridas take on the
organizational structure of worker
cooperatives. The major difference between
the two countries’ is the strong support most
Brazilian autogeridas enjoy from national and
state government policies regards “solidarity
economy” initiatives, as well as the solid
presence of the umbrella organisation
Associagdo Nacional dos Trabalhadores de
Empresas de Autogestdo (National
Association of Workers of Self-Managed
Enterprises, or ANTEAG), founded in 1994
with the creation of the first aufogeridas in
Brazil.
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URUGUAY

As with Argentina's and Brazil's worker-
recuperated firms, Uruguay's 34 empresas
recuperadas por sus trabajadores (ERTs)
also began to emerge around the late 1990s
as responses to growing unemployment and
bankruptcies in a country with an economy
heavily intertwined with Argentina's and
Brazil's. The subsequent institutional
experiences of Uruguay's ERTs, however,
differ from Argentina's in that they, like
Brazil's ERTs, were supported early on by the
country’s union federation, the Plenario
Ir indical de Trabajadores-Convencién
Nacional de Trabajadores (Inter-Union
Assembly of Workers—National Workers
Central, or PIT-CNT). Uruguay's ERTs have
also enjoyed ample support from the state.
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ARGENTINA

Argentina's experience with its empresas
peradas por sus trabajad (ERTs) has
become the most illustrative case for the
emergence of recuperated firms—and
togestibn—in Latin A today. This is
because it is the largest movement of ERTs
in the region, spans across most urban
economic sectors and provinces of the
country, and because they came to the fore
during the height of popular resistance
against the implosion of its necliberal political
economy during the years spanning the turn
of the millennium Today, around 13,500
workers self- ge their workpl in 311
ERTs across the country. Emerging with
force during the economic collapse of
Argentina between 1999 and 2003, and with
an impressive survival rate of over 90%,
ERTs are still very present and continuing to
emerge in the country. ERT workers' lobbying
efforts have also managed to reform the
country’s bankruptcy and expropriation laws
that favour the creation of new ERTs.
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Four possible routes to a worker buyout: (1)
Employees form a newco that then buys some
or all of the assets of the target company in
what is known as an “asset sale” via share
capital contributions. (2) Employees purchase
some or all of the assets of a target company
via debt financing. (3) Employees first negotiate
the transference of a failing company or a
company with succession issues with the
appropriate authorities. (4) Any combination of
the above three scenarios, including co-
ownership and co-administrative  models
between employees and owners or employees
and managers of the target company.
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Three general types of worker buyouts  : (1)

the “labour conflict WBO”; (2) the “ESOP
WBO”; and (3) the “negotiated WBO".

Italy's WBOs are in general (but not
exclusively) the third type - a negotiated
WBO arrangement between exiting business
owners, employees desiring to save their
jobs, their organized labour representatives,
the state, and the cooperative sector, going
far in saving or creating at least 9,500 jobs
and the 257 firms across lItaly in our
database. Italy’s worker/state/cooperative
sector capitalization and support mechanisms
for WBOs rooted in a strong policy
framework - in essence contribute to a unique
business conversion enabling environment.
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Institutional financing entities, in collaboration & * #
with  numerous other national and local o %
cooperative development agencies, are thus &3 (
entrusted to carry out the objectives of Legge 4*1 *1 6*1
Marcora. The task of these institutional (
investors is not only to provide financing to (
employment generating cooperative societies in 4 &
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Given the rise of the conversions of businesses
in trouble by their employees in recent years in
Italy, lingering economic crisis, and the promise
offered by its multistakeholder and collaborative
Legge Marcora framework as an exemplar
worker buyout and business conversion model,
it is important, we believe, for researchers,
cooperative federations, unions, and
policymakers at all levels and within and outside
of ltaly and Europe to understand better the
intricacies of the Italian WBO model.
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Three explicit notions entrenched in legislation (3
and carried out in practice underscore lItaly’s " ( #
process of WBO formation: & &% to#

1. A right-of-first refusal for employees seeking & * "1
to buy out companies in crisis. # # & &

2. The use of workers’ own entrepreneurial # 9/
initiative and resources for investing in new $ 9
cooperatives, including the possible use of 3 " (
lump-sum payments of appropriate  * " o
unemployment benefits. 1 &+ $
3. Saving jobs and productive capacity via the g o =« (
formation of cooperatives while minimizing s 3 &% +
undue burdens to the state’s budget.
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From our research to date and the literature on
labour-managed firms and workplace
democracy, we can assert that, while a difficult
path, creating new worker cooperatives from
out of the ashes of troubled firms can be viable
responses to ongoing macro- and micro-
economic crises that otherwise lead to lockouts,
layoffs, unemployment, and failed businesses.
The “ltalian road to recuperating enterprises” is
made possible by close collaborations between
workers, the cooperative sector, and the state,
regulated by existing Italian cooperative
legislation, which includes the Legge Marcora
framework.
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The Legge Marcora funding scheme has been $ ( 3

used widely for the financing, consolidation, and
support of WBOs and for de novo and

established cooperatives focused on work- & &
generation. To do so, the law provisions two # & #
publically funded pools of money: Foncooper, a & "& #),
rotating soft-interest loan fund, and the “Special
Fund” for share-based risk capital financing. For &
WBOs, the Legge Marcora framework promotes & # &
the formation of cooperatives among workers $ + $ $ (
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Cooperazione Finanza Impresa (CFI) is Italy’s
vanguard institution for promoting and financing
WBOs. CFI’s interventions in WBO projects and
its involvement with operationalizing the Legge
Marcora provisions have gone a long way to
addressing the traditional undercapitalization
challenges of new worker cooperatives and,
moreover, promoting the WBO solution over the
years.
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apart from making it adequate to EU "o )
competition norms, implemented with a view to: &. &(& $
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The spirit of the Italian cooperative movement'’s
fondo mutualistico is ultimately rooted in the
centrality of the principle of “mutuality” in Italian
cooperative legislation and practice.
Cooperatives that emerge from WBOs are also
bound by this principle.
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In Italy there are numerous financial tools that
facilitate the establishment of a cooperative,
including those emerging from WBOs. This
hybrid legislation and cooperative movement
combination - rooted in the strong Legge
Marcora framework, the availability of multiple
forms of financial support mechanisms, and
cooperative law - goes a long way to promoting
the possibilities for the emergence of new
WBOs.
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A majority of the surveyed WBO-initiated
cooperatives have changed some aspect of
previous production processes, most tend to
keep the same target-customer base, and those
cooperatives that emerged from companies with
substantial economic problems focus on

forming production and marketing partnerships
with other companies in their sector. In general,
ltalian WBOs go a long way to not only &3
salvaging but at minimum somewhat improving
on the productive capacities of these firms,
while more than half markedly improved on the
productive capacities of the previous firm. (
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More than half of surveyed cooperatives
achieved profits over the three years previous
to the survey. This attests to the resilience and
flexibility = of these  converted  worker
cooperatives as they seem to have been able to
ride out the crisis by investing in new machinery
and production processes while keeping labour
costs at bay by adjusting salaries and member
dividends rather than laying off workers.

! ) # (% (
& $& (
JIF & #
( & # (
&
(#" #
# &
& (#" #
(#")
& #! (
$ + (
$ + $
Dt # )
3 & " #3
# & #
/0 ) * $#
# + $ & * /0)
& ( ( (#" #
$+ & " $ &%
$ +
$ # (
+ $ & #( &
6 ((" 0



! B 2( JC7 [ ,( : J7 J' JE),

( + & $ + %& & #
& $ + $3 /0 #
(#" * # & $+ 4+ (& "& #
& $ + &)
B$# & # & $ + ()
$+ & # " # (
- $+ & % #): "H (O (B %
#" & & $+ %&& $ #
( (( )B & % & $ +
'8 & $ # . # && & # #
# 8 & ( "9 N
$ + )/ ( $+
( /0 ! # & $  (
& ! J! JE)B $ $ 1
# 10 ( ( & & &
( 3" | /0 (
$ + # ( ( ( (
$& # o+ D)
& " $# /0 % #$ & " % (
(& "& 0]
#$ &

Our findings point to the tendency of
cooperatives emerging from WBO processes to
not create further unemployment once the
cooperative is formed. Over time and on
aggregate, Italian WBOs experience net # "

employment stability after recuperation and Ny * &

even some job growth when they enter the .& $ # &

expansionary stages of their development. $
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The evolution of the surveyed WBOs over time
and their overall stable economic situations
have had positive impacts on workers: job
satisfaction is high, job contracts are stable, and
WBO-generated cooperatives tend to grow
significantly over time. Moreover, the tendency
is to either increase wages when compared to
the previous firm or to keep them the same,
and, at times, when significant profits permit it,
cooperative members tap into supplemental
salaries in the form of bonuses, dividends, or
patronage refunds (ristorni).
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New, more participative firms seem to emerge o #
out of the WBO process. A promising number of $ #(
WBO-generated cooperatives have included a # e
double- or even triple-bottom line reporting ( (
mechanisms. In addiiton, most of our surveyed $ + # ) &
co-ops report that communication with #$ (#"
employees is clear, open, and democratic; that ( $ + %& &'
WBO co-ops hold numerous company-wide 4 - ( #
assemblies with an average of three per year; &( . $
and that they practice company-wide decision- 4 &
making open to the entire membership of the (& 4
cooperative. Moreover, members, our .
respondents report, have full ability to take up & o &+
administrative positions or take seats on the (& 3( (C $+%
cooperative’s administrative  board, while && (
managers and professionals are mostly # & (& #
identified and recruited from the worker $ & *
cooperative’s membership base. # $% (&(
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