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Abstract

Purpose — This study aims to examine the relationships between the rules that a cooperative membership
decides upon and members’ motives for action. It considers individual self-interest in relation with motives that
are consistent with the values of cooperation.

Design/methodology/approach — This paper comprises two parts. The first is theoretical and discusses
cooperative governance’s features in the context of individual motives. The second part is empirical and based on
survey data from Italian multistakeholder, worker-run social cooperatives. It uses cross-sectional data gathered
from 4,134 workers and 310 managers in 310 cooperatives in Italy to provide evidence of rules and individual
motives. Regression analysis confirms the existence of a linkage between individual self-interest and motives.
Findings — Rules mainly, but not exclusively, play an enabling function, which implies responding to both
nonmonetary and monetary individual motives. With greater articulation within institutions — through the
definition of multiple rights for accessing decision-making — the authors expect increases in individual
capabilities to match motives with specific organizational rules in pursuit of consistent ends. This is confirmed
by the association that the authors found between individual motives and commitment.

Research limitations/implications — The authors’ illustration is limited to one specific type of
cooperative, the social cooperative, in which prosocial motives are expected to be stronger than in other
cooperative forms, although one could say that all cooperative models emphasize procommunity and
prosocial aims. Data are cross-sectional and do not allow for the identification of causality, only of statistical
relations’ strength.

Practical implications — The continuous scrutiny and adaptation of motives and means imply that
cooperators communicate and engage in a learning process.

Originality/value — While the institutional spheres that support investor-owned organizations and self-
interested profit-maximizing behavior have been analyzed, a framework that accommodates personal control
rights and a richer view of individual motives is lacking. The value added from the paper is to suggest one.
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Paper type Research paper

1. Introduction

Cooperative enterprises can be seen as mutual-benefit organizations created by self-
organized cooperators to protect their personal control rights (Ellerman, 2017; Hannachi et al,
2020). The shift is from investor ownership aimed at maximizing profit shares, to member
control aimed at pursuing cooperators’ welfare, which is understood in monetary and
nonmonetary terms and drives cooperators to participate in the cooperative venture.
Likewise, nonmonetary motives are expected to be aligned with the values that define the
identity of a cooperative organization, which emphasizes self-help, self-responsibility,
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democracy, equality, equity, solidarity, justice, mutual help, social responsibility and caring
for others and the community overall (MacPherson, 2013).

Several authors have addressed the challenges in adhering to the specific values that
characterize the cooperative firm, for example, with respect to threats to independence from
external powers (Hernandez, 2006), managerial slack and poor participation (Spear, 2004),
incongruities between democratic processes and the external context (Varman and
Chakrabarti, 2004) or between internal democracy on the one hand and oligarchic network
governance on the other (Sacchetti and Tortia, 2016). Ultimately, cooperative values and their
workings are viewed as an end in view, rather than a stringent feature of this type of
organization (Cf. MacPherson, 2013).

The problem of harmonizing the individual and the collective dimensions is far from new.
From Smith to Babbage, specialization across society and within the firm has explained the
need for market exchange and/or administrative coordination within hierarchies (Kogut and
Zander, 1996). In both cases, contrary to conventional approaches, the individual and the
collective spheres are not necessarily in conflict. The fact that the cooperative identity is
defined by values that are consistent with those of the cooperators implies the existence of
bidirectional correspondence between the individual and collective spheres, considering that
the organization’s values also define what is in the cooperators’ interest. Thus, in principle,
self-interest also aligns with cooperators’ shared interest, which is expressed at an
organizational level. Within a cooperative venture, in theory, self-interest is attributed to
individual motives consistent with the values that drive the cooperative organization. The
implication from our analysis is that we approach cooperation without opposing the
individual and collective spheres, but rather ask what type of collective rules are consistent
with individual motives that drive cooperators. In the empirical part of the paper, we take
worker commitment in terms of willingness to exert increased effort as the criterion variable
connecting motives, values, and organizational processes.

Cooperatives are expected to behave in the best interest of their members, that is, cooperators,
but in some instances, cooperatives’ solutions to market failures, as well as to investor-owned
firms’ failures, cannot improve members’ welfare. Scholars from different scientific approaches
repeatedly have emphasized that cooperative governance also may suffer from failures (cf.
neoclassical accounts developed by Vanek (1977) or the seminal contributions to institutional
theory by Ostrom (1990) and Hansmann (1996). When internal inefficiencies lead to
underinvestment (Furubotn and Pejovich, 1970; Vanek, 1970), when cooperative behaviors
erode because of free-riding problems (Dawes and Thaler, 1988; Ostrom, 1990) and when access
to strategic control is confined within a single stakeholder group because of high governance
costs (Hansmann, 1996), cooperatives fail to allocate their resources effectively and efficiently.
Failure also can occur when the cooperative strategy mimics that of investor-owned firms. Bager
(1994), for example, inquired about transformations of cooperatives into for-profit firms. By the
same token, Chaddad and Cook (2004), Fulton and Hueth (2009) and Nilsson (2018) provided an
account of how the growth of agricultural cooperatives can engender the spoiling of their
cooperative nature. Failures also may occur when negative external effects are produced with
other parties. For instance, Sacchetti and Tortia (2016) examplified a case in which large
cooperative groups may coordinate with subsidiaries or with their external suppliers without
following cooperative principles. In all these cases, effective and efficient allocation breaks down,
and the welfare of members, stakeholders and the community at large decays. The issue can be
viewed as a coordination problem. When resorting to administrative coordination, the same
costs that can cause market failure (e.g. power and information asymmetry) can generate the
cooperative failure to act in cooperators and stakeholders’ best interest.

Among the critical stances, most notable is the one raising the issue of members’
heterogeneity, which would impair the organization’s ability to reconcile individual motives
and collective objectives (Hansmann, 1988, 1996). From this perspective, heterogeneous



individual preferences, indeed, can cause divergence between the two dimensions and even Governing
contrasts. Such organizational frictions usually are represented by inflated decision-making cooperatives
and/or governance costs relative to more traditional hierarchical solutions (e.g. sole and individual
proprietorship in investor-owned companies). From our perspective, heterogeneity .
undoubtedly can endanger the organization’s ability to conjoin the individual and collective motives
spheres, as members’ different needs and demands may not be matched properly by collective
outcomes, and contrasts are not to be excluded (lliopoulos and Valentinov, 2017). 183
Organizational failures in reconciling the two dimensions are viewed as potential threats,
which are to be tackled by organizational governance, but which need not violate the possibility
of achieving superior collective outcomes. Heterogeneity can be screened, filtered and managed
upon entrance through proper governance and working rules to favor consistency between
individual and collective values (Commons, 1950; Ostrom, 1990). Different positions of
individuals or groups of members can be factored in and made compatible through
involvement in different processes and bodies. Eventually, heterogeneity is accounted for
through an organizational synthesis that mediates between different, or even diverging,
motives. The outcomes from such interactive processes cannot be predicted in advance and
need not be successful, but respond to the need for open-ended self-organization and production
of new rules by the same actors that undergo them, in search of welfare-increasing solutions
(Ostrom, 1990; Hannachi et al, 2020).

Consistently with these premises, this study examines the relationships between the rules
that a cooperative membership decides upon and members’ motives for action. The paper is both
theoretical and empirical. The theoretical part is followed by a descriptive presentation of cross-
sectional worker data from a national survey of Italian social cooperatives, which are worker-run
and multistakeholder (as in Travaglini, 2012). Regression analysis is used to examine the
linkages between motives for action and commitment, organizational processes and values.

The paper proceeds as follows: Section 2 discusses the state of the art and considers the nature
of organizations controlled by cooperators, as well as some of the dilemmas associated with it.
Section 3 spells out the theoretical frame, focusing on working rules and governance in
cooperatives, as well as some of the relevant differences between investor-owned and cooperative
organizations. Section 4 presents the empirical methodology, some descriptive statistics and the
regression results. Section 5 discusses the theoretical frame in light of the descriptive evidence
and regression results. The relationship between the collective sphere (defined by cooperative
rules, aims and personal control rights) and individual motives is generalized.

2. Literature review and theoretical background

Cooperatives can be viewed as instances of self-organization of economic activity in terms of
collective entrepreneurship, as cooperators engage in democratic action and are in charge of
collectively defining their organizations’ working rules and production objectives (Reich, 1987;
Stewart, 1989; Connell, 1999; Spear, 2012; Vieta et al, 2016; Yan and Yan, 2016; Hannachi et al,
2020) [1] Collective action implies that the cooperator shares broad fundamental values and
specific motives to a large extent. Cooperators can be driven by a homogeneous set of motives
(e.g. to reflect producers, workers or consumers’ interests) or a variety of motives, as in
multistakeholder cooperatives (e.g. when membership includes users and workers together).
However, multistakeholder governance requires common understanding of transversal values
and the common mission. Self-organization allows for different patrons to position themselves
in the best possible way within organizational governance. Positioning is not guided
exclusively by economic criteria (efficiency), but also by the formative process of the associative
pact on which the organization is founded. This pact recognizes the common factors
represented by cooperative values, which are related to different needs and expressed in
different ways by different groups of patrons, but are based on the unifying principles of
solidarity, equity and democracy (Sacchetti and Borzaga, 2020; Hannachi et al, 2020).



TSE
48,2

184

Within this institutional scenario, scholars have identified some open issues, which we
summarized further.

2.1 Income-maximizing choices and loose institutional contexts

When members are driven by profits rather than by objectives based on cooperative values,
management will follow income-maximizing choices (cf. Ward’s model of a worker
cooperative; Ward, 1958). For example, consider the wave of demutualization, which took
place in the United Kingdom particularly after the 1986 Building Societies Act, which
increased incentives to demutualize, favoring corporate managers’ gains and speculative
investors while damaging small mortgagers seeking to finance their family homeownership.
It produced a legal framework that favored demutualization without necessarily supporting
efficiency or improved market structures (Nilsson ef al,, 2009; Battilani and Schroter, 2011;
Cook et al., 2015; Akinsoyinu, 2017; Shiwakoti et al., 2018). Other frameworks, such as those in
Italian and Spanish legislation, place explicit emphasis on cooperatives’ nonprofit orientation.
In particular, in these countries, cooperatives are required to reinvest at least part of their net
surpluses in indivisible reserves that are owned exclusively by the organization and cannot
be appropriated by members, not even in the case of demutualization, closure and/or sale of
the firm. In this case, the law ties control rights to the individual as a person-member, rather
than the individual as owner. In turn, asset ownership mainly rests with the organization, not
individual members. Thus, members’ rights are defined as personal control rights and cannot
be sold as such on the market, as the market for membership rights is excluded by law
(Ellerman, 2017). Both categories of institutional constraints make the sale of the firm more
difficult and less convenient, dampening the tendency to consider the organization as a
saleable object (Putterman, 1988). In this sense, personal control rights reduce the market’s
role in the exchange of corporate assets, while protecting mutual benefit organizations from
the risk of being liquidated for rent-seeking motives.

2.2 Opportunism and disengagement

Other types of failure can fall under the broad category of opportunistic behavior, which is (in
Williamson’s sense) the pursuit of one’s own self-interest with guile, including breaking a
cooperative pact if advantageous circumstances arise that favor the individual. Of course,
this would cause individuals to distrust each other and engage with each other with second
thoughts.

In Williamson’s (1975) work, organizations are created in the presence of transaction-specific
investments carried out by the parties to the contract to reduce transaction costs as related
especially to the (actual or potential) insurgence of opportunistic behaviors in the exchanges
(Maitland et al, 1985). Among the most notable criticisms levied against Williamson’s
arguments on opportunism, Ouchi (1980) affirms that the emergence of organizations is
explained not by opportunism, but by the need to share the organization’s proceeds equitably in
the presence of uncertainty and impossibility as to the exact measurement of individual
contributions. From our perspective, both opportunism and unequitable choices can be
widespread in social systems and can be observed both inside and outside organizations.
Correspondingly, opportunism and unfairness can explain the emergence of organizations only
when they are conjoined with transaction-specific investments, considering that in this latter
case, market exchanges would suffer from increased inefficiency due to inflated transaction
costs. Opportunistic and unfair behaviors can, but need not, spread throughout organizations,
requiring, in our case, that cooperative governance be devised specifically to guard against
their emergence and spread. Counterbalancing reactions directed to restore healthier social
interactions within organizational boundaries are expected in such cases.

In the context of cooperative organization, opportunistic behavior, whether from
management or members, can take the form of exclusion, managerial slack, value-strategy



inconsistency, mismanagement or fraud, and it can engender frustration and lack of Governing
confidence or trust, leading to the cooperative pact’s failure. Some failures are described by cooperatives
Spear (2004), who refers to opportunism in terms of managerial slack in providing or oy -
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renewing appropriate platforms for member participation and engagement. In addition, .
managerial slack and members’ disengagement are likely to be related in cooperatives, with motives
the former causing the latter. Another instance of opportunism occurs when members free-
ride on others’ good will and cooperation, for example, when members pressure the 185
cooperative to distribute patronage refunds, rather than reinvest them (Von Pischke and
Rouse, 2004). Opportunism also takes place when producers use the cooperative as simplified
access to the market for their lowest-quality products (Nuhanovic, 2015), or when, in
cooperatives with societal aims, worker-members take advantage of information and/or
decision-making power asymmetry to disregard disadvantaged users’ needs, thereby
offering low-quality services (Sacchetti and Borzaga, 2020). In all these cases, opportunism is
found at the roots of cooperative failure, signaling cooperative governance’s inability to
contrast negative organizational outcomes.

2.3 Conflictual relations

If cooperative governance’s democratic and participatory nature strengthens the organization’s
adaptive capacity in the face of emerging tensions, then democratic engagement also is dialectic
intrinsically and carries the risk of generating excessive governance costs (Hansmann, 1996).
These costs likely would be particularly high when conflict is present, leading to a breakdown
in coordination. Conflict may accrue among cooperators, for example, between small
underinvested and large overinvested producers in farmer cooperatives, small and large
creditors in credit cooperatives, member and nonmember workers in worker cooperatives or
between workers and users in social cooperatives. In response, scholars have emphasized
solutions in a variety of contexts, including within worker cooperatives (Hoffmann, 2005;
Hernandez, 2006), farmer-owned producer cooperatives (Staatz, 1987), housing cooperatives
(Mojtahed, 2007) and citizen-controlled energy cooperatives (Brummer et al, 2017).

Conflict also may occur between the actors operating at different layers of cooperative
governance. For example, Cornforth (2004) and Hernandez (2006) acknowledged formal
democratic governance’s paradoxes. Analyses recognized the incommensurable tensions
that typify internal relationships between groups with different roles, such as the board and
membership base, which the board should represent, or between the board and management,
in which the board’s role is to ensure that choices respect the interests of the membership and
cooperative values.

3. Theoretical framework: cooperative governance and individual motives
What is the role of rules to prevent cooperative governance failures? Rules’ efficacy can be
viewed as a matter of degree. In what follows, we explain that rules’ efficacy can be related to
their consistency with the set of personal control rights recognized by cooperative values and
with cooperators’ motives. We first discuss rules and the relevant differences between
investor-owned and cooperative organizations.

Within institutional theory, rules represent shared and established ways to coordinate
resources and address strategic and operational issues. For Kogut and Zander (1996), rules are an
important part of a firm’s knowledge, as they support coordination and communication because
they limit failures from short-term individualistic actions (exemplified by the prisoner’s dilemma),
which helps overcome the dichotomy between collective action and self-interest. Rules also bear
moral significance, that is, when individuals identify with rules and use them to execute practices,
strategies and behaviors. By the same token, rules can be viewed as an indicator of what
cooperators value. The idea that rules represent a moral code for organizations carries implications
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on what is included in or excluded from organizational governance, practices and incentives. For
example, we can appreciate a substantive difference when talking about investor-controlled
hierarchies being against cooperator-controlled quasi-hierarchies. While in the first case, rules have
been studied closely to limit the incidence of freeriding and opportunism (Williamson, 2000;
Valentinov, 2008), in cooperatives, they have been understood as enabling access to strategic
control, distributing resources on the basis of patronage and renewing individual motives to
cooperate (Tortia et al,, 2020). Furthermore, on top of guaranteeing compliance with organizational
objectives, rules secure personal rights to be involved equitably and participate in cooperative
values, in organizational and decision-making processes and in the distribution of the surplus. On
the other hand, the focus on values and involvement does not exclude the former type of
considerations, which are likely to be important given that opportunism, when present, can
seriously hamper organizational values and the motivation to cooperate.

In the case of investor-owned firms, theory posits that the appropriation of surplus and
residual earnings is defined by property rights and follows profit-maximization aims.
Individual performance is rewarded when it corresponds with profit-oriented goals. This
understanding of incentives views individuals as driven primarily by self-interest or egotistical
motives, implying that there is a risk of opportunism associated with individual behavior and a
potential conflict between self-interest and the organization’s interests. For this reason,
organizational economics, particularly principal-agent theory, concluded that rules must be
designed to match individuals’ assumed egoism and potential to behave opportunistically
through monitoring, performance pay, employee stock options and promotions at the
organizational level (Jensen and Meckling, 1976). Specifically, monetary rewards have been
used widely to incentivize managerial profitability performance and workers’ productivity
(Milgrom and Roberts, 1992). However, the theory does not consider nonmonetary elements,
that is, whether individuals share the organization’s values and feel satisfied or treated fairly
(Heath, 2009).

Cooperators are expected to self-design rules consistently with both individual benefit and
collective welfare in mind. While in cooperatives, incentives for strengthening nonmonetary
motives are of primary importance, in profit-oriented firms, the basic incentive problem
identified by theory is the reduction of opportunism. In cooperatives particularly, rules are
conceptualized as functional to a plurality of motives (nonmonetary and monetary) and aim
to benefit all cooperators. Nonmonetary incentives are expected to reinforce cooperators’
motives related to engagement and democratic participation in the decision-making process
assigned on the basis of personal control rights (cf. Bartlett et al., 1992; Bonin et al., 1993). In
cooperatives, monetary rewards also guarantee commitment toward cooperative aims, rather
than profit, because they are used to fuel collective action and goals. For instance, rebates or
patronage refunds represent a type of monetary incentive whose economic nature is entwined
strictly with cooperative organizations because they are shares of net surpluses calculated on
the basis of the intensity of the mutualistic relationship between the organization and its
members.

However, in practice, the sort of cooperation failures described so far warrant more
cautious consideration of the rules and motives featured in cooperatives, especially when
there is a considerable distance between the two — a situation that may increase the risk of
opportunistic behavior despite cooperative agreements.

4. Empirical methodology: survey data from socially oriented cooperatives

in Italy

To exemplify the issue of cooperators’ motives, we considered cross-sectional data that
illustrate motivational variety in Italian social cooperatives. The data presented should be
viewed as a way to exemplify our conceptual analysis and help answer our question on how
we can make sense of organizational rules in the presence of monetary and nonmonetary



motives. The regression analysis examines the linkages between motives, organizational Governing

processes and worker commitment in terms of willingness to exert additional effort. It was cooperatives

carried out by means of categorical principal component analysis (CatPCA), ordered logit and ST

OLS ; . : and individual
models. Details about the survey and data set are reported in the Appendix. .

A social cooperative pursues explicit societal aims by combining users and workers’ motives
interests. The nature of the services offered is often nonstandard, personalized and directed
toward specific community needs involving interaction with and support to weak and 187
vulnerable people (O’'Donovan et al., 2013; Griffiths and Woods, 2009; Borzaga and Depedri,
2005). In Italy, as well as in some other continental European countries, socially oriented
organizations, including cooperative forms, are required by law to include multiple
stakeholders in their governance bodies, albeit empirical evidence for Italy indicates that
membership remains strongly attached to workers (Borzaga et al, 2011; Tortia, 2020). These
organizations also are characterized by the presence of a not-for-profit constraint and asset
lock, whose function is to build resources that work to protect members and users against
emerging risks, toward increasing stability and ensuring that outcomes contribute to the
creation of societal benefit (Borzaga and Tortia, 2010).

The reasons for the prominence of prosocial motives in social cooperatives have been
related to these organizations’ nature, which is value-based and defined by their societal aims
and the relational nature of work (Borzaga and Depedri, 2005; Gui and Sugden, 2005; Grant,
2007). In this context, workers’ initial motives provide a measure of attitudes held by workers
prior to entering the organization. Thus, we assume that motives are not conducive to the
organization’s specific characteristics [2]. In this sense, initial motives indicate the degree of
congruence between worker motivations and organizational aims.

4.1 Motives

Table 1 shows workers’ initial motives to join the organization. Descriptive statistics
illustrate average values for each selected item. We observed the highest scores for collective,
nonmonetary motives, including “helping people with difficulties” (5.5/7). The second and
third items, in order of importance, refer to self-oriented motives and “to have the opportunity
of professional achievement” (5.4/7) and a salary (4.9/7). The item “sharing the values of the
co-operative organization” (4.7/7) scored higher than the “possibility to partake in decision-
making” (4/7), indicating that the need to be part of a collective that embodies shared values
and takes an interest in others’ welfare is stronger than the need for actual involvement in
organizational processes. This can be explained through social cooperatives’ specific
prosocial nature and the internal system of representation, whereby workers delegate
decision-making to elected members as long as they are trusted and respect broadly shared
values.

4.2 Incentives
We can pair observations about motives with incentives. Table 1 refers to the organization’s
utilization of different incentive tools, including monetary, contract-related and material (e.g.
economic incentives, career, flexible working time, health, safety, etc.) and nonmonetary and
value-laden (e.g. participation in the mission, professional growth and interpersonal
relations). Descriptive statistics show that individual monetary-related motives
complement collective nonmonetary motives (see also Leete, 2000). These are related
primarily to these organizations partaking in an activity oriented toward the public good.
Concurrently, nonmonetary motives related to actual participation in decision-making at the
organizational level appear to be relatively less motivational at an initial stage.

Table 2 shows the type of incentives that the same social cooperatives used. The question
items focused on the incentives that workers identified. A simple glance at the mean values
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Table 1.

Motives that have
attracted workers to
Italian social
cooperatives

To
To help Professional Income and Sharing To satisfy participate in
people with self- occupational the same community making
difficulties actualization needs values needs decisions
Mean 546 5.38 4.92 4.66 421 4.01
Median 6 6 5 5 4 4
Mode 7 6 7 6 4 4
Standard 1.50 145 1.80 1.73 1.69 1.84
Dev
Var. coeff. 0.27 0.27 0.37 0.37 040 0.46
(mean/st.
dev.)
Nr. cases 3,939 3,902 3,934 3,883 3844 3,857
(out of
4,134)

Note(s): Question: “To what extent each of the following reasons have attracted you to work in this
cooperative?” (Likert 1-7). Selected items: 1. The possibility to satisfy income and occupational needs. 2. To
contribute to help people with difficulties. 3. To find an opportunity for professional self-actualization. 4. The
possibility to satisfy community needs. 5. Sharing the cooperative values. 6. The possibility to participate in
making decisions. See Appendix for tests

Source(s): Authors’ elaboration on ICSI Survey. Respondents are workers (total cases 4,134)

indicates that incentives respond mainly to the nature of membership. Social cooperatives
motivate workers by using soft incentives, that is, by reinforcing organizational features
consistent with enhancing nonmonetary elements of members’ welfare. In this case,
considering that social cooperatives feature a prominent presence of workers in their
membership, incentives match workers’ needs, with an emphasis on job stability and other
contractual elements. These incentives are expected to compensate in part for the level of
monetary remuneration when this is lower than productivity (Borzaga and Depedri, 2005).

In support of incentives that target nonmonetary motives, Becchetti ef al. (2013), using the
same data set, show that workers’ stronger intrinsic motivations are conducive to better work
performance in terms of effort and productivity. In turn, strong nonmonetary motives also
appear to be reflected in higher monetary remuneration (wages). A closer coupling of intrinsic
motivations and higher wages does not imply that cooperatives bear higher costs than
conventional firms because average wages usually are lower in the former (Pencavel et al,
2006; Borzaga and Tortia, 2010).

4.3 Value congruence and visk of opportunism

The data set also allows for observing management’s view on the issue of value congruence
between the organization and cooperators, which we present in Table 3. Managers were asked
whether members share, partially or completely, the same values and principles of cooperation
that drive the organization’s social mission statement. Wherever value consistency is partial or
weak, the accomplishment of cooperative behaviors can be at risk. We then considered the
degree of mismatching as an indicator of the risk of opportunism. Percentages indicate that
widespread consistency in values exists for about 57% of the organizations, while in 30% of
cooperatives, members share only part of the organization’s values. Still, the comparison
between members and nonmembers indicates that being a member improves the level of value
congruence, thereby possibly reducing the risk of opportunism within the organization.

4.4 Rule congruence and commitment
A nonsecondary consequence of the mismatch between individual motives and
organizational rules may be the emergence of X-inefficiency, for example, when members
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Nonmonetary and
monetary incentives
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Table 3.

Value consistency
between the
organization and its
members and
nonmember workers

Among members Among nonmember workers
(Nr. of organizations) % (Nr. of organizations) %

Widespread sharing 167 56.61 123 4362
Only a part of them shares 88 29.83 ez 33.33
No real sharing 5 1.69 17 6.03
Different categories have 32 10.85 38 1348
different values

Don’t know 3 1.02 10 3.55
Total 295 100.00 282 100.00

Note(s): Question: What is your opinion about the sharing of values (and of the mission) among members/
workers of the organization? All items: 1. among the members/workers there is a widespread sharing of values
and principles; 2. only a part of the members/workers shares values and principles; 3. among the members/
workers there is no real sharing of values and principles; 4. different categories of members/workers have
different values and principles; 5. I do not know. See Appendix for tests

Source(s): Authors’ elaboration on ICSI Survey. Respondents are managers

reduce their commitment or resist organizational strategies (Leibenstein, 1966). In this case,
we can expect that effort also would be lower, while control and other organizational costs
would rise. Orthodox approaches have prescribed several remedies, ranging from increasing
hierarchy to tightening control and pay for performance (Lazear and Shaw, 2000). However,
critics acknowledge that these cures may be liable to increase costs without guaranteeing
expected efficiency (Frey and Osterloh, 2005; Akerlof and Kranton, 2005).

As a proxy for the stated desire to commit to different organizational aims, we use
workers’ stated willingness to increase effort levels should the organization be ready to
implement different (monetary and nonmonetary) organizational processes and practices.
Our data indicate that, in social cooperatives, workers relate commitment to both monetary
and nonmonetary features, as well as job stability, but not so much to hierarchical control.
Table 4 shows the conditions under which workers would increase their effort. Tightened
control is one of the least important actions that the cooperative could take according to
workers, while performance-related incentives and salary carry the greatest importance. This
result reveals that, for future commitment decisions, monetary incentives become important
over time, complementing immaterial incentives. Among immaterial features, work creativity
and recognition from superiors would encourage workers to be more committed to their jobs.
Overall, workers appear to consider performance-related incentives highly when deciding
whether to increase effort. However, no one single feature stands out. Instead, workers seem
to be willing to commit more effort depending on a variety of actions that the cooperative
could take, in which recognition occurs not only in monetary terms, but also with respect to
the nature of the job (creativity, autonomy), the nature of the organization (involvement) and
the quality of relationships (fairness).

4.5 Regression analysis

In this section, we used cross-sectional survey data to test some aforementioned relationships.
Specifically, we tested whether individual motives and (monetary and nonmonetary)
incentives are related to workers’ commitment in terms of willingness to exert increased
effort, should the organization be ready to improve its organizational processes, particularly
in terms of job stability, fair processes, distributive patterns, autonomy and creativity.
Separate regressions were run when considering worker motives and organizational tools or
incentives as regressors that influence commitment. A series of individual, organizational
and contextual variables was added to control for disturbing effects. Given the data’s cross-
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sectional nature, we did not make any causality claims, but rather sought to highlight some
relevant statistical linkages derived from rich and detailed survey data. This kind of analysis
can help clarify important theoretical arguments and lead to more robust tests in the future.

The dependent variables representing commitment were derived from a multi-item
question in the original questionnaire (12 items overall). To reduce the high number of
dimensions representing (nonmonetary) organizational processes (ten items), we ran a
CatPCA to extract a smaller number of latent dimensions representing the whole commitment
phenomenon [3]. Only one component with an eigenvalue higher than 1 and Cronbach’s alpha
higher than 0.7 (precisely, @ = 0.871) was extracted (CatPCA output is in Appendix,
Table A5). We used component scores from CatPCA as dependent variables in two different
OLS regressions in which, aside from all the control variables, individual motives (Reg. Al)
and organizational tools (Reg. A2) were added as regressors in the analysis. Items 11 and 12
concern monetary dimensions that are clearly different from the other nonmonetary ones.
Given their ordinal nature, we estimated four order logit regression models at the mean value
of the independent variables, in which wage level (Regs. Bl and B2) and the intensity of
monetary incentives (Regs. C1 and C2) were used as dependent variables. Regressors were the
same as in the models concerning nonmonetary dimensions (Table 5). The control variables —
including sociodemographic, organizational and contextual dimensions — were as follows: At
the individual-worker level, whether the worker is a member of the co-op or a simple
employee; age; gender; type of contract (e.g. open-ended vs short-term, part-time vs full-time);
tenure in the co-op; hourly wage; and secondary school or university degree (two separate
dummies for educational achievement). At the organizational level, we included firm type
(Type A vs Type B social co-op) and log of size in terms of number of employed workers. As a
contextual dimension, we included the log of provincial income (Italy has 107 provinces). In
Table 5, we did not include econometric estimates for control variables, as only workers’ age
is statistically significant.

As concerns workers’ motives (regs. Al, Bl and Cl1), the results show that worker
commitment is best supported by the desire to fulfill income and occupational needs, as well
as achieve professional self-actualization. Also, value dimensions that regard others play a
crucial role, especially the desire to satisfy community needs and help people with difficulties.
These motivational dimensions are factored in when workers find a positive relationship
between their professional and other-regarding objectives and the policies that their
organizations implement to satisfy such needs. On the other hand, sharing similar values
does not generate improved commitment (i.e. workers are not willing to increase effort based
solely on shared values). This result may signify that the abstract sharing of values already is
taken for granted and that workers seek actual correspondence between their professional
growth and values and organizational practices.

As for organizational tools that the organization uses on an ongoing basis, job features
(working times, permits, etc.) and the development of interpersonal relationships appear to be
particularly disconnected from workers’ willingness to increase effort. Similar but weaker
results were found in the case of involvement in decision-making and in the organization’s
mission. Furthermore, involvement in the mission and job-related features appear to be
particularly important when commitment related to wage levels is considered, but again with
a negative sign (odds ratio lower than 1 in regression B2). Clearly, improved job features and
better interpersonal relationships and involvement do not induce workers to increase work
effort. This is probably due to workers perceiving that they already are exerting optimal
effort in relation to these dimensions. Active organizational interventions would not improve
this situation. Among control variables, only workers’ age is (highly) statistically significant
with a negative sign in all models, that is, over time, workers become more and more
unresponsive to active organizational intervention.
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Table 5.



5. Discussion of results: the individual-collective spheres framework

Clearly, our illustration is limited to one specific type of cooperative, in which the presence of
prosocial motives is expected to be wider and stronger than in other cooperative forms,
although we can say that generally, the cooperative model emphasizes procommunity and
prosocial aims.

Within a cooperative endeavor, as mentioned, the organization’s identity is defined by
specific values reflected by the rules autonomously defined by cooperators, along with their
individual motives. To the extent that this circle of consistency is not broken, there would be
no need to discuss cooperative failures. However, failures in practice and partial consistency
elicit the need to highlight each element’s role in reducing the risk of failure (Heath, 2009;
Rawls, 1999). To test the coherent interaction between motives, rules, personal rights and
commitment, we built a simple framework that includes the individual sphere of motives and
the collective dimension defined by the spheres of rights at the societal level and the means
and ends at the organizational level.

The problem with the choice of rules is framed in terms of a set of identified individual
motives that are consistent with a corresponding set of ends. Motives and ends are connected
by consistent sets of rules and rights. Firms choose a proper combination of ends and rules/
rights given individual motives, which are, in turn, linked to the firm’s mission statement. We
submit that consistency between collective and individual spheres requires that individuals’
values be reflected by the definition of the organization’s end objectives (Sen, 2002). Likewise,
rights and organizational rules are the means that support the pursuit of desired ends. The
implementation of rights and rules and the results from organized action then can be expected
to tend toward realization of initial ends, as partial achievement and failure are possibilities.
Over time, interaction with actual behaviors and environmental factors may change the value
that decision-makers place on initial ends and means (Dewey, 1977). In this sense, experience,
or the critical assessment of the efficiency and efficacy of particular sets of rights and rules,
can be argued to represent the pragmatic element underpinning the adjustment and tuning of
motives, rules and underlying rights (Williamson, 2000; Heath, 2009; Ostrom, 2010).

Generally, the framework implies that, in an economy, the broader the spectrum of
motives recognized at fundamental institutional levels, the greater the capability of
individuals to express themselves through specific organizational rules and the greater the
match between rules and individual motives. With greater articulation of institutions —
through the definition of multiple rights — we would expect increases in the individual
capability to match motives with specific organizational rules in pursuit of consistent ends.
Thus, property rights are the foundational institutions of investor-owned organizations and
are associated with investors’ strategic control of resources for monetary gain. On the other
hand, personal control rights are the foundational institutions of cooperative organizations
and define the right to be included in the strategic control of the organization to create
cooperators’ benefit (which, as a norm, does not coincide with maximization of monetary
gain). Also, the greater the match between organizational rules and individual motives, the
lower the risk of opportunism, the stronger workers’ commitment and the greater the
expected efficacy of the organization in reaching desired ends (Bartlett et al, 1992).

The basic components of the framework are illustrated in Table 6, as well as their
application to cooperative organizations. When cooperators join in a cooperative venture in
pursuit of a common end, they transform personal control rights for self-determination into
factual opportunities by giving themselves appropriate rules. Defining, monitoring and
enforcing rules are all self-organized through constant interaction and learning to ensure, in
the long run, the highest congruence between what the individual and what the organization
and its stakeholders value at the collective level (Ostrom, 1990; Gandz and Bird, 1996; Perkins
and Zimmerman, 1995; Hannachi et al, 2020).
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Table 6.

The individual-
collective spheres
framework applied to
cooperative
organizations

Given cooperators’ motives, rules that inhibit inclusion and participation may be
perceived as unfair, exogenously defined or opposed to the organization’s core values. In this
context, self-given rules are not meant to limit the cooperator’s personal rights, but rather to
ensure that her/his right to be included in decisions, participate in the activity and share
economic results is respected. Cooperators’ efficacy to move toward desired ends goes beyond
incentivizing monetary motives or sanctioning opportunism and embraces individuals’ will
to self-determine, learn and contribute with their own experience and knowledge to deal with
relevant organizational issues (Deci and Ryan, 2000; Dewey, 1977).

Rather than constraining, rules can be viewed as a means to enable formal personal
control rights — including incentives, monitoring and sanctioning as part of this enabling
function — rather than as mere administrative control (cf. Commons, 1931, 1950). Considering
that cooperation can be unstable when challenged by opportunism, monitoring and sanctions
are used to strengthen the enabling function to preserve the collective basis for cooperation.
At this point, Ostrom ef al’s (1993) experiment emphasizes that cooperators are concerned
with fairness and, based on experience and relationships matured over time, can decide to
make use of suboptimal rules, which do not match the application of sanctions with a strict
economic rationale. Thus, the role of rules is to enhance cooperation by creating expected
patterns of fair behavior (Ouchi, 1980). There is, in fact, consensus in the literature over the
fact that if individuals expect cooperation from others, they most likely will cooperate, and
that this type of expectation is intense among individuals who belong to the same group or to
the same organization, thanks to personal knowledge, interaction and trust (Kogut and
Zander, 1996). These conclusions are reinforced by cooperative firms’ specificity.

5.1 Evolution of rules

When we argue for the need to match individual motives with organizational rules, we
inevitably acknowledge an evolving equilibrium between what individuals assess as
valuable and what is recognized as such by the organization. Clearly, motives can change
subject to the individual's experience interacting with the organizational context and the
external environment. Similarly, rules are understood as evolving entities that are
contextualized historically and tested by experience and learning (Dewey, 1977). One way
to create consistency between cooperative motives and organizational rules is to enact
adjustment and change processes to reflect members’ evolving, shared motivations. For
example, from our illustration, we learned that while workers initially seem to be motivated
mostly by prosocial and professionalization aims, their commitment decisions over time
attributed increased importance to wage and monetary rewards that organizational policies
should not disregard. Indeed, regression analysis confirmed that the importance given to
income and occupational needs can influence commitment as much as community needs,
while sharing values and involvement in decision-making and the organization’s mission are
not related to increased worker effort.

Spheres Components Features of cooperative organizations

1. Individual a. Motives Multiple: monetary and nonmonetary; individual and collective
sphere

2.Sphere of rights b Institutions Personal control rights

3. Sphere of c. Rules and Self-defined, monetary and nonmonetary
means incentives

d. Decision-making Democratic representation; participation, communication and
mutual learning
4. Sphere of ends  e. Organization’s Cooperators’ welfare
aims




The continuous scrutiny and adaptation of motives and means imply that cooperators
communicate and engage in a learning process. The rules by which individuals communicate
are learned experientially and can vary depending on the values driving the organization
(Kreps, 1990). Therefore, in cooperatives, communication is supposed to occur through
participation in a community that practices cooperation, according to rules that are expected
to incentivize and stimulate that same process (cf. Lave and Wenger (1991) on the notion of
“situated learning”). This provides a context in which individuals learn and contribute to the
creation of a common discourse, including around the features of rules and their desirability.
The motivation to cooperate then is reinforced by the fact that rules are the output from a
shared learning process. Lakoff (1987) notices that individuals are motivated by what they
understand, and understanding is high where individuals share the same cognitive
categories and actively participate in organizational processes through horizontal
interaction. These categories, in a cooperative, are provided by the values of cooperation.

The communication process motivates cooperators to improve awareness and
understanding and to seek consensus (also in the presence of divergent motives) (Dewey,
1977; Habermas, 1996). It is a radically different interpretation of administrative coordination
than what can be found in economic organization theory, which focuses on the use of
authority to control actions and outcomes. A perspective on communication also leads to
interpreting incentives and monitoring them very differently than in organizational
economics. As Kogut and Zander (1996) emphasize, rather than being a way through
which a principal assesses the agent’s performance with respect to exogenously defined
objectives, within cooperation monitoring is an opportunity for further discovery, learning
and understanding, and in the case of cooperatives, for sustaining nonmonetary motives and
moving toward shared aims. In this sense, according to Sabel (1994), rules and incentives
serve the purpose of conveying previous experience and learning, thereby providing
guidance to action. Moreover, using the transaction-costs argument, we can advance the
hypothesis that communicative processes of this type reduce costs due to short-term
interests, slack and opportunism. Consistently, control costs have been shown to be lower in
cooperatives than in conventional corporations (Bartlett et al, 1992; Hansmann, 1996).

6. Conclusions and recommendations
While the institutional spheres that support investor-owned organizations and self-interested
profit-maximizing behavior have been analyzed (cf. Williamson, 1973, 2000; Gibbons, 1998;
Jensen and Mackling, 1976) and critically considered (cf. Blair, 1995), a framework that
accommodates personal control rights and a richer view of individual motives is lacking.

The paper has suggested a possible framework through which to explain unconventional
organizational forms such as cooperatives, their governance strengths and failures. In
considering cooperative firms as entrepreneurial associations driven by participatory
governance, in which cooperators are granted personal democratic and nonsaleable control
rights, we have presented data on social cooperatives in Italy. The proposed framework
emphasizes the links between multiple individual motives and organizational rules,
suggesting that personal-control rights and consistent rules should be designed through
adequate communication processes to define necessary constraints and facilitate the
definition and enactment of self-defined aims and means, rather than controlling progress
over exogenously defined ends. The framework then offers a broad guideline and diagnostic
tool with which to assess cooperators’ self-given rules and their potential to achieve desired
ends, enabling the adaptation of rules to experience and evolving motives by means of
communicative practices.

Our illustration evidences that initially, cooperators are driven strongly by nonmonetary
motives and that incentives consistently place greater emphasis on nonmaterial returns than
on monetary rewards. However, the congruence of individual motives and cooperative values
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indicates a variety of shades and can be viewed as only partial. Also, it would be a mistake to
rule out the role of monetary recognition and professional growth, which cooperators
perceive as a source of greater effort. More specifically, nonmonetary incentives may reward
cooperators better at initial stages, but then they should be balanced adequately with
monetary rewards and professional growth.

This study’s final recommendation is that to reduce cooperative governance failures, rules
that regulate decision-making, incentives, monitoring and sanctioning need to match
evolving motives, values and aims. Communication processes that involve mutual learning
are central to tuning motives and rules, as well as ensuring the necessary commitment for
progress toward desired ends. The overall arguments used to describe cooperative
enterprises’ unique features are meant to contribute to the debate on welfare effects from
nontraditional organizational and governance forms. In-depth discussion of cooperative
governance can shape opinions, influence models and inform practices that managers use. In
the end, managerial models that explicitly factor in motives and cooperative values, and that
also can control the spread of opportunism and incentivize effort, can affect quality of life
positively. Social policies and regulations can recognize this potential and intervene to favor
the spread of new and consistent practices and models.

Notes

1. Various authors view mutuality as being directly linked to involved actors’ reciprocating behavior
(Bruni and Zamagni 2007).

2. From the original questionnaire, we selected six of the original 14 Likert items (measured on a 1-7
scale) that define initial motivations’ intensity. The items reported on workers’ self-assessment at the
time of the survey and, therefore, were retrieved through memory.

3. CatPCA is an optimal scaling technique that can be used to quantify ordinal categories and obtain
numerical representations of each single item and component scores (Michailidis and de Leeuw,
1998; Meulman ef al., 2004). Varimax rotation with Kaiser normalization was performed. Item No. 3 in
the questionnaire, control over the operation of workers, was excluded, as it was the only one
weighted in a second component with an eigenvalue lower than 1 (Table A5).
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