Sheffield
Hallam
University

"™ # # #3$"%&'()"

- "™ #  # #3"%&'()" ™ # # #3"
# # 1+ Al



http://shura.shu.ac.uk/information.html

EEEEEEEEEEEEEEEEEEEE

11111

il




""123 45-

1

*
+I’

*( )
7+ *(,
, 8

Illll_

, 0 L0 (
<
4 = <



Cultures of Performance and Reward in
UK Employee-owned businesses.

vDavid Wren

A thesis submitted in partial fulfilment of the requirements of
Sheffield Hallam University for the degree of Doctor of
- Philosophy

December 2016



Abstract

Employee ownership has the potential to reduce the growing wage disparity
experienced in recent years, however research into employee ownership is
limited. The purpose of this thesis is to explore organisational culture within for-
profit employee owned businesses (EOBs) in the UK. Specifically, it looks to
compare how different ownership types might influence the culture. Three types
are researched: cooperative (enterprises where workers jointly own and control
a co-operative business), directly owned (where shares are personally owned
by employees) and trust ownership (where shares are owned on behalf of
employees through a trust). Performance management and reward
management were researched as conduits to expose the underlying culture.
Insights into these two areas of management within employee ownership are
also exposed. As a cross comparison of culture within ownership types, it has
not been done before so this research provides a unique contribution to
knowledge. This study has implications for those organisations considering the
transfer into employee ownership as well as those who are already employee
owned.

A qualitative, inductive and interpretive approach was taken. The research was
carried out in two phases. Firstly, semi-structured interviews were performed
with senior managers or human resources representatives of EOBs
representing all three ownership types across the UK. This was followed by a
more in-depth ethnographic phase within an example of each type, consisting of
planned and informal interviews as well as participant observations involving
employees from all levels of the organisations; managing directors through to
"shop floor" workers. The data was analysed using a general thematic
approach.

The main outputs from this research are models of organisational culture for
each of the three ownership types, as well as what is common to all the types of
employee ownership observed. A shared theme of a high commitment culture,
based on trust, openness and fun was seen in all the types. The research also
adds to the understanding of performance and reward to show how the
ownership types influence them. From this, advice to HR personnel is
suggested for working in each of the distinct types.

The research was carried out during a period of economic growth (late 2013 to
early 2014), hence the findings may be affected by more severe economic
pressure and more time could have been spent within a greater number of
organisations. Hybrid forms of ownership are acknowledged and further
investigation into them would be beneficial.
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Chapter 1 - Introduction

1.1 Purpose of research
The purpose of this research is to investigate organisational culture in employee

owned businesses (EOBs) in the UK. More specifically this study seeks to
develop an understanding of how the different forms of ownership might
influence culture in EOBs using performance and reward as the conduit to
illuminate culture. Three specific types of ownership are researched, namely,
cooperative (enterprises where workers jointly own and control a co-operative
business), direct (where shares are directly owned by employees) and trust
(where shares are owned on behalf of employees through a trust) (Pendleton
and Robinson 2015). The research looks to see if there are distinct cultures in
the individual types as well as any underlying features that are common across
all types of EOBs.

1.2 Rationale for research
The ultimate starting point for this thesis is a personal desire for increased

social justice within the workplace. Employees typically contribute a significant
proportion of their life to work to receive a wage but does that lead to a fair
distribution of the benefits of the enterprise? Should employment simply be an
activity where employees are told what to do without any influence or
involvement in how the organisation is run and how they are managed? (Ridley-
Duff and Ponton 2013). Employee ownership (EO) provides an alternative to the
dominant organisational form that has been linked to powerlessness, income
inequality and secrecy (Erdal 2011) by providing a share of the possession,

influence and information (Pierce, Rubenfeld and Morgan 1991).

Although there has been a “massively increased interest’ (Storey,
Basterretxea and Salaman 2014, p627) in employee ownership in recent years,
it is less well known and understood. According to a UK government initiated
report (Nuttall 2012) this is a direct barrier to the expansion of the EO sector
and hence helping to create a fairer society in the UK (Lewis 1954). In 2012, the
then Secretary of State for Business, Innovation and Skills (BIS), the Rt Hon Dr
Vince Cable (2012) said



“This then, is the government’s clear priority - ensuring we have a market
economy rooted in a system of responsible capitalism".

The US economist Stiglitz (2013) pinpoints a link between income inequality
and economic downturn, causing problems for everyone except the “1%”.
Norton and Ariely (2011) suggest that the top 1% of the population in the USA
own nearly 50% of the wealth. Similarly, Wilkinson and Pickett (2010) link
income inequality to a variety of social and health problems. Employee
ownership can be a part of responsible capitalism (Copeman, Moore and
Arrowsmith 1984) by enabling a wider distribution of wealth.

Bratton (2015, p383) points out

“the logic of capital accumulation - profit maximization - necessitates that
managers relentlessly minimize costs, including labour costs, and
maximize control of the manufacturing or service process.... Thus
conflict is intrinsic to the capitalist employment relationship.”

EO can bring an alternative set of values to the employment relationship; one
that does not have to be built on conflict but on cooperation instead (ICA 2014).
Employee owners can collaborate with management, whilst still enabling them
“to exercise almost complete control over their jobs and to participate in a wide
range of decision making, without any loss in productive efficiency" (Pateman

1970) thus demonstrating that EO can be an effective way of working.
Cathcart (2009, p3) scathingly suggests that

“For many people work is boring, oppressive, unjust, inequitable,
alienating, divisive and poorly recompensed”.

If so, why would anyone choose to work in that way if they could do something
about the running of the organisation? EO is put forward as an alternative
business model that values the opportunity for employees to have a voice in the
company that they work for as well as benefit from a stake in its equity (Erdal
2011). How do these different value sets influence the culture of EOBs?

A key aspect of being an employee owner is the financial reward gained
from the fruit of their labour; that a share of the profit goes to those who helped
to create it. Allied with reward is how people are managed to create the
necessary profit and how performance management is carried out when the
workers and managers are both co-owners (Pierce, Rubenfeld and Morgan
1991). Out of the entire tool box of human resource management (HRM)
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practice (CIPD 2016a), performance and reward management have been
chosen to be investigated because organisational culture is expressed through
the way people are managed and rewarded. It also limits the scope of the study

to make it achievable.

Within EO, there are, however, different models of ownership, of how
employees actually “own” the organisation (Pendleton and Robinson 2015).
What differences do the ownership types bring and is there an underlying
culture that spans EO, regardless of the type?

Increasing the knowledge pool and awareness of EO is therefore of
benefit to the expansion of the EO sector and potentially enhances social justice
in the UK (Erdal 2011). Hence increasing awareness and understanding of an
under-researched area (Wright 2010, Nuttall 2012), namely organisational
culture and subsequently performance and reward cultures within EOBs, is of
benefit to that end. It benefits EOBs seeking to understand how the ownership
type influences the culture as well as organisations that are considering the
transition into EO and deciding on which form to take. The knowledge will also
benefit personnel responsible for HR practices, to appreciate the different

emphasises and requirements that each of the ownership types brings.

The study is focused on EO entirely within the UK, however it draws on
secondary literature to explore lessons learnt and experiences from around the
world. This was to simplify the task logistically (in terms of time, cost and
language), as well as reduce the impact of national influences which Hofstede
(2001) suggests are the most significant on culture and could overrule more
subtle differences due to ownership. This research does not look to compare
the advantages or disadvantages of EO with traditionally owned businesses (for
that see Matrix Evidence (2010), Lampel, Bhalla and Jha (2012), EOA (2014)).
Instead it looks entirely within the EO sector to see how the different types of
ownership compare with each other regarding organisational culture,

performance and reward management.

1.2.1 Why study employee ownership? v
Sauser (2008, p163) said “One thing is certain though: the employee owned

company is a concept whose time has come”. Currently we are in a “Decade for

Employee Ownership” (Nuttall 2013) and in January 2012, at the start of the
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United Nations’ “Year of the Cooperatives”, the then, UK Deputy Prime Minster,
Nick Clegg, declared a desire to increase the level of businesses that are
employee owned. In 2010, EOBs accounted for £30bn of the UK economy or
2% of Gross Domestic Product (GDP) (EOA 2010) and the target was to
increase that to £100bn (or 10% of GDP) by 2020 (EOA 2013a). Following an
All Party Parliamentary Report (Knell 2008) into EO, the government initiated a
report, “The Nuttall Report into Employee Ownership” (Nuttall 2012) to
investigate the barriers to employee ownership. It concurred that the two main
obstacles were a lack of awareness of EO and disadvantageous tax
implications. However, it also highlighted a lack of research (Recommendation
N) into EOBs. This thesis is a timely contribution towards helping to fill the

research void.

1.2.2 How does it add to existing theory?
This research recognises that there is a wealth of knowledge on organisational

culture; however, with its focus firmly fixed on EO, there is a lack of research in
this niche area. Although much has been written on culture and HR practice, its
application within EOBs is less known (Wright 2010, Nuttall 2012), therefore
there is scope to add to the knowledge corpus. Pierce and Rodgers (2004), and
later still, Pierce, Rubenfeld, and Morgan (2009, p124) pointed out that there
was a lack of research “that compares and contrasts... across forms of
ownership”. Kalmi (2007) concurs that alternative forms of shareholding are
being neglected in academic books. A review of the limited literature on the
subject is explored in chapter two about the relationship between EO and
culture, and performance and reward management.

1.2.3 What is EO?
"~ To research EO an understanding of exactly what it is, is first required. This

section provides an initial explanation which is greatly expounded on in chapter
two.

The UK government defines EO to be

"where employees have both a voice in how the business is run through
employee engagement and a stake in the success of the business." (BIS
2013, p2).

Hence both the governance and a stake in the equity of the organisation are

important. Pierce, Rubenfeld and Morgan (1991, p125) go further and suggest,
9



in their conceptual model of employee ownership, that the rights of ownership
are made up of three strands: possession, influence and information. They

expand these as:

“(1) The right to possession of some share of the owned object's physical
being and/or financial value,

(2) The right to exercise influence (control) over the owned object, and
(3) The right to information about the status of that which is owned.”

Other authors clarify further that possession can include both a portion of the
capital as well as a share of the surplus (for example Kaarsemaker and
Poutsma (2006)). However, this is similar to the statement by Lewis (1954), the
founder of the John Lewis Partnership, the largest EO business in the UK by
employee size (EOA 2012a) that the benefits of EO are "Gain, knowledge and
power” although knowledge is much more useful than just information. Gain can
include both a share in the annual profits as well as a share in the equity of the
organisation if it were to be sold off. Different organisations allow power to be
exercised in a variety of ways, with varying levels of participation (Ridley-Duff
and Ponton 2013). Exactly how these three strands are operationalised brings

significant diversity to the way that EO businesses can be organised.

Pendleton and Robinson (2015) quoting Kruse and Blasi, identify four

dimensions of ownership:

1. The proportion of shares owned by employees - is it a token gesture,
minority or majority holding?

2. The proportion of employees owning shares - what percentage of
employees hold shares compared to the whole? Is it restricted to an elite
managerial group?

3. The distribution of ownership amongst employees - not all employees
may hold the same amount. Do a small, limited number of senior
executives hold a disproportionate amount or are they uniformly spread
amongst all owners? |

4. The nature and extent of rights associated with ownership. Do shares
have special privileges - voting or non-voting shares? What rights does
ownership give?

' 10



In line with the Emplbyee Ownership Association’s (EOA) understanding
of Employee Ownership (EOA 2010) and for the purpose of this research, EO is
where ownership is shared wider than founding partners or just within senior
executives as a form of reward (Oxley 2013"). Ownership must be available to a
broader spread of employees. In addition, having 25% of equity shared
amongst employees is considered to be the entry point (Great Britain, HM
Treasury 2013). However the éctual distribution of ownership is not necessarily
defined, such that, there is no expectation that ownership is shared equally
amongst employees, although this can be the case. Some ownership can also
be held externally by shareholders who are not directly linked to working in the
organisation.

Gates (1998) sees ownership as providing rights that can be written into
the articles of association. These include Liquidation (the right to receive the
proceeds of an organisation if it is liquidated); Appreciation (the right to gain
from an increase in the value of the organisation); Transfer (the right to transfer
some or all the business to an external body); Income (the right to gain income,
rather than just a wage); Voting (the right to take part in decisions) and
Information (the right to have access to information). EO potentially provides
employees with more meaningful rights, and responsibilities, than a traditional
organisation, which can then have a significant effect on the running of the

organisation and the culture.

Pierce, Kostova and Dirks (2001) state that ownership is more than just
physical and has a psychological component, both of which have a bearing on
the attitudes and behaviours of the employees. Simply owning shares is not
enough, feeling like an owner is important too, as the Chairman of the John
Lewis Partnership pointed out

“it is the culture of ownership that matters most when it comes to
employee share ownership. Without that, employee ownership is simply
an extension of the benefits package” (John Lewis Partnership, 2008).

This section has provided a rationale as to why research into EO should
be carried out and as well as giving a high-level introduction into what EO is. It

1D. Oxley, Director of Membership, Employee Ownership Association (EOA). 1
October 2013. pers. comm.). In 2015 Ms. Oxley became the chief executive of the
EOA.
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explains the use of performance and reward management as conduits to
illuminate the underlying values that make up the organisational culture (Schein
1992).

1.3 Personal interest
My personal interest in organisational culture was originally born out of my

employment experience, where | encountered an overnight cultural shift,
something that Schein (1992) says does not normally happen. Around 2001, |
had been working for Royal Mail for 14 years, a company, at the time, wholly
owned by the UK government. It was losing around £1m a day so the decision
was taken to out-source the whole of the IT department (in excess of 1000
people | recall) to a large multi-national, American based organisation and | was
transferred across in June 2003. Ultimately this meant that | was still doing the
same job, from the same desk, with the same team for the same end customer
however my perception of the new organisation's values was that they were
very different to those of the Royal Mail. Instead of high quality customer
service, it now became the minimum service required under the contract;
instead of developing employees through training, it was only provided if the
customer were to pay for it. Secrecy became more prevalent as previously
published pay scales became confidential. The building was refurbished, turning
a somewhat messy but homely feel into a large, clinical barn of grey and white
that looked like a battery farm for computer workers. This maximised the
~accommodation usage at a cost to the employees' well-being. | concluded that
no matter how hard | worked, the only person to benefit from it was a faceless
managing director in America who, as | said to myself, “could afford a larger
yacht this year than he had last year”. In this environment, | felt like my values
were no longer in line with the organisation and after two years | chose to take

voluntary redundancy (2005).

It was not until 2010, whilst doing an MSc in Human Resource (HR)
Management, that | was introduced to the concept of organisational culture? and
this helped me to understand what had happened to me, as well as giving me a
vocabulary to describe it. During my MSc. dissertation on employee induction
(Wren 2011), purely by accident | did some research at a local EOB, which

2 | remember being struck by Schein's (1992) book and relating to his experience within the IT
industry. -
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opened my eyes to a different way of working that | had not seen before. After
graduating | found myself back in the position of looking for work but reluctant to
commit to organisations that had the same ethos of wealth creation for a limited

group that | had stepped away from.?

My Christian faith and political understanding lead me to prefer all
members of society and not just the rich; that all people are of value and should
have the opportunity to benefit from work and contribute to society, and hence
my desire to see greater social justice. David Erdal’s (2011) book "Beyond the
Corporation. Humanity Working" enlightened me with its comparison of the
employment contract to servitude but also inspired me to seek to investigate
how to shape a better world, with stories of hope and a fairer system. In
particular, with regard to the effects of employee ownership not just on
employee owners and their pay but on the benefits to the wider community as

well, for example, in improved health (Erdal 2011).

| am a keen traveller and | have been fortunate to visit many countries
around the world. | enjoy observing and joining in with the local communities to
experience their way of life. As Hatch and Cunliffe (2010) point out, by seeing
alternative cultures it helps you to “understand your native culture more deeply
as well”, which | try to do. These different experiences and understandings then
became the seed bed for my PhD alongside the guidance of my supervisors.
Studying at Sheffield Hallam University was appropriate due to the in depth
academic knowledge within the staff and the university’s desire to research
alternative forms of management under its pérticipation of the UN’s “Principles
of Responsible Mahagement Education” (Prme 2016). Hence | started on the

long road to understand more about culture within EOBs.

1.4 Aims and objectives
The “grand question” that this research is looking to answer is: “What effect

does employee ownership have upon organisational culture?” Hence the
aim of this research is to gain a better understanding of organisational culture
within EOBs and specifically how the different forms of ownership influence the

culture. EO is a legal form of ownership which then has a bearing on how the

3 | did apply to work at Waitrose, part of the John Lewis Partnership, an EOB, only to be told on
the day of my interview that there had been a ban on external recruitment as of the previous
day, so the interview could not go ahead.
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organisation is run and who the organisation is run for. The HR practices

- utilised are relevant with regard to culture; however researching the whole of

HR within an organisation would provide too wide a field of research and take
too long, so only two aspects, namely performance and reward management

are the subject areas. This is explained more fully in chapter two.

The objectives of this research are:

1. To promote deeper awareness and provide guidance to HR
professionals and managers with regard to performance and reward
management practice within EOBs.

2. To inform academic and practitioner debates, within the context of the

- proposed expansion of the EOB sector, with regard to organisational
culture. '

3. To promote academic awareness of the dialectical relationship between
performance and reward management practice and organisational

culture in the different ownership types of EOBs.

The research will benefit members of 'partnership councils' (in trust /
directly owned EOBs) and 'management committees' (in EOBs structured as
worker cooperatives) by providing a theoretically grounded exploration of the
relationship between culture and HR practice in EOBs. | expect these findings
to have similar benefits for managers and governing bodies in EOBs. In
addition, the theoretical conclusions will be of interest to professional bodies
(like the CIPD) and academics with a research or teaching interest in EO
approaches to HR management. The knowledge will also be of benefit to the
government (BIS) as it seeks to expand the EOB sector.

The ethnographic research provided rich data from a number of EOBs to
be able to investigate the potential influence of performance and reward
management used in the different ownership types on organisational culture.
The resultant output has provided a contribution to knowledge in an otherwise
under researched area. Sandberg and Alvesson (2011, p31) refer to this type of

research as “neglect spotting” where,

“It tries to identify a topic or an area where no (good) research has been
carried out. There is virgin territory—a white spot on the knowledge
map—that produces an imperative for the alert scholar to develop
knowledge about the neglected area(s).”
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To be able to observe the contribution EO made to the employees,
regarding receiving a share of the profit, only profit making organisations were
included in this study. If there were no profit to share, then it would have a
profound effect on the reward management strategy of an organisation.
Therefore the results of the study will also be of interest to the growing number
of more-than-profit social enterprises currently being created (Ridley-Duff and
Bull 2015).

1.5 Structure of thesis
The following section explains on a chapter by chapter basis, how the thesis is
structured.

1.5.1 Chapter one - Introduction :
Chapter one has introduced the thesis. It outlined the research topic and

provided a background to the subject area. It explained why it is a relevant field

to study, both academically and personally, and highlighted the research gap to
be filled.

1.5.2 Chapter two - Literature review
Chapter two provides a more detailed explanation of employee ownership, its

history and reasons for adopting it. The chapter then continues with a review of
the limited literature that is currently available regarding employee ownership
and how it relates to organisational culture, performance and reward. From this
a theoretical framework is built that forms the basis for the thesis, defining
relevant concepts that are 'required. The knowledge gap is identified and from

this, the overall research questions are identified and refined.

1.5.3 Chapter three - Research methodology
Chapter three presents the research strategy and the justification for the

methodology adopted to obtain the data, which was an ethnographic, inductive
approach. Data collection was split into two distinct phases. It includes
limitations, risks, timescales and ethics of the research and how the results are

to be presented.

1.5.4 Chapter four - Analysis
Chapter four explains in detail the process of analysing the data (a general

inductive approach) that was collected during the research fieldwork proposed
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by the methodology. It also includes an introduction and brief history of the

participating organisations from both phases.

1.5.5 Chapter five - Cooperative ownership findings
Chapter five provides details of findings from the worker cooperative EOBs

researched, specifically what was observed regarding performance and reward,

leading to an understanding of worker cooperative culture.

1.5.6 Chapter six - Direct ownership findings
Chapter six provides details of findings from directly owned EOBs researched,

specifically what was observed regarding performance and reward, leading to

an understanding of directly owned culture.

1.5.7 Chapter seven - Trust ownership findings
Chapter seven provides details of findings from trust owned EOBs researched,

specifically what was observed regarding performance and reward, leading to

an understanding of trust owned culture.

1.5.8 Chapter eight - Employee ownership common findings
Chapter eight provides details of findings that were common across all three

types of EO (cooperative, direct and trust) regarding performance and reward
leading to reflections of organisational culture that were apparent in EOB in

general.

1.5.9 Chapter nine - Dimensions of cultural difference
Chapter nine builds on chapter eight, whilst there is much that is in common

across the different types, there are differences in the implementation
depending on the ownership type, these are highlighted and explored here.
From this, suggestions regarding how HR practice is enacted within the different
types are discussed.

1.5.10 Chapter ten - Contributions to knowledge
Chapter ten brings together the contributions to knowledge that have been

made from this research. With the passing of time, it retrospectively reflects on
the limitations of the research, discussing what could have been improved as

well as suggesting opportunities for further research in this area.

1.6 Summary
This chapter has introduced the topic of the research, provided a rationale for its

importance and why it is relevant to UK society, especially the timeliness of the
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thesis. This included an academic and personal justification for carrying out the
research and given an overview of how the thesis is presented. The fbllowing
chapter provides a more detailed explanation of employee ownership and
reviews the current literature that is available regarding the intersection of EO
with specific HR practice.
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Chapter 2 - Literature review

2.1 Introduction.

Chapter 1 explained the focus for this research, which is an investigation into
the organisational culture of EOBs and specifically how the ownership type
affects the culture (Schein 1992). It also provided a rationale for studying
employee ownership and how the outputs can benefit the EOB sector as well as
society in general. As Pierce and Rodgers (2004, p594) said “To date, very
little effort has been directed towards understanding the effects of employee
ownership by taking its many differences into consideration” and similarly
Kaarsmaker, Pendleton and Poutsma (2010, p326) recently pointed out that "no
studies have compared the attitudinal effects of different types of employee
ownership (ESOPs, share options, direct ownership, etc.)". This thesis helps by
addressing this neglected area.

To develop the research questions an initial understanding of the existing
literature of the relevant areas was required. Starting with employee ownership
this chapter provides a contextual background of what it is and its importance to
the UK economy in a challenging economic period (CIPD 2014a). It then turns
to organisational culture, and the lense through which it is viewed, that of an
integrationist perspective. Then the intersection between EO and performance
and reward management are highlighted and finally all four (EO, culture,
performance and reward) combined. It seeks to identify the theoretical
understanding of what is currently available and therefore to identify where this
research fits in. As an inductive piece of research, the body of literature will be
built up throughout the research process as themes become apparent and
relevant, hence it is an initial start and further literature is then included in the
findings chapters (5, 6, 7, 8 and 9).

2.2 Employee ownership

A brief introduction to EO was given in chapter one. This chapter expands on
this, in addition providing a history, global perspective and relevance for the UK.
It then further develops Pierce, Rubenfeld and Morgan’s (1991) conceptual
model regarding the right of possession, the right to influence and the right to
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information. The purpose of this is to clarify necessary concepts and illuminate

societal issues that can influence the culture of the EOBs.

2.2.1 Context - an introduction to employee ownership
Employee ownership is the underpinning empirical context for this research. As

such an understanding of its global roots, benefits and reasons for creating an
EOB are presented below. This also includes an insight into the growing

relevance of EO to the UK economy at the time of writing.

2.2.1.1 Employee ownership - a global phenomenon
According to Hofstede (2001), the country an organisation operates in has a

significant influence on the organisational culture of that site. Examples of
employee ownership are present around the world. However, the uptake and
dominant form of ownership varies from country to country. This section looks at
the development of employee ownership across the world, progressively
narrowing down to the UK where this study takes place. The purpose of this is
to demonstrate that EO is a worldwide phenomenon with significant impact on
employees and not simply a recent spectacle of little value, hence it is worthy of

research.

In America, a significant form of employee ownership is the Employee
Stock Ownership Plan (ESOP). This concept was first implemented by Louis
Kelso in 1956 when the employees of the Peninsula Newspaper in Palo Alto
purchased the company from the retiring owner. It was achieved through
securing a loan against future profits and the shares were then held on trust.
Subsequently Kelso was involved in securing tax benefits for ESOP employees
and the plans are now frequently seen as a form of retirement provision,
providing significant tax benefits for the organisation and the employee (Rosen,
Case and Staubus 2005). In 2011, there were approximately 11,400 ESOPS,
with 14 million employee-owners holding a total value in excess of $900bn
(Erdal 2011). ESOPs primarily, but not exclusively, hold shares only in their
associated organisation and there still may be external ownership. Employees
cannot buy shares but receive an allocation, which is then available to all
employees irrespective of grade. On retirement, the ESOP will then buy the
shares back from the employee which is then used to fund the employee’s
retirement plan, again under beneficial tax arrangements. An alternative method
is the Employee Stock Purchase Plan (ESPP) where the employee buys the
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shares directly, often at a discounted rate and it comes with different tax
allowances (Rosen, Case and Staubus 2005). The ESOP and ESPP are akin to
the UK trust and direct models of ownership, where the employees are gifted

shares in the first case and can buy them in the second.

Blasi and Kruse (2006) present a political history of employee ownership
within the USA. At different periods employee ownership has found and fallen
from favour, depending on the ruling presidential party of the time. Ronald
Reagan (1981-1989) signed laws that enabled the creation of between 1500-
2000 majority (or entirely) employee owned organisations — predominantly small

and family owned businesses.

"There has been an almost Jeffersonian ideological theme beginning with
President Ronald Reagan that every citizen deserves a stake in
capitalism, that wages are not enough, and that people need to strive
towards individual economic responsibility." (Blasi and Kruse 2006,
p133).

Subsequent administrations (for example the Clinton administration, 1993-2001)
have taken an opposite point of view. lh recent years the UK coalition
government (Conservative and Liberal Democrat, 2010-2015) has been
supportive of the EO sector (BIS 2012). Since coming to power in 2015, the

current Conservative government has been less vocal in its support.

In South America, EO has been a response to the collapse of
organisations via reclaimed businesses. As Ranis (2005, p94) puts it

“The Argentine workers depict dramatic confrontations between the rights of
private property and the rights of the well-being of the working class confronted
with unemployment and poverty”.

Ex-employees reclaimed the business (known as "Worker-take-overs" in
Europe) from owners who had the capital (buildings and equipment) but no
longer had the appetite to run the business hence denying people access to
employment and therefore personal wealth, financial security and health (Paton
1989, Jensen 2011). This led to the creation of worker-cooperatives and

employment rights were returned to the workers.

One of the most famous European examples of employee owned firms is
that of Mondragon, in the Basque region of northern Spain, founded by the
Catholic priest, Father José Maria Arizmendiarrieta in the late 1950s (Whyte
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and Whyte 1988). (Technically Mondragon Co-operatives are actually worker-
owned as the workforce is self-employed; however they are a good example of
a worker cooperative by virtue of being joint-owners of the co-operative capital).
By 2000, 85% of the population were directly or indirectly involved with one or
more cooperatives and by 2009 it was employing over 100,000 workers. This
provides significant benefits to the local community in terms of employment,
finance, healthcare, education and childcare (Whyte and Whyte 1988, Erdal
2011, Ridley-Duff and Bull 2015) all areas that are constantly under pressure
within the UK. "In Mondragon, | saw no signs of poverty. | saw no signs of
extreme wealth...| saw people looking out for each other.” (Long Island
University 2000). The personal financial gain from being a member of a
Mondragon cooperative is in the form of a capital account, where money is paid
in, from the surplus but can also be taken out again if there is a deficit, hence
there are also similarities to the UK direct model, as each member has a

personal stake which can go up and down in value.

Similarly, in Italy there is "the west's largest most successful genuine
workers co-operative movement” according to Birchall (1990) quoting
Holmstrém. With the significant density of coops around Imola, Erdal (2011)
found evidence to suggest that the impact of worker cooperatives had a positive
effect on the health and education of the population, as well as a propensity to
not purchase larger cars (even though they could afford them with the higher
wages) as they “did not feel the need fo make a public display of their wealth”
(Erdal 2011, p241). Hence this cooperative form of EO was affecting the culture
of the surrounding population and as such makes it an interesting and relevant
subject to study further.

Kibbutzes in Israel were created along similar lines to worker coops, with

four underlying principles (Barkai 1975):

1. Property is owned in common by the membership, both land and
buildings. This has similarities to the UK trust model where there are no

individual owners and all participants are beneficiaries.

2. Self-labour of the membership is paramount, so hired labour

should not be employed, although this is an ideal and not a reality.
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3. Labour power is at the disposal of the community (that is,
members do not individually determine what work they do or the

amount).

4, Equality of distribution - effort and reward are not linked. Individual
monetary reward is minimised by providing communal rewards instead,
for example housing and dining, however this enables at least a

comparable wage to the average wage in the country.

This was a utopian view and although the number of people in kibbutzes
has increased (115,300 in 2000, up from 69,089 in the early 1950s (Abramitzky
2011, p187)) the percentage of the overall national population involved has
dropped since the halcyon days of the 1950s. Issues of “brain-drain” (skilled
participants becoming frustrated with equal reward, shirking (those less
ideologically committed were less hard working) and adverse-selection (people
of lower ability choosing to work there in order to receive a better wage than
they could otherwise obtain) have all impacted upon their desirability
(Abramitzky 2011). As such this is a different expression of the rights of an
employee owner from those presented above by Pierce, Rubenfeld and Morgén
(1991) and Gates (1998) and the espoused values will impact on the culture
(Schein 1992).

The former Yugoslavia attempted to utilise self-management hoping to
build the economy around labour managed firms and thus provide full
employment for the country (Vanek 1973, 1975, Holmstrém 1985). However the
model was based around the state owning the capital, rather than the individual,
aligning it more to a trust based model (Ramachandran, Russell and Kun Seo,
1979) but clearly with different governance and not determined by the actual
workers. Mygind (2012, p1616) provides further history on the rapid growth of
EO and subsequent decline in the rest of Eastern Europe. Following the political
revolution away from communism in the late 80’s, it led to “the most
comprehensive privatization in history and laid the foundation for a new
distribution of wealth and power” whereby companies were given to their
employees. However this was rapidly followed by a steep drop in production
and wages. This downturn, linked with poor governance structures, enabled

strong management to extract capital from the organisation and encouraged
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employees to sell their ownership. Therefore EO blossomed and withered
quickly. It managed to survive more effectively in Croatia where they already

had appropriate legislation and governance structures.

It was a similarly story in Poland. As part of the revolution away from
communism, the desire was to turn all of the state owned industries into worker
cooperatives, however in order to cope with the crippling debt the country faced,
they were in fact sold into western interests, who proceeded to make staff

redundant and close them down (Klein 2007).

In the UK, the “Rochdale Pioneers”, are frequently regarded as being the
first successful cooperative society formed in 1844; a collection of weavers and
artisans who combined their resources in order to buy and sell, however
cooperatives originally existed in Scotland dating back to 1761 (Harrison 1969).
The Pioneers created the first draft of the cooperative principles which have

evolved over time but still bear a clear resemblance to their origins.

In 1929, John Spedan Lewis (Lewis 1948, 1954, Flanders, Pomeranz
and Woodward 1968) created what has become the largest UK EOB utilising an
Employee Benefit Trust (EOA 2012a) which now has approximately 90,000
partners and sales of £10bn (John Lewis Partnership 2014). The trust is held on
behalf of the partners (employees) who receive a bonus based on the profits of
the partnership. In 2013, this was 17% of a partner’'s annual salary, leading to
an average pay-out of £4000 (Ruddick 2013). The partnership’s ultimate
purpose is “the happiness of all its members, through their worthwhile and
satisfying employment in a successful business” (John Lewis Partnership
2013a) and as such, business decisions are constantly checked to see that they
are in line with the stated purpose (Erdal 2011, John Lewis Partnership 2013b,
Ruddick 2013). The John Lewis partnership is a keen advocate for EO and it
sponsors research into the field (for example see Matrix Evidence (2010)) as
well as supporting the EOA.

Sunderland Home Care Associates (2016) is an example of a hybrid
EOB having both a trust and a direct element of ownership. The majority of
shares are held in an employee benefit trust (EBT), to which all employees are
beneficiaries but pre-tax profits are then used to purchase shares. These are
then given to the current workforce so that employees hold their own personal
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level of shares too, dependent on length of service and the performance of the

organisation.

These are examples of EO taken from around the world and many more
could be cited, Germany, Denmark, Canada and so forth (Erdal 2011). They
illustrate that EO is part of the global economy and relevant today, so worth
studying.

2.2.1.2 Scale of employee ownership in the UK
Ownership in the UK tends to be broken into two distinct groups, that of

Cooperatives (UK Cooperatives) and non-cooperatives (primarily the EOA
definition of EO), however both like to share the John Lewis Partnership for its
pioneering role and positive contribution to the size of EO. Pendleton and
Robinson (2015) report that there are "around 250-300 firms with significant
employee ownership" in the UK, employing 150 thousand employees and
generating over £20bn in sales (EOA 2012a). Whereas Co-operatives UK
(2015a) report that there are nearly 7000 Coops, employing 15 million people
with a turnover of £37bn and that the cooperative sector has grown 20% since
the recession of 2008 (ICA 2013). However this includes all forms of
cooperative (for example consumer, producer, worker) hence these figures are
over represented. A conservative estimate of worker cooperatives suggests that
they account for £146m of business, employing over 6000 people (Atherton
2012). The ICA (2013) suggests a more significant contribution (when John
Lewis Partnership has been removed from the figures), that there are 496
worker cooperatives with a combined turnover of £500m. As mentioned in
section 1.1, this research specifically focuses on trust, direct and worker

cooperative forms of EO.

As such EO is still a relatively niche area of the UK’s total economy
however it was being promoted by the government that the UK needed to move
to a “John Lewis Economy” (Mason 2012). The EOA has a target to increase
the turnover of EOBs to £100bn (or 10% of GDP) by 2020 (EOA 2013a) hence

it is an area that is growing in importance.

2.2.1.3 Benefits of employee ownership
Employee ownership is argued to have a beneficial effect on both employee

owners and the overall businesses but they are not guaranteed. The meta-
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research by Matrix Evidence (2010) suggests a number of benefits from EO.
However this research is sponsored by two large EOBs that potentially have a
vested interest in promoting EO, so there is still a need for independent
university led research into the claimed benefits of EO. They report that the
most significant benefit for employees is being able to have a voice with regard
to management decisions and that employees are better rewarded both
financially and intrinsically (for example job satisfaction). Employee commitment
and satisfaction "tends" to be stronger in EO organisations than not, but it is

unclear if it is a causal effect.

The increased work autonomy leads to better overall employee health or
at least does not lead to the detrimental effect on health from a lack of
autonomy. This is supported by McQuaid et al (2012). EOBs can also have a
positive impact on the surrounding population, suggesting that the concentration
of EOBs in different parts of Italy correspond to increased levels of health and

life expectancy (Erdal 2011).

EOQ is seen to have benefits for the commercial performance of EOBs as
well (Henry 1989). Performance of EO businesses is at least as good as non-
EO businesses and in certain conditions there are productivity gains from EO.
This is most obvious when there is a definite link to involvement in decision
making. Survival in difficult economic times is at least as good if not better for
EO businesses. There is also a suggestion that EO creates conditions which

are favourable to innovation within the organisation (Matrix Evidence 2010).

There are, however, well-documented examples of EO businesses that
have not survived in the long term (Rosen, Case and Starbus 2005, Blasi and
Kruse 2006, Fahey 2009). Erdal (2011) celebrates the paper manufacturing firm
Tullis Russell as being a family owned business (since 1809) that transferred
into EO in the late 1980s. However a significant part (Tullis Russell
Papermakers, employing 374 staff) went into receivership in 2015 as it was no
longer economically viable (Tullis Russell 2015, BBC 2015). Similarly
organisations can move in and out of EO, subject to approval of the governing
trustees if it is considered in the best interests of the employees (Pendleton and
Robinson 2015). This was the case of Loch Fyne Oysters, which transferred
into EO following the sudden death of one of the two founding owners and then
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transferred back into private ownership nine years later in order to gain access
to funds required to expand the business (Erdal 2008, 2011, BBC 2012).

McCarthy and Palcic (2012) tell the story of Eircom, the Irish
telecommunications organisation that “despite the substantial shareholding and
influence of the ESOP, we find that it has failed to create a sense of
psychological ownership among employees”, this led to short termism,
maximising of personal profits and ultimately massive debts rather than a longer
term shared view. The governance board were appointed by trade union
representatives rather than employees and when employees left the
organisation they were able to hold onto their shares, causing over 50% of the
"employee ownership" to be owned by ex-employees with a preference for

personal profit over employment which was no longer relevant.

Kaarsemaker and Poutsma (2006, p677) also question the benefit of EO
suggesting that:

“Several reviews of studies of the link between employee ownership on
the one hand, and HRM outcomes and company performance on the
other hand, have concluded that hardly any negative effects have been
found, but at the same time that positive effects do not appear to come
about automatically” (emphasis in original)

It can be seen that EO is not a guaranteed panacea for solving all of an
organisation’s problems but it does have potential to bring benefits to the
organisation and its employees as well as society in general (Wills 1998, Erdal
2011). Therefore this is a potential reason for an organisation to become

employee owned, and this is now discussed further in the next section.

2.2.1.4 Why adopt employee ownership?
In researching the organisational culture of EOBs it is important to appreciate

why people choose to adopt employee ownership in the first place as it may
have an impact on the culture (Schein 1992). Hyman and Mason (1995)
suggest two potential reasons; firstly, "fo enhance workforce performance
through the alteration of employee behaviour" (that is, for purely commercial
benefit hoping to gain a perceived competitive advantage as shown in the
previous section (Matrix Evidence 2010, EOA 2014)); or secondly, for "idealistic
philosophy" and moral reasons (Harrison 1969). Under these two broad

headings there are a variety of options which are discussed below.
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Employee ownership can provide a degree of social justice in response
to the excesses of capitalism, in order to reduce wealth inequality and the
negative impact it has, as shown by Wilkinson and Pickett (2010). Copeman,
Moore and Arrowsmith (1984, p15) point out that:

“...the low popularity of capitalism, in spite of its economic success, does
not lie in the nature of competitive enterprise itself, but in the way the tax
system and the workings of the capital market together have caused the
bulk of the population to be shut out from owning part of the enterprise
system. The criticism has lain not on the amount of wealth produced, but
on its distribution."

A practical example of this is the John Lewis Partnership and how the founder,
John Spedan Lewis, was deeply upset by the huge wage inequalities he saw in
the organisation (£2m for three family owners compared to £4000 each for 300
workers). He subsequently chose to transform the business into an EOB,
handing over his ownership (£50m in today’s money) to a trust (Erdal 2011).
Ernest Bader (1975), the founder of Scott Bader, tells a similar story of
disillusionment with capitalist values so he also chose to voluntarily give the
ownership over to the employees via a trust (Scott Bader 2015). These are both
illustrations of a moral response to perceived injustices that could be partially
rectified through moving to EO.

Adler, Forbes and Wilimott (2007, p157) define capitalism as:

"a form of society characterized by wage employment (thus domination
by the class of owners, as distinct from cooperative ownership) and
competition between firms (thus domination by the anarchy of the
market, as distinct from democratic planning)”.

As a form of social innovation, EO confronts this definition head on via
cooperative ownership and with the class of owners being the same group of
people as the employees. Employee ownership challenges the standard
Master/Servant employment contract, since the employee holds both roles
simultaneously (Ellerman 1997). It is an attempt to move from the position
where capital buys labour to where labour buys capital. In fact it seeks to
challenge the whole employment relationship and alters the balance of power to
that of one of democratic sharing (Erdal 2011, Jensen 2011a). Bader (1975,

p227) similarly questions the values of wage employment:

“The wage system takes almost everything for granted; it is all too
common to speak of obligations and rights, of duties and hours of work.
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In a family, such a state of affairs would be strange since, ideally whether
rich or poor, there is a natural concern for all.”

At the same time, Vanek (1975, p364) wrote similarly, proposing a “labor-
managed system” that is “at worst equal to the western-type capitalist system’.
The emphasis being on maximised income per worker rather than total overall
profit. However in times of recession this can lead to downsizing the
organisation in order to maintain the individual profit level for the remaining
employees and casting aside the redundant ones (Vanek 1977). Post

Yugoslavia, is this the preferred strategy for EO in the UK now?

Principle 6 of the ICA’s cooperative principles (ICA 2014) states that
there should be “Cooperation amongst cooperatives”. This provides an
alternative to the “anarchy of the market” whereby cooperatives actively work
together to support each other. An example of this is in seen in the Italian
worker coops where “When labour must be laid off, other co-ops come under
strong moral pressure to take on extra workers or even to absorb a whole co-
op” (Holmstrém 1985, p10). Similarly the Mondragon cooperative members pay
a tax (in 1985 it was 2.35%) to the social security cooperative (Lagun-Aro)
which is then responsible for relocating redundant members into other coops
(Whyte and Whyte 1988). This is different to the standard market approach of

letting failing organisations simply go to the wall.

Ellerman (1997, p1) argues for an economic democracy, "A market
economy where the predominant number of firms are democratic firms”, in order
to renegotiate the employer-employee relationship so that employers no longer
“hire” human beings but they can become members of the organisation . EO
where EOBs reportedly give their employees influence via a voice could
therefore be a step towards this. Similarly, Johnson (2006) argues for
organisational democracy which ultimately spills over into a “democratic culture
in civic life”, once again employee owners who are democratically involved in

the governance of the organisation will exhibit this.

However EO can be construed negatively, simply as a means of tax
avoidance. The offer of a proportion of ownership has been used as a
mechanism for exchanging employment rights for possession (for example
reduced wage increases for share options). A recent example of this in the UK

was the selloff of Royal Mail where employees received 10% of the ownership
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in exchange for changes in working conditions (Parker 2014). Another example
of this brings into question, for whose benéefit is the EO for?

“One of the few businesses to start using the scheme is private equity
owned fruit firm Whitworths, where eight senior executives have been
handed stakes as part of a £90 million sale. They won't have
employment rights, but they will — entirely coincidentally - be exempt from
capital gains tax when they sell their shares.” (People Management
2013).

Slott (1985) argues that although EO may be good for the employees of
an EOB, it weakens the power of trade unions in general and as such is bad for
employment overall. However from their experience of the UK bus industry
Pendleton, Robinson and Wilson (1995) disagree. They found that
organisations that transferred into EO, kept their existing union roles which

could actually became stronger with a greater voice.

Sauser (2009) questions whether EOBs can maintain a truly democratic
structure as they grow larger and individual voice diminishes whilst some form
of management power rises up instead. Ultimately he sees that this could then
degenerate into an abuse of power by a few with no distinction from a traditional
organisation. Although he does suggest that EO might be the “ideal blend of
capitalism and communitarianism”. It is also recognised that capitalism has
different emphasises around the world, for example "the Japanese see
capitalism as a system in which communities serve customers, rather than one
in which individuals extract profits" (Hampden-Turner and Trompenaars 1994,
p167) the latter of which is a more Anglo-American perspective and this
research, based in the UK, fits into.

EO may lead to a fairer society, as Spedan Lewis (1957, p1) said in a

radio broadcast

“The present state of affairs is really a perversion of the proper working
of capitalism. It is all wrong to have millionaires before you have ceased
to have slums.”

Using Wilkinson and Pickett’s (2010) information Erdal (2011, p243) picks out

social problems (suicide rates, drug abuse, prison population) that would benefit

from “a better, fairer distribution of wealth”. In classically owned companies

large wage disparities can exist. In 2009 the average pay for FTSE 100 chief

executives was 88 times that of the UK median pay, up from 47 times just ten
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years earlier (Armstrong 2012). In 2016, People Management (2016) put the
average FTSE 100 CEO pay as 183 times that of the “typical’ employee.
Bratton (2015, p253) goes further in his example of an American CEO who
received 1795 times the lowest paid worker in the organisation ($53m
compared to $20k) and who was then subsequently laid off for underperforming.
Would a democratic EOB allow such an extreme disparity to happen (Dietz,
Cullen and Coad 2005, Norton and Ariely 2011)? In large EOBs the ratio
between the highest paid and lowest can be dramatically different. In John
Lewis the ratio was capped at 25:1 until recently (Cathcart 2009) but has now
been extended to 75 times with the bi-annual option to dismiss the chairman by
the elected board for under performance (John Lewis Partnership 2014). Ridley-
Duff and Bull (2015) note that the ratio at Mondragon has always been less than
10 to 1 and averages just 5:1, which has to be agreed by all membersviaa
vote. Stiglitz (2013) in the USA and McDonnell, Macknight and Donnelly (2012)
in the UK report that wealth inequalities have been seen to be widening in
recent years; as Oakeshott (1975, p293) pondered “what differentials would
-result in Britain if they were decided by even a partially democratic voting
system, as at Mondragon?”

Therefore, choosing to create or become an EOB could be for a variety
of reasons; social justice, personal moral conviction, a desire for a more
democratic society, improved organisational performance, a reduction of wealth
inequalities, community benefit, increased personal gain, tax avoidance or a
reduction in workers power. Therefore having a greater understanding of EO

would be beneficial to employers, employees and society in general.

2.2.1.5 How EOBs are instigated
The EOA (2015a) highlight how organisations can become employee owned at

different points in the business lifecycle (Cornforth et al. 1988). These include:

e Start-ups - where the founding partner(s) deliberate set out to create an
EO company from scratch.

e Growth - Utilising the positive features of EO to obtain and retain key
employees.

e Public service spin-out - On conversion from public service to an

external organisation (Pendleton and Robinson 2015).
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e Succession - where private owners chose to leave the organisation or
retire. This is the most frequent route into EO (EOA 2015b) however it
does not guarantee that the option will be welcomed by the current
workforce.

¢ Insolvency or closure - using an employee buyout or worker-take-over
to extend the life of a failing organisation (Paton 1989, Wills 1998,
Jensen 2011) or one threatened with being sold off to a competitor or
closed down on the retirement of the owner. By sharing ownefship
amongst all the employees and writing the deeds of the trust in such a
way that the organisation cannot be sold, this provides a level of

protection of employment to the employees (Aubert et al. 2014).

Each scenario brings different challenges to face with regard to the conversion
to EO and subsequent psychological adoption of ownership (Pierce, Rubenfeld
and Morgan 1991). According to Schein’s (1992) definition of culture concerning
new members being taught successful ways to work, previous experience
clearly has an impact on the current culture, so the history of the organisation is
important. Hence at the point of becoming employee owned, the culture will
either have carried on from before, to a greater or lesser extent, or been
initiated by the founding workforce. This will be relevant to the research. This
section has provided a background to EO in general, it now turns in detail to

look at the specific models that are relevant to this research.

- 2.2.2 Types of employee ownership
As previously mentioned there are different ways in which employee ownership

can be operationalised and these fall into three broad models of ownership.
They are: cooperatively (or mutually) owned, directly owned and trust owned
(also known as indirectly owned). They diffef in the way that shares (or equity)
are acquired by employees as well as the amount an employee can hold. They
also have different ways of financially rewarding the employees based directly
on their stake in the organisation. As Toscano says, quoted by Pierce,
Rubenfeld, and Morgan (2009, p130), "Different forms of ownership have
different effects on companies and their work force" and a significant aim of this
research is to understand how the ownership model influences the culture of the
organisation. Therefore a clear understanding of the three ownership models is
important and provided below.
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2.2.2.1 Cooperative ownership
There are various forms of cooperatives based on who is eligible for

membership, for example consumer cooperatives, producer cooperatives,
worker cooperatives, client cooperatives and mixtures thereof. This research
focuses purely on worker cooperatives, as it means the workers have the
greatest influence on the cooperative and not external shareholders. Ellerman

(1997, p68) defines worker cooperatives as

“a cooperative where the members are the people working in the
company, and where patronage is based on their labor as measured by
hours or by pay.”

Cooperatives have been traditionally created along ideological lines (typically
formed in the 1970s in the UK) or more pragmatically simply as an effective
business model (formed more in the 1980s). Cornforth et al. (1988) found that
the average size of a worker cooperative was only seven people. Membership
may require a capital investment by a new member, which can potentially
exclude people, or a nominal £1 share is often use, with the capital being raised
elsewhere. This can be a particular issue for cooperatives, as banks can be
reluctant to loan money to them due to the poor equity to loan ratio (Ridley-Duff
2009). In addition, coops may not have an equal distribution of ownership
amongst members, although all the coops in this research are equal and so
membership was a purely nominal cost (Paton 1989). Similarly it looks at
cooperatives where the entire ownership is within the workers and not held
externally, so that it is not diluted or subjected to external control due to

ownership.

The initial share value (whether £1 or a share of the true cost) is typically
offered at “par value”. This means that it cannot accrue in value and prevents
any desire for the cooperative “being run mainly for the purpose of increasing
the value of the shares (just like an investor-owned business)” (McDonnell,
Macknight and Donnelly 2012) and instead allows it to be focused on the values
of cooperatives.

Cooperatives follow a set of internationally agreed principles; the most
recent version declared by the International Co-operative Alliance (ICA) in 1995,
has 7 principles (ICA 2014):
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Voluntary and open membership
Democratic member control
Member economic participation
Autonomy and independence
Education, training and information

Cooperation amongst cooperatives

N o a kR 0Db =

Concern for community

These principles were adapted by the ICA (2005) to specifically cover the

characteristics of worker cooperatives and are reproduced below:

1. They have the objective of creating and maintaining sustainable jobs and
generating wealth, in order to improve the quality of life of the worker-members,
dignify human work, allow workers’ democratic self-management and promote
community and local development.

2. The free and voluntary membership of their members, in order to contribute
with their personal work and economic resources, is conditioned by the
existence of workplaces.

3. As a general rule, work shall be carried out by the members. This implies that
the majority of the workers in a given worker cooperative enterprise are

members and vice versa.

4. The worker-members’ relation with their cooperative shall be considered as
different to that of conventional wage-based labour and to that of autonomous

individual work.

5. Their internal regulation is formally defined by regimes that are

democratically agreed upon and accepted by the worker-members.

6. They shall be autonomous and independent, before the State and third
parties, in their labour relations and management, and in the usage and

management of the means of production.

Therefore worker cooperatives are characterised by their adherence to
the ICA (2005) principles and have a focus on democratic governance usually
made upon a one member/one vote basis (Ridley-Duff and Bull 2011). Profit is

shared in a manner agreed amongst the membership.
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2.2.2.2 Direct ownership
In directly owned organisations, employees possess personal shares in the

organisation. They can either be purchased voluntarily or mandated to be
purchased as a condition of continuing employment or given to the employee as
part of the overall reward package (Shields 2007). The cost of share purchase
can be a barrier to ownership so organisations sometimes provide loans to help
support employees. Often there is a limit on the amount of shares an individual
can hold, specifically to stop them obtaining a controlling share in the
organisation, therefore denying liquidation and transfer rights (Gates 1998).
Paton (1989, p102) refers to direct ownership as “Worker Capitalism”.

Organisations provide a mechanism to enable employees to buy and sell
shares, often this is time limited (for example during one day or month in the
year). Typically when an employee leaves or retires there is an agreed plan to
return the shares, either immediately or over a period of time (Ellerman 1997).
The employee gains personally from this ownership in potentially receiving an
annual share dividends as well as benefiting from any increases in share value
when they are sold, however they can also go down in value, losing the
employee money. If governance is based on a one share/one vote basis, it can
lead to a potentially uneven distribution of power, limiting some people’s voice
(Johnson, Scholes and Whittington 2008).

Therefore direct ownership is characterised by personal ownership of a
variable quantity of shares, that provide a dividend as well as potentially gaining
in value over time, that can be extracted from the organisation by selling them
back (Pendleton and Robinson 2015).

2.2.2.3 Trust ownership
An Employee Benefits Trust (EBT) is a legal arrangement whereby ownership

of an organisation is held on behalf of the employees, typically by a board with
appointed trustees (Nuttall 2012). The governance and purpose of the trust is
defined within the Trust deeds, which may require specific requirements to be
upheld. For example the John Lewis Partnership, a well-known UK Trust owned
organisation, has a list of defined principles that can only be changed through

the democratic process; they include Principle 1 —

“The Partnership’s ultimate purpose is the happiness of all its members,
through their worthwhile and satisfying employment in a successful
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business. Because the Partnership is owned in trust for its members,
they share the responsibilities of ownership as well as its rewards —
profit, knowledge and power.” (John Lewis Partnership 2013a, p7).

All decisions in the organisation are reviewed against this principle to see that

they are consistent with it.

Trust ownership is an effective way of handling business succession. In
this scenario, the retiring owner can sell their shares to a trust which uses a
loan to pay for the purchase. The profits of the organisation are then used to
initially pay off the loan and ultimately provide a dividend to employees (Rosen,
Case and Starbus 2005, Erdal 2011). In the case of the John Lewis Partnership,
the owner (John Spedan Lewis) deliberately chose to donate all of his shares to
the trust thereby avoiding the need for the trust to commence its existence in
debt (Lewis 1948, 1954).

Trusts can have a defined duration (a maximum of 125 years) or be in
perpetuity and on completion the trustees can choose to allocate the shares to
the employees directly, create a new EBT or, give them away to charity (Nuttall
2012). The trustees also determine the dividend that each employee receives.

Trust ownership is also known as indirect ownership, in contrast to direct
ownership explained above. It therefore allows employees to benefit from the
trust (as beneficiaries) however ownership is not personally held by the actual
employees but by the trust instead (Pendleton and Robinson 2015).

2.2.2.4 Ambiguity in ownership
The three models presented above represent different methods of achieving EO

however in reality the situation is much more complex. In their purest form, EO
organisations would be entirely owned by the employees, but external
ownership of a portion of the organisation is still possible. This may be due to
initial investors maintaining a stake, retired or leaving employees retaining
shares, venture capitalists buying a share or for a variety of other reasons
(McCarthy and Palcic 2012).

Similarly, more than one model of ownership can be in operation at the
same time, thereby creating hybrid models. For example the EOA recognises a
fourth model of “hybrid ownership” (McDonnell, Macknight and Donnelly 2012,
EOA 2012b, Pendleton and Robinson 2015,). This is a mixture of trust owned
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and directly owned, which benefits from allowing employees to purchase their
own shares and also provides a repository for any currently unallocated shares,
which are then held in trust for the benefit of all employees. Hence in this
scenario employees may receive a dual benefit of reward from their personal
shares as well as a dividend on the shares held centrally. This can lead to an
ebb and flow of shares from the trust to employees, providing an ever changing
situation. In addition thought is required in order to ensure an appropriate
democratic influence, considering whether some employees get a double vote

through the trust and their personal share ownership.

Again though the EOA (2012b) model is too simplistic, since hybrid
models can exist between each of the three primary types. Worker cooperatives
can themselves be members of other cooperatives. For example the
Mondragon Cooperative Corporation in Spain is a cooperative of coops (De
Normanville, Wren and Ridley-Duff 2015). Each member coop is primarily
owned by its workers and the secondary coop, which will have seeded the initial
creation with start-up funding. Profits from the organisation are not paid directly
to the employee in cash but held on their behalf in an “internal capital account”
that accrues interest which is similar to an employee holding a share in the
direct model (Ellerman 1997, Ridley-Duff and Bull 2015).

Cooperatives do not have to have an equal equity share distribution
between members and the cost of joining can be a true percentage of the value
of the cooperative. Hence this is more akin to a direct model however voting is
restricted to “one member one vote” and is not affected by the amount of shares
held (Co-operatives UK 2015b). Nor does the surplus distribution have to be
shared equally amongst members; it can be defined within the articles of the

coop, making it more aligned to a trust model.

As part of the contested definition of exactly what EO is, it has only been
in the last five years that the EOA has fully recognised worker cooperatives as
~part of the EO sector. During their sponsored study of the effect of EO on
organisations (Matrix Evidence 2010), the EOA specifically requested that
during the data gathering phase it “Exclude studies of worker co-operatives”.
Similarly in 2011, the UK government stated that there are “two main types of
employee ownership” (BIS 2011), which are direct and indirect. Hence outside
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the cooperative world, worker cooperatives are not as well recognised although
John Spedan Lewis (1954) created the John Lewis Partnership as a “Producer-
Cooperation, as a method of sharing more fairly”. Since it is the largest
employed owned business in the UK and a vocal supporter of EO (John Lewis
Partnership 2013c), the EOA have been keen to embrace it but still do not make
specific reference to worker cooperatives within their definition of EO (EOA
2015a).

The influential Nuttall (2012) review, investigating the barriers to growth
of the EO sector, only acknowledges direct, indirect and hybrid (direct and trust)
models. The response by the UK government still makes a distinction between
“employee ownership and cooperatives sector” (BIS 2012). More recently
though in collaboration with the EOA, Pendleton and Robinson (2015)
recognise four forms (direct, indirect, membership/mutual and hybrid) in their

survey of EO in Britain.

The purpose of this research is to investigate organisational culture
within EOBs, specifically considering how the ownership type might influence
the culture. Therefore to provide the greatest contrast between the types,
hybrids are avoided (as far as possible, although practically this is not
straightforward) and only the three initial theoretical models (worker
cooperative, direct and trust) are used, to attempt to provide a clearer distinction
between them. Table (2.1) below summarises the different forms of ownership
prior to fieldwork.

EO Type Gain ownership | Reward Hybrid (?)

Cooperative Purchased (either | Share of surplus | Cooperative of
nominal value £1 cooperatives.
or % of actual
value).

Direct Purchased via Share dividend Yes with trust
shares in the and increase in type.
organisation share value on

sale.

Trust Ownership Bonus Yes with Direct
remains with the | determined by type.
trust but the trust from the
benefits are given | profit created.
to all qualifying
employees.
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Table 2.1 Summary of ownership types*

2.2.3 Rights of ownership
What does ownership actual offer? Gates (1998) defines ownership as

providing a collection of rights (see also McDonnell, Macknight and Donnelly

(2012)). These are revisited (from section 1.2.3) and reviewed from an EO

standpoint below since the expectation of rights feeds into underlying beliefs

and assumptions and hence culture (Schein 1992).

Liquidation Upon liquidation employee owners would have greater
rights to obtain a portion of the remaining value of the organisation than if
they were just employees since they are shareholders as well, entitling
them to a preferred status as well as residual value after creditors are
paid.

Appreciation The direct form of ownership does give appreciation rights
to owners who are able to sell their personal shares. This does not apply
to trust (as individuals have no shares) and cooperative (those that have
a nominal £1 fixed price share) employees. In this way direct owners can
receive recognition for their entrepreneurial effort. Sauser (2009) suggest
that this can also lead to a conflict of interests whereby employees are
supporting the ongoing profitability of the organisation for the long term
whilst seeking to maximise their own personal income in the short term.
Transfer As owners do employees have a right to transfer some of their
shares elsewhere or alternatively, prevent the organisation being
transferred into different ownership? Again direct ownership allows
employees to have personal shares. However whether they can be
transferred outside of the organisation is a question to be determined
during the research. Cooperatives and trusts do not normally allow
shares to be owned outside of the trust or cooperative itself. This control
does give employee owners a say in whether the organisation is partially
sold off or even prevented from being sold off. Cathcart (2009) tells the
story of a single employee that raised the question of whether the entire
John Lewis Partnership could be transferred into private ownership,

potentially realising £100,000 for every partner. It was prevented by the

4 Note this table is revised in chapter 8 following the fieldwork.

38



constitution and the requirement upon the chairman to resist any such
attempt. However Eaga (an EO organisation) was sold externally by the
elected trustees, who considered that they were acting on behalf of the
employee owners. However when the workforce became aware of the
deal, they were able to negotiate a continuing stake (in the form of a
trust) in the organisation, thereby preventing a complete transfer of
ownership (Ridley-Duff and Bull 2015). Sauser (2009) advises that EOBs
should “Create an organizational structure that shares power among
several bodies, and thus limit its concentration” which he sees as a way
of avoiding the conflict of interests of a single power base as well as
reducing the scope for the potential abuse of that power, including selling
the organisation off. This is seen in the tripartite governance structure of
both John Lewis Partnership and the Mondragon cooperatives (De
Normanville, Wren and Ridley-Duff 2015). Therefore EO does provide
additional rights to employee owners to be involved in the decision to
transfer shares.

Income What right do employees have to receiving an income based
solely on being an owner, rather than just a wage which is earnt? As
employee owners, they have the same right as external owners to a
share in the profits generated, this is potentially more than a non-owner
but employee ownership on its own does not guarantee in sharing
dividends. This is seen in the recent NHS spin offs, that are declared as
not for profit from the outset (Cooper and Robinson 2013). For an
example see Spectrum Health (2015) in Wakefield. However this
research specifically focuses on “for profit” organisations so that there is
a link between ownership and potential, personal financial gain in order
to see its influence on culture. If there is no possibility of personal gain
then it could be expected that it would have an impact on the culture as
well.

Therefore EO does give employee owners greater rights than would normally

be given to an employee in a traditional investor-led organisation. Possession

entitles possession of the organisation as well as possession of the fruits of the

organisation and not simply a wage (Kaarsemaker and Poutsma 2006, Erdal

2011). By providing a voice, EO gives a level of influence within the
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organisation. Share ownership without control rights “make little difference to
the pattern of worker layoffs and management practices” (Ridley-Duff and Bull
2015, p99). However that influence can be enacted in multiple ways.

Do employee owners have rights to vote on decision and be involved in
the governance of the organisation? Pierce, Rubenfeld and Morgan (1991)
suggest that being able to exercise influence (control) is a key tenet of EO and
therefore employee owners should have greater involvement in the running of
their organisation over that of a traditional investor-led organisation. Control
may or may not be enacted through voting but other mechanisms yet to be
determined in the field. Do employee owners have equal influence or does it
alter depending on the level of ownership? Are voting rights linked to the

amount of ownership or are they simply “one person, one vote”?

Ridley-Duff and Ponton (2013, p13, 24) developed a theoretical
framework showing varying depths of participation (reproduced below in table
2.2). To what extent do the different ownership types encourage participation in

the management and governance of the organisation?

Level Depth of participation

1 - No involvement A management style where
members/employees are not invited to
meetings or elected to management bodies to
contribute to operational or strategic decision-
making. Typically, staff are not provided with
any verbal or written guidance by managers
and/or governors before decisions are made.

2 - Passive involvement A management style where
members/employees are provided with both
written and verbal guidance by managers
and/or governors, but are not invited or
elected (individually or in groups) to contribute
to operational or strategic decision-making.

3 — Active Involvement A management style where
members/employees (individually or in
groups) have discussions about (pre-formed)
management proposals, but are not invited or
elected to participate in the formation of these
proposals, or final decisions about their
implementation.

4 - Managed Participation A management style where
members/employees (individually or in
groups) can participate in the development of
ideas, and where managers focus on
coaching members/employees to develop
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their ideas into proposals, and support them
during implementation. Managers retain some
powers to screen-out weak proposals.

5 - Member-Driven A management style where any
Participation member/employee (individually or in groups)
can initiate discussions on operational or
strategic issues, arrange and participate in
meetings to develop proposals, and exercise
both voice and voting power when decisions
are made about implementation.

Table 2.2 Depths of participation (Ridley-Duff and Ponton (2013, p13 & p24)).

Greater involvement is not necessarily a good thing though. Hyman and
Mason (1995) see empowerment as a form of employee involvement whereby
employees are given individual job ownership with a view to improving the
organisation. From their experience, empowerment is used where management
layers have been removed and is therefore a form of work intensification. This
can have two negative effects; additional stress from the responsibility without
any extrinsic reward being given and secondly, being held responsible for any

failures, rather than the deficiency of managerial support.

What information is made available and who and when can they access
it? Pierce, Rubenfeld and Morgan (1991) suggest that information access is a
vital part of ownership and it would therefore be expected to be more available
than in a non-EO organisation. There may however be restrictions on what
employee owners have access to and considerations on the timeliness of
information. Within the John Lewis Partnership, employees can write to the
chairman requesting information which has to be supplied or an acceptable
explanation given for not doing so (John Lewis Partnership 2013a). Therefore it
is expected that employee owners will have greater access to information than

normal organisations and this will be reviewed in the field.

2.2.4 Employee ownership summary
The section above has provided a background to what employee ownership is;

its different forms; where it came from and its current standing in the UK. This is
the foundation to the research, which focuses exclusively on the three specific
types of ownership (cooperative, direct and trust) and so is required in order to
understand the rest of the investigation. The aim of the research is to
understand how the ownership types influence culture, so attention is now

turned to look at the literature on culture and its intersection with EO.
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2.3 Organisational culture

Watson (2001, p32) provides a sombre warning regarding the creation of

cultures in society,

“a process which involves power, violence and intimidation, in which
regularly see some human groups winning out over others in the
competition for scarce and valued resources, for power and for the
freedom to define meaning for others.”

How is culture created and maintained within EOBs? In this initial look at
organisational culture, three theoretical models are described and reviewed;
those of Schein (1992), Johnson, Scholes and Whittington (2008) and Martin
(2002). There are many more that could be selected (for example Deal and
Kennedy (2000), Hatch (2010)) however these are selected as being significant
signposts in the development of the topic and widely acknowledged by other
authors (for example Ouchi and Wilkins (1985), Kahn (1990), Bratton (2010))
and each other). It is expected that during the findings chapters (5, 6, 7, 8 and
9) a wider spread of literature will be brought to bear but for this inductive

research only a limited amount will be considered initially.

2.3.1 Schein’s model of culture
Schein (1992, p12) defines the culture of a group as,

‘A pattern of shared basic assumptions that the group learned as it
solved its problems of external adaptation and internal integration, that
has worked well enough to be considered valid and, therefore, to be
faught to new-members as the correct way to perceive, think, and feel in
relation to those problems”.

As such he sees it as being made up of three levels that move from surface and

visible to deep and unobservable:

e Artefacts
¢ Espoused Beliefs and Values

¢ Basic underlying Assumptions

Schein (1992, p26) suggests that you can learn about culture through studying
all three levels of culture however the "essence of a culture lies in the pattern of
basic underlying assumptions" and it is only after grasping these that the other
two levels can be appropriately understood. Artefacts are easy to observe but

- can also be misinterpreted when trying to understand the underlying
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assumptions. This study is looking to uncover the underlying assumptions within

the culture and how EO might influence those assumptions.

Looking specifically at worker coop culture Whyte and Whyte (1988,
p270) provide a definition that is similar to Schein's, "the culture of a people is a
system of widely shared beliefs and values and a set of characteristic
behaviours used in organizing social processes". Caramelli and Briole (2007,
p296) recognise the influential nature of values and the impact they have,

hence the importance in selecting them, as far as is possible,

“By setting the rule of what is good and bad, important and unimportant,
etc., values are considered as the determinants of attitudes and
behaviours in determinate situations. They are therefore likely to
moderate the attitudinal and behavioural effects of management
practices”.

Within EO who determines the outwardly declared values? |s it management or

are all employee owners involved in defining them?

In line with Schein’s understanding of teaching new recruits how to
behave, Gibson et al (2006, p41) define socialization as “the process by which
organizations bring new employees into the culfure” and it is made up of three
stages: anticipatory (both employer and employee finding out about each other
prior to starting work); accommodation (what happens as the employee starts
work) and role management (how the employee adapts to balance their life
inside and outside of work as well as adapting to working alongside different
departments). Each of these stages is relevant to the recruitment and
performance of an employee owner and their adoption of the psychological

element of ownership.

2.3.2 Johnson et al. Cultural web
Johnson, Scholes and Whittington (2008) build on Schein's understanding of

culture and refer to the "organisational paradigm", by which they mean the “set
of assumptions held in common and taken for granted in an organisation” this is
in effect Schein's basic underlying assumptions. As a way of being able to
analyse an organisation's culture they proposed the “cultural web" (see figure
2.1 below) which illustrates the "behavioural, physical and symbolic

manifestations of culture”. The different “petals” of the web provide useful

43



lenses through which to look at the culture of the EOBs and can help form

questions to be asked during interviews.

[ Figure removed for copyright reasons.]

Figure 2.1 “Cultural web” (Johnson, Scholes and Whittington 2008).

Are there cultural symbols that relate to employee ownership? How is power
distributed within the organisation? To what extent does EO affect it? Are the
organisational structures altered by being EO? Is it more hierarchical or less
or something completely different than would be expected? What control
systems are used for monitoring and supporting members of the organisation,
such as Key Results Areas (KRAs) and Key Performance indicators (KPls)
(Shields 2007)? How are they influenced by EO? Are there Rituals and
Routines that relate to being EO? Are there Stories relating to EO that provide
good examples of the culture; either heroes of the culture, villains (that
demonstrate anti-culture), mavericks (who demonstrate a different way of doing
something), successes (reinforcing the good) or failures (warnings against the
bad)?

2.3.3 Martin’s view of culture
Martin (2002) lays a significant foundation for researching organisational culture

both theoretically and practically. She identifies eleven different definitions of

organisational culture, in addition to her own definition of culture,

“patterns of interpretation composed of the meanings associated with
various cultural manifestations, such as stories, rituals, formal and
informal practices, jargon, and physical arrangements” (Martin 2002,
p330).

This multiplicity of definitions helps to explain some of the controversy and

confusion surrounding the subject.

To help understand Martin’s definition it is important to recognise that
patterns of interpretation are

“collectively shared mindsets which are neither accidental estimations
nor selective individual opinions. They are implicit and normative in that
they guide human activities” (Fuchs 2013).

Hence they are shared understandings of cultural indicators that are potentially
accessible to anyone in the organisation if they are available and these then

guide the actions of the actors involved. To be part of the culture the mindset
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must be recognisable among more than just one person, if not, it is an opinion

rather than a shared understanding.

Several of Martin’s listed definitions also emphasise the shared nature of
culture amongst the participants. For example, Sathe (Martin 2002, p57) states,

“Culture is the set of important understandings (often unstated) that
members of a community share in common”.

These understandings are interpretations of unwritten rules that exist socially,
but have a physical manifestation and outworking. Davis (Martin 2002, p57)
says

“(Culture is) the pattern of shared beliefs and values that give members

of an institution meaning, and provide them with the rules for behaviour
in their organization”.

However conflict and ambigbuity can also form the culture. Mills (Martin 2002,
p57) says,
“Ideas and cultural arrangements confront actors as a series of rules and

behaviour; rules that, in their contradiction, may variously be enacted,
followed or resisted”.

Different actors can interpret the rules independently, as well as having different
motivations for choosing to follow or reject them. They can actively desire to be
anti-cultural but in so doing there is recognition that there is still a culture with

defining rules.

Martin (1992) proposes three different views for looking at organisational
culture; Integration, Differentiation and Fragmentation®. The views all differ in
the way that they consider “Orientation to consensus”; “Relation among

manifestations” and “Orientation to ambiguity”. They are:

¢ Integration — There is only one legitimate culture which is consistent
across the whole organisation although this does not necessarily mean
that it is accepted by everyone within the organisation but it has the
consensus particularly amongst management. Consequently, those
elements that are not accepted do not form part of the culture or
alternatively the employees (“lower-level employees”) are not researched
so that deviations from the norm are not identified.

5 These different views are clearly illustrated in the paper by Harris and Ogbonna (1998).
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+ Differentiation - culture is defined with sub-groupings of the whole which
can either help, hinder or be independent of each other although Martin
points out that this is not as simple as a collection of individual
“Integrational” cultures as people will belong to many different sub-
cultures.

o Fragmentation — “(where there is a) focus on ambiguity; complexity of
relationships among manifestations and a multiplicity of interpretations
that do not coalesce into a stable consensus” (Martin 1992, p130).
Fragmentation is more akin to a postmodern view of organisations, a
position Martin (1991) chose to explore further as her academic career

has developed.

Martin (1992) uses each of these three views in turn to analyse an
organisation that she researched to show how they illuminate different aspects
of culture. She further points out that some papers written will use only one of
the views. For example, Schein (1992) reflects on his time at DEC using an
integration view; Van Maanen (1991) explores the different sub-cultures within
employees of Disneyland and Hatch (1999) compares organisational structure
to improvised jazz but her strong recommendation is that all three views should

be used to give a better understanding.

2.3.4 Critique of culture
Schein’s (1992) integrationist view of culture is contested by many

authors. Martin (1992, p165) considers that this view is a “relatively unlikely
scenatrio (consistency, organization-wide consensus, the absence of
ambiguity)’. Van Maanen and Barley (1985, p32) suggest that even though the
expression “organisational culture” implies a single and unique culture, it is
“difficult to justify empirically’. They expect sub-cultures to be “scattered
throughout an organisation”, potentially based around function, gender,
divisions and/or locations. Louis (1985) points out that a unique culture would
necessarily be visible anywhere and therefore by talking to just one group of
people, it will become revealed. Hence talking just to management would be
sufficient, thereby ignoring the employees’ voices. She also questions whether

a singular culture can be a determining force within an organisation.

Van Maanen and Barley (1985) prefer the differentiated view, illustrated

via a Venn diagram showing sub-cultures that at some points (in time, location,
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people group, values) overlap. Any elements of a common culture would be
where all the sub-cultures overlap, if that is possible. Therefore, they do not
entirely rule out a unitary culture and suggest that it would require specific
circumstances: where participants face the same issues; where everyone
communicates with all other members (implying a smaller organisation); where
participants agree on a set of behaviours and during a crisis. Alvesson (2002,
p164) also discounts the integrationist view and prefers to recognise the
differentiated view as well as giving tacit recognition to the role of ambiguity and
hence the fragmented view. However, as he points out, if there is total
ambiguity and fragmentation with no consensus, then there is in effect no

culture either and there must be “some modest degree of shared meaning”.

Martin and Siehl (1983, p52) take issue with the integrationist view, that
of “unifying the diverse elements of an organisation” and that there can only be
one culture per organisation which can be intentionally managed through
actions. They also question the link between some cultures causing greater

-organisational performance and they assert that “the most that can be expected
is that a manager can slightly modify the trajectory of a culture” (ibid 1983, p53).
They prefer to acknowledge the existence of sub-cultures and countercultures

that can help to define the boundary of a dominant culture.

Schein (1994, p342) does not agree with Martin (1992) though,
suggesting that the three views proposed by her are more dependent on the
research method being used -

“Integrationists are more ethnographic and clinical, while the
differentationists and fragmentationists work more closely in the positivist
quantitative and qualifative tradition.”

| consider the fragmentation view is postmodern and therefore comes from a
subjective ontological and epistemological position. Cleaveland (1994) concurs
that by looking at all three views it enables a “blending of modern and
postmodern perspectives”. Ybema (1997) and Ashkanasy (2003) also disagree,
saying that that any cultural research that chooses to only use one perspective
is not necessarily “flawed” but it will lack the three dimensions that Martin (1992)

proposes “is both possible and desirable’.
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McDonald and Foster (2013) apply the “cultural web” to each of Martin’s
three perspectives. In the Integrationist view they suggest that it is helpful for
creating a schema to describe a culture or for comparing two culture (past and
~ present, present and future desired or two different organisations). The
differentiated view will create multiple webs, reflecting different groupings within
an organisation and they concluded that the web was suitable for handling
conflicting opinions, unresolved issues and other ambiguities that are found in

the fragmented view.

Grey (2013) quotes Smircich saying that she sees that culture can be
seen in one of two ways, either as a “critical variable” that can be managed or a
“root metaphor’. In the first case organisations have cultures that can be
managed (a manageralist view) or as Grey suggests manipulated. In the
second case an organisation is a culture “spontaneous, unmanaged, just the
way things are”, a symbolic view, which can include conflict, feminist and critical
perspectives (Martin 2002, Bratton 2010). The purpose of this research is to
understand the organisational culture of different types of EOBs, in that sense it

is a culture.

Ybema (1997) explains that the dissent on views is partly due to the
purpose of the research, be it either theoretical or pragmatic. The purpose of
this research is to observe what cultures exist within EOBs and then attempt to
provide suggestions for effective working within the sector for managers. Hence
this is fundamentally a pragmatic stance using the integrationist lense. It
acknowledges the differentiated and fragmented views but looks for the
intersection within Van Maanen and Barley (1985) Venn diagram of consensus
and hence depicts culture as a tool or variable of management that can be
managed (Nord 1985).

Charlie Mayfield, the current chairman of the John Lewis Partnership,
told the following story (Mayfield, Purnell and Davies 2012, p216):

"l was speaking the other day to a woman who worked a shop that we
acquired from a competitor. She said that with the old company, she
came in to work on time, she did her hours and then she went home
straightaway. Now she usually comes in early, she usually stays late, she
gets involved in a whole lot of social activities around the shop, which we
encourage, and I'm absolutely confident that she is contributing a lot
more than she did before."
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He mentions that employee owners have rights as well as responsibilities “fo do
their job better every day” (emphasis in the original) but are the responsibilities
balanced or a form of management abuse? Grey (2013, p68) is scathing in his

opinion of the abuse of value manipulation to achieve culture management,

“Culture management imagines a world in which shared values are
directed towards the goal of productivity, whether as quantity or quality.
So, suddenly, the goal of freedom and empowerment envisaged by
culture management takes on a new hue: these supposedly progressive
goals are only on offer if the employees accept that their efforts must be
directed towards the profitability of the company... And this is the thing
about culture management. It is based upon the idea that cultural values
are hierarchically defined - that is defined by senior managers or by head
office.”

Watson (2006, p283) raises a similar ethical concern regarding
manipulation, “given the considerable difference in power between corporate
employers and individual employees”. Willmott (1993) too likens culture
management to an Orwellian 1984, totalitarian state. The primary focus of his
article is a review of the ideas raised in the book “In Search of Excellence” by
Peters and Waterman® (1982), in which “successful” organisations were
studied, and from that it is suggested that creating a “strong culture” is
beneficial. A strong culture being one where there is significant alignment
between an employee’s held values and the corporate values, and hence the
employee will exhibit organisational commitment and outperform organisations
that do not have such a “strong” culture. Storey (2007) sees that within HRM,
managing culture is “more important’ than managing via procedures and

systems in obtaining the discretionary effort that committed employees bring.

Clegg, Kornberger and Pitsis (2005) point out a potential pitfall of having
a strong culture though, if the culture has blind spots that encourage employees
to work unethically or take unacceptable risks. They cite the example of Barings
bank, brought down by the actions of one person, when the pervading culture
relied on expecting people to do the honourable thing rather than checking to
see if they were. Kotter and Heskett (1992) also question whether strong culture

leads to excellent performance, especially if the “cultural drummer” is heading in

6 Twenty years later Peters (2001) went on to discredit the reliability of his own work.
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the wrong direction! Their research found that companies with a “weak” culture

could still have strong performance.

Returning to Grey's (2013) quote above, is this still true for EOBs? Is
profitability the only desire of the company and is it hierarchically defined by
senior managers to the exclusion of rank and file employees? Is the profitable
success of the organisation the only measure of success? EO can provide a
voice into management to influence what the purpose of the organisation is. As
mentioned, for Spedan Lewis (1948) in creating the John Lewis trust, the
‘happiness” of the employees was also highly regarded and the international
cooperatives principles do not make profit making the highest priority (ICA
2014). Therefore, for EOBs at least, there is worth in looking at how culture is
managed, specifically using values in an organisation, since the employees are
involved in defining the values and external shareholder profit is not the only

measure of success.

Ridley-Duff's (2010) research raises the issue of “culture mismatch”,
where employees’ personal values are incongruent with those of the
organisation. In extreme cases staff members were invited to leave with the
benefit of a financial payment. To what extent do EOBs attempt to avoid cultural
mismatch? Do the organisations actively look to recruit people who do have the
“right” values or are they moulded into the company form? What happens to

those that do not fit the organisation?

From his personal experience, Handy (2009) using an integrationist view,
suggests four organisational cultures, which are: Club, Role, Task and
Existential (shown below in table 2.3).

Culture Description

Club Based around the power of a central person (probably the
founder) who all other employees are subordinate to. It is

informal and enables quick decision making.

Role Based around the definition of the role or the job to be done,
and not around personalities. Classical, hierarchical
structure, with an overarching management team, the

predominant structure for large corporate organisations.
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Task Based around networking and team work, people assembled
together to complete a task and then disassembled, ready

for the next task.

Existential Based around experts who can work independently (for
example a practice of lawyers) that has an administrative
function that joins them together. Each person is powerful in
their own sphere of influence but cannot override a

colleague.

Table 2.3 Handy's culture typology (2009).

Using his typology, he suggests how different work practices will flourish or
struggle depending on the culture that surrounds them. As he points out (Handy
2009, p20)

"It is important to realise that each of the cultures, or ways of running
things, is good - for something. No culture, or mix of cultures, is bad or
wrong in itself, only inappropriate to its circumstances."

Inappropriate cultures lead to inefficient performance. Do the ownership types
fall under any of Handy’s cultures? If so, is the culture benefitting the overall

performance or is it in conflict with the employee owners?

Erdal (2011) discusses culture within EOBs and suggests that it takes a
significant time for organisations that transfer into employee ownership to grasp
the fundamental changes that have happened and for it to be expressed in the
culture (Schein (1992) suggests it takes years for cultures to change). These
include a reduction in intimidation plus a greater sense of equality and
openness. Rothschild and Whitt (1986) suggest that within cooperatives there is
a significant degree of cultural homogeneity. This can be based around
nationality, educational background, political viewpoint, life experience or
membership of a social movement. Is this still relevant, some thirty years later
and does it apply to other types of EO?

Hence the first research question to be answered from this research is:

Q1) What can we understand about culture in EOBs with regard to
the different ownership types?

From what has been shown, a key part of ownership is the being able to

share in the rewards of the organisation and hence how they are generated
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through the performance of the employees. The next section looks specifically

at the literature regarding performance and reward management.

2.4 Performance and reward management

Initially the idea of reviewing the whole scope of Human Resource Management
(including learning and development, resource and talent planning,
organisational design and development, service delivery, employee relations,
employee engagement and performance and reward (CIPD 2016a)) and its
interaction with employee ownership was considered. However, this was quickly
considered to be too vast a topic for a single thesis, so the area was narrowed
down to provide a viable piece of research. From the breadth of HR, the topics

of performance and reward management were selected.

Reward management was identified as a key component primarily due to
the link between EO and the opportunity to gain intrinsically and extrinsically
through being an employee owner. EO recognises that employees have a right
to gain from the capital of the organisation, which is not always the case in
traditional investor-led or charitable organisations, so is likely to influence the
culture in a specific way (BIS 2013). The CIPD (2015a) also recognise its

importance,

"Reward has always had an important role in attracting and retaining
employees, securing their engagement and enhancing their performance
— hence its central place in any HR strategy.”

In addition, culture is expressed through the way people are rewarded; be it
generously, holistically, miserly, financially or in a multitude of ways, so can be
seen as an expression of the culture, hence studying reward will help to

iluminate that culture.

Storey (1989, p7) identifies the human resource management cycle; this
shows a link from performance to appraisal and then on to both reward and
development, which both in turn feedback to performance’. Hence reward and
performance are directly linked. Armstrong (2015) makes a connection between
culture and performance and therefore the way that employees behave (see for
example Davis’s definition of culture mentioned previously (Martin 2002, p57)).

7 More recent authors (for example Shields (2007)) include development as a specific form of
reward which is not apparent from Storey’s diagram.
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Bach (2005) also sees performance management as a vehicle through which
culture can be influenced. Co-ownership has the potential to alter the behaviour

of employees who have a personal interest in the well-being of the organisation.

Hence performance and reward management were selected as the
vehicles through which culture would be studied. In addition, the annual CIPD
(2013) Outlook survey report suggests, “In terms of HR priorities, managing
performance is currently a strong area of focus for the majority of HR

departments” hence it is also a timely topic to review.

2.4.1 Performance management
It is important to be clear about what performance management is regarding

this study. Performance is taken to mean the performance of the individual
employee and not the performance of the organisation as a whole. Therefore, in
this case the profit (or loss) of an organisation is not a measure of success.
Instead, performance is both the outcome and behaviour of the individual
(Armstrong 2015). High achievement outcomes with poor behaviour were a fruit
of Management by Objectives (Ford 1979) leading to moral bankruptcy (for
example see the collapse of Enron by Finchman and Rhodes (2005)).
Conversely poor achievement with great behaviour makes for a high-quality
customer experience but poor sales figures. Hence both are valued in the field
of HR.

Armstrong (2015, p9) provides a useful starting point to understanding
performance management, he says it is

"the continuous process of improving performance by setting individual
and team goals which are aligned to the strategic goals of the
organization, planning performance to achieve the goals, reviewing and
assessing progress, and developing the knowledge, skills and abilities of
people.”

Hence his definition is more expansive than simple doing tasks and then trying
to do them better in the future. It takes a holistic view of the organisation and its
employees, working together towards strategic goals and recognising the
centrality of people within the organisation. The CIPD (2014b, p16) Employee
Outlook survey suggest though that organisations’ performance management
systems do not necessarily incentivise individual's performance, with only 22%

of employees saying they are effective or very effective and 38% describing
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them as ineffective or very ineffective. However, many organisations see
performance management as a facilitator for cultural change by being able to
define core competencies and then evaluate employees’ abilities against them
(Bach 2005).

Armstrong’s definition does not mention who defines the goals, or how it
is done and to whose benefit the goals are in favour, management, workers,
shareholders or even clients? Legge (1978) points out, the interests of
managers and workers are different and hence their goals will be. Townley
(1993) suggests that the overriding purpose of performance management, is the
control of workers which Bach (2005, p305) elaborates, seeing it

“as part of a more sinister management regime to control all aspects of
employee behaviour and eliminate scope for resistance."

Is this the same for co-owners?

Boxall and Purcell (2010, p40) explain that “employers pursue a mix of
both economic and socio-political goals which are subject to strategic tensions”.
Hence it is important to ensure a financially viable organisation as well as one
that is compatible with the surrounding society and its laws. Legge (1989) refers
to “tough love”, which recognises that people are the most important resource in
an organisation and their needs should be acknowledged but if the firm goes
bust, then it will cause even more harm to the people and the connected
community. What relevance do the social aspects of work and the dignity of
work have and are they enhanced within EO? McLeod (2009, p73) quoting
Pope John XXIII said

“Justice is to be observed not only in the distribution of wealth, but also in
regard to the conditions in which men are engaged in producing this
wealth. Every man has, of his very nature, a need to perfect his own
being. Consequently, if the whole structure and organization of an
economic system is such as to compromise human dignity, to lessen a
man's sense of responsibility or rob him of opportunity for exercising
personal initiative, then such a system, we maintain, is altogether unjust -
no matter how much wealth it produces, or how justly and equitably such
wealth is distributed.”

Armstrong (2015) does highlight the joined up approach of connecting
individuals to teams to the organisation (see also Shields 2007); that none of

the elements are independent of the others although they may not all be acting
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in harmony. Does EO have a bearing on the management structures of the

organisation and is it different in each of the ownership types?

Armstrong (2015) continues, the relationship between the employee and
their manager is important and it is not just the process that matters - a
performance management system "with the most academically correct
competencies or performance measures may fail if it does not fit with the
company's culture or workforce" (Stoskopf 2002). The trust levels with a line
manager may determine how honest an employee is when providing a self-
assessment of their performance (Bach 2005). Does EO alter the relationship

between an employee and their manager and therefore how they are managed?

Performance appraisals are a recognised tool within performance
management (Armstrong 2015). Townley (1997, p267) identifies two specific
forms, judgemental and developmental. Judgemental emphasises a centrally
coordinated system, used for resource allocation as well as punishment and
reward, this can however, limit its effectiveness as employees may choose what
to accentuate or not to reveal instead. Developmental appraisals seek "to
identify individual strengths and weaknesses and develop skills and abilities"
with the aim to breakdown the relationship with punishment or reward so that a
more trusting relationship is formed allowing a free flow of information.
However, Townley (1993) suggests that the appraisal is a form of management
control and one of the “techniques used by employers to elicit commitment and
at the same time fo exercise detailed control over employee behaviour” (Bach
2005, p290).

McGregor (1960) saw appraisals as a “judgemental and demotivating
process”. They can be used to provide a rating for an employee, that feeds into
reward or to identify the poorest performers who are then subsequently
“yanked” from the company. Managers can feel uncomfortable in giving a low
rating, in order to avoid conflict or thereby acknowledging their poor
performance as a manager in supporting the employee. This can lead
managers into over inflating the rating (Bach 2005). From her research Lee
(2002) identified that performance appraisals provided an opportunity for
bullying in the workplace by deliberately giving an unsatisfactory rating.
Typically, in an appraisal there is no third person (which can be the case in a
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selection interview) which provides more scope for abuse (Bach 2005). How do
the different types of EO use appraisals and does the ownership type influence
it?

Some organisations choose to use “360 feedback” to improve the quality
of the feedback and reduce bias from just one person. This can lead to
information overload though and make the administrative task harder. A
significant proportion of employers (45%) felt that direct reports felt threatened
whilst taking part and were therefore unable to provide honest answers (Bach
2005) hence the quality may not be as good as hoped for. This option would

work best in a high trust environment, where fear was not so prevalent.

McCloy, Campbell and Cudeck (1994, p494) hypothesise that

performance is a function of three components,

“to perform a task, a person must (a) possess the prerequisite
knowledge, (b) master the prerequisite skills, and then (c) actually
choose to work on the job tasks, for some period of time at some level of
effort”.

Hence motivation to carry out the task is a key aspect. Does EO motivate
employees? Klein (1987, p320) provides three theoretical models of the
psychological effect of employee ownership regarding job satisfaction and
commitment which in turn have a bearing on performance. These are: the
intrinsic satisfaction model, whereby employee owners will be more satisfied
and committed just because they are owners; the instrumental satisfaction
model, whereby “employee ownership increases employee influence in
company decision making which in tum increases employee commitment”; and
the extrinsic satisfaction model whereby commitment is increased if employees
" receive a financial reward from their ownership. Her research found that only
the instrumental and extrinsic model were relevant; the greatest influence on
commitment came from being involved with decision making and to a lesser
extent, the financial rewards obtained. This research was subsequently
repeated by Buchko (1992) with the same results; simply making employees
into owners was not enough, they needed to be involved with running the
organisation and receiving financially from its gain to be satisfied and

committed.

56



Pierce and Rodgers (2004, p601) argue that “individual’s possessions
are commonly interwoven into the self-concept” and as such EO directly feeds
into an employee’s self-esteem as they own part of the organisation, leading to
“organisation based self-esteem”. As such they see EO as an effective
communication, which leads to greater motivation. They propose, that
employees have a desire to maintain (or enhance) their self-esteem, hence they
are motivated to perform for the organisation, leading to greater self-esteem,
creating an upward cycle of greater performance. Grey (2013, p79) sees this as
cultural manipulation though, taking advantage of a powerful relationship for the
good of the organisation and therefore abusive, “culture, like all these other
examples, is crucially concerned with the promotion of self-managing, self-

disciplined individuals.” (See section 2.3 for further discussion of this.)

Rothschild and Whitt (1986, p158) suggest that cooperatives “self-select”

members, attracting

“idealists, people who demand a strong sense of purpose from their
work. Such people are probably also more prone to guilt than most. This
disposes them to overburden themselves with extra responsibilities and
tasks.”

This leads to a virtuous circle of hard work and less voluntary absences, leading
to reduced turnover which requires less supervision, thus increasing labour
productivity. But at what cost? Does this lead to exhaustion for members? The
alternative is the “free-rider” problem where there are “people who don’t carry
their weight” (ibid, p112). How is this managed within an EOB?

Herzberg's (1968a, 1968b) theory of motivation-hygiene explains how
different elements of job enrichment (achievement, recognition, work itself,
responsibility, advancement and personal growth) can lead to greater job
satisfaction and help to motivate people rather than move them (he sees that
motivation repeatedly comes from within the employee and movement requires
repeated external intervention by management). Similarly, hygiene factors, if not
handled correctly, lead to dissatisfaction which is not the opposite of
satisfaction; these are: company policy and administration, supervision,
relationships with supervisor, peer and subordinates, salary, personal life,
status and security. How does EO rate against these different aspects? Does it

encourage the motivators as well as satisfying the hygiene factors?
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Looking specifically for literature that combines employee ownership and
personal performance management, there is a lack. Most literature is based on
the EO experience (primarily ESOPs) within America, with very little from the
United Kingdom. When searching for performance, the articles returned
concerned organisational performance rather than an individual's personal
performance management. Hence this thesis will provide a contribution to
knowledge in that area. Appendix 1 gives details of the literature review carried
out and the lack of results obtained.

To summarise, performance management is used to enhance
individuals’ performance leading to greater organisational effectiveness,
although this is in no way guaranteed. Frequently objectives are set to define
the behaviours and outcomes desired; this can be used to bring about cultural
change by rewarding employees that are aligned to the organisational values
and removing those that are opposed (Bach 2005). Performance management
can therefore be a form of management control, imposed on workers (Townley
1993). Performance appraisals can be used to determine performance levels
(providing a comparative rafing across the organisation) or for development
purposes or both (Townley 1997). They are subjective in nature and potentially
provide a back door for workplace bullying to take place (Lee 2002). Collective
feedback can be given to provide a more complete picture of an employee but
this requires high levels of trust, otherwise employees can fill threatened to
participate (Bach 2005). Thus, performance management hinges on “who”
determines “what” behaviours/outcomes are required and “how” it can
effectively be measured (Armstrong 2015). How does EO fit into these

parameters and for whose benefit?

This section has reviewed the limited existing literature about EO and
personal performance; this will be used as pre-understanding for this inductive
study. As performance and reward are inextricably linked attention is now

turned to the literature on reward management.

2.4.2 Reward management
Armstrong (2012, p6) defines reward management as dealing with the

“strategies, policies and processes required to ensure that the value of
people and the contribution they make to achieving organizational,
departmental and team goals is recognized and rewarded.”
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A key input in to this is the reward philosophy which is the set of values and
beliefs that influence the reward strategy and therefore, according to Schein
(1992), make up part of the organisational culture. Hence this will be company
specific although there is significant scope for overlap between organisations

with broadly similar values.

The three main aims of reward management from a management
perspective are to attract the right staff to the organisation; motivate them to
work and retain them in the organisation. The outcomes of the reward system
(Armstrong 2012, p10) are then:

e Performance

¢ To define/Influence behaviour
¢ Attraction and retention

¢ Motivation and engagement

e To add value

Hence reward and performance are linked (Kessler (2005) refers to the “effort-
reward bargain”) as reward provides the mechanism to acknowledge
achievement, competence and merit. It can be a motivating factor and lead to
greater engagement with the aim of creating a high-performance culture where
"the achievement of high levels of performance is a way of life" (Armstrong
2012, p50).

Employee ownership in a for-profit organisation should lead to a share in
the profits but rewards are not limited just to financial pay-outs (for example
salary, bonuses, pension and share dividend). Non-financial rewards may also
be important and these can take the form of both extrinsic and intrinsic rewards
(Armstrong 2012). Shields (2007) lists extrinsic rewards as financial,
developmental and social. For intrinsic rewards, he suggests job challenge,
responsibility, autonomy and task variety. Are these implemented distinctly
within the different EO types?

Having a “desirable job”, one where employees want to work, is a form of
reward. Greene (2014, p7) lists the five components of the “job characteristics
index” which are “(1) task identity, (2) task variety, (3) task significance, (4)
autonomy and (5) feedback.” Kessler (2005) notes the link between reward and

59



the job (what is involved), the person (skills, knowledge, experience) and the
performance (how well it is done). Rewards should also balance internally and
externally. That is, are comparable jobs internally paid the same and how do
pay rates compare to the external market? If they are set to low in relation to the
external market then, there may be issues recruiting new employees and
“organisations cannot survive” (Kessler 2001). Internal comparisons also

matter; there was an 18% pay gap between male and female full time workers
in the UK (Kessler 2005). Do employee owners, with the right to a voice, have
any control over creating roles that are desirable and enjoyable whilst still

maintaining a viable business? Does EO influence pay equality?

Kaplan (2005) suggests employers should consider the “total reward”
concept which includes everything that an employee values. It is made of up of
four elements; Compensation (pay, bonuses), Benefits (pension, health cover,
child care, gym), Development (learning, personal growth, new skills) and the
Work Environment (job design, flexible working, work/life balance). Increased
flexibility of reward also brings an increased administrative burden which may
make total rewards unaffordable for smaller organisations (Kessler 2005). With
employee owners having a voice with influence in their organisation, to what
extent do they benefit from a total rewards perspective? Can they be involved in
prescribing what rewards are available or what wage levels are set at? Being an
owner should provide additional financial compensation but how much more? Is
it significant? Do the different forms of EO give a different weighting to the
elements of reward? Pérotin and Robinson (2002) point out that creating and
maintaining some form of profit sharing scheme does come at a financial cost

which needs to be considered as part of the overall viability of ownership.

Aubert et al. (2014) see that EO can be a double-edged sword. It can be
used to improve overall company performance and enhance the satisfaction of
employees or as a way of entrenching, potentially poor, management - denying
external investors the ability to purchase the organisation and then removing
the management. As such they see the rewards of EO being given out
ultimately for managements benefit. Spedan Lewis was philanthropic when he
gave his company to its employees, although he recognised and encouraged

the improved performance of the staff (Lewis 1948). How does the reason for
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creating the EOB impact on its culture? Reward can also directly impact on
culture, as Trevor (2011, p147) points out

“Pay is also a powerful tool for communicating what is valued by senior
management to employees and serves to promote a sense of shared
culture that is valued by line management and employees.”

Note though that in this quote it is the senior managers that determine the
values, allowing for the control of workers but Kessler (2001, p219) agrees that
pay can “send very strong messages about corporate values, beliefs and

principles.”

Kuvaas (2003) highlights a key difference between the reward employee
owners receive from a profit-sharing scheme (i.e. trust or co-operative) and a
share dividend (i.e. direct) scheme with accompanying increase in share value.
Profit-sharing reflects recent, past performance (perhaps over the previous
year) whereas direct share ownership reflects the organisation’s “long-term
performance” and therefore comes with greater risk. He suggests that this helps
in

‘reducing any feelings of “them and us” and creating a sense of shared

goals, of one’s own fate being tied to that of the organization.” (Kuvaas
2003, p198).

Similarly, Renaud, St-Ogne and Magnan (2004) and Milkovich and
Newman (2002) both question the benefit of the direct ownership model
whereby employees look to cash in their shares at some distant point. How can
the effort of an employee today be related to the final price? So the incentive
value becomes complex, uncontrollable and unclear. However, they Suggest
that

“ESOPs foster employee willingness to participate in the decision-making
process. And a company that takes advantage of that willingness can
harness a considerable resource—the creative energy of its workforce”
(Milkovich and Newman 2002, p336).

Itis this desire to participate that makes the difference to the organisation’s
performance which then potentially feeds through into the final share price.
Pendleton (2006) is in agreement with this view; although the potential incentive
of a distant reward may be limited, it helps employees to think long-term and be

more cooperative than if they were paid purely on individual performance.
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Writing later though, Pendleton and Robinson (2011, p443), still question this

perspective,

“However, linking pay to performance via share plans is probably not the
most effective way of providing direct incentives because of free-riding,
the potential for noise and a lengthy ‘line of sight’ between employee
effort and corporate outcomes”.

Specifically looking at cooperatives (in the USA), Rothschild and Whitt
(1986) found from their research in the 1970s that incentives did not necessarily
follow the bureaucratic norm. Cooperatives relied more upon a shared purpose
and friendship ties and less on financial rewards, even to the extent of working
for no pay if there were insufficient funds. Cooperatives were seen by young
employees as a place to gain critical work experience to obtain a foothold on
the career ladder of a traditional organisation. Wage differentials were often
limited and status distinctions minimised by utilising task sharing, job rotation,
informal relations, dress and collaborative decision making.

Within cooperatives, Davis (2004) suggests that individual performance
related pay, is a threat to their solidarity, however the pay is collectively
determined which may in fact lead to equal pay for members. Rothschild and
Whitt (1986, p99) provide an illustration of this where members received the
same pay so that highly skilled members were receiving 18-25% of a
comparable external pay rate whilst secretaries were receiving 83-100% of a
comparable external rate. Therefore, there must be other aspects of working in
a cooperative that compensate for the reduced financial rewards. What effect
does EO have on pay dispersion? How do the rewards of EO motivate
employees or alter their perspective of the organisation? How does this affect

the culture?

Armstrong (2012) lists intrinsic rewards as one of four enablers of
employee engagement, so what intrinsic rewards does EO give to the
employee? Other forms of organisation can also use collective pay
arrangements, for example team pay or group level pay. Kessler (2001) gives
an example of a national building society that paid employees a bonus
dependent on the success of their branch but overall, team pay has a low take
up with less than 20% of organisations involved (Kessler 2005). Pérotin and

Robinson (2002, p14) suggest that reward related to collective performance
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(profit sharing or dividend payments) encourages cooperation and enables
‘intangible forms of commitment like ‘company spirit”. Also, that the democratic
governance within EOBs promotes economic democracy within society leading
to greater social justice. This can resonate with employee’s personal values
leading to personal congruence with their work. Spedan Lewis (1954, p28) saw

the potential of

“a society far healthier and for almost everyone far happier if the national
income was divided very much less unequally.”

In this case the rewards of the organisation spread out further than the direct
participants as was observed by Erdal (2011) in Italy.

Kurtulus, Kruse and Blasi (2011) consider rewards that are dependent on
overall organisational performance, so applicable to all the forms of EO. They
point out that this can lead to the free rider problem, so employees have a
choice to not cooperate or it may encourage cooperation along with monitoring
of colleagues, rather than leaving it to the management. Therefore, they see the
relationship between co-workers as being key in the effectiveness of EO and
their attitude towards cooperation with regard to shared rewards. This also
extends to trust with the management; that they will be effective in managing as
well as fair in distributing the rewards of the organisation. EO changes the
dynamics of the manager/worker relationship by providing a level of influence
(Pierce, Rubenfeld and Morgan 1991) so does this enable a sufficient level of

trust to occur?

Sobering, Thomas and Williams (2014) looked at gender equality within
worker-owned businesses (primarily in the USA) to understand how ownership
influenced reward. They concluded that inequalities could still exist within EOBs
however not for ownership reasons but due to historical factors. The difference
was either the same as non-owned organisations or more equal but not worse.
They did find examples where there was no inequality, for example the Worker
Reclaimed Companies in Argentina (Ozarow and Croucher 2014) and more

feminist worker co-ops that were specifically set up with equality in mind.

With the rapid demise of collective bargaining facilitated by trade unions
over recent years (there was a 50% drop in union involvement between 1984
and 1989 alone) there has been a significant move to pay being specified by
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managers (Lindop 2009). Individual performance related pay can reward
employees for a specific contribution leading to greater commitment, but limited
research shows that for most employees it creates no change in commitment
(Kessler 2001). Similarly, Trevor's (2011) research found that aithough pay
systems are designed to bring about strategic outcomes (for example increased
discretionary effort and performance) at an operational level he concluded that
“Pay is non-strategic”. As Pendleton (2000, p346) points out, it is easy to
overlook whether “the potential to secure additional rewards is important to the
employee”. If not, then the reward is unlikely to influence performance. Does

EO influence how pay is determined?

Again, turning specifically to the literature that combines employee
ownership and reward management, having performed a systematic search
using terms such as “Employee ownership” or “cooperative” with “reward”, there
is also a lack of it (Wright 2010, Kurtulus, Kruse and Blasi 2011, Sobering,
Thomas and Williams 2014), hence this thesis will provide a contribution to
knowledge in the reward area too. Details of the results of a systematic search

are shown in appendix 1.

To summarise, reward is used to attract and retain desirable employees
and encourage them to perform but reward is much more than just pay. It can
take many forms, intrinsic and extrinsic, as well as individual and collective and
can include options like benefits, development opportunities, flexibility,
additional leave and increased responsibility, all coming together in the form of
a Total Reward. Equality of pay, across jobs and genders, is an issue and
hence exactly how pay is determined for an individual can be contentious.
Reward is a cultural change enabler, by rewarding what is good and

discouraging the bad, although its effectiveness is questioned.
Hence the second question to be determined from this research is:

Q2) What cultures of performance and reward are observed in EOBs

within the different ownership types?

2.5 Combined literature

Following a systematic review of potential literature (see appendix 1), it is

apparent that there is a lack of literature on the intersection of the three areas of
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organisational culture, performance and reward management associated with
EO. This is also recognised by the few authors that do cover the area. For
example, in response to the banking crisis, Wright (2010) investigates the
relationship between reward and organisational culture. She acknowledged a
“substantial gap” in the literature and suggests further research should be done.
Similarly as Caramellie and Briole (2007) agree “The theoretical propositions
presented in this paper are exploratory in nature since there are virtually no past
studies of the cross-cultural attitudinal effects of employee ownership.” One
potential reason for the lack of literature could be that the field has no relevance
and is therefore not worth researching, however as has already been shown the
EO sector is growing in significance and this research will create new
knowledge in this area. The omission of EO from relevant literature is
significant. Articles (for example Trevor (2011), Sisson (2007)) frequently do not
mention EO and the impact that it might have within HRM. A good example is
Legge’s (2001) article in search of the “Holy grail’ of HRM, finding a link |
between HRM practices and high performance. At no point, does she consider
the influence EO could have on practices and the resulting performance.

Therefore, the results of this research will be a key contribution to knowledge.

A significant purpose of this research is to help equip employees
regarding the HR function within EO, therefore the third and final question to be

determined due to the current lack of research is:

Q3) What guidance can be given concerning HR practices with
regard to cultures of performance and reward in EOBs in general

and individual ownership types?

2.6 Summary

This chapter has presented a theoretical understanding of the key components
in this research, namely employee ownership, organisational culture and
performance and reward management. It has explained the relevance of EO to
the UK economy and society in general and then looked at the intersection of it
with each element (culture, performance and reward) in turn. From it, the lack of
combined literature has been highlighted. This neglected area paves the way
for the following research to add to this limited area. A manageralist approach

for the research has been proposed. The limitations of this are recognised
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however it fits the purposes of the research in answering the following

questions:

Q1) What can we understand about culture in EOBs with regard to
the different ownership types?

Q2) What cultures of performance and reward are observed in EOBs

within the different ownership types?

Q3) What guidance can be given concerning HR practices with
regard to cultures of performance and reward in EOBs in general

and individual ownership types?

The next chapter considers the research methods required to be undertaken to

answer these questions.
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Chapter 3 - Research methodology

3.1 Introduction.

This chapter explains the research methodology chosen and makes
justifications as for its appropriateness to be able to attempt to answer the
questions previously posed. Inherent in the choice of methodology are
philosophical stances regarding ontology and epistemology and specifically my
personal understanding of them which have a direct bearing on the
methodology (Johnson and Duberley 2000). This is followed by a detailed
explanation of the actual methods used as well as a review of timescales, risks,
ethics, limitations and how the research might be evaluated. Finally, there are
some thoughts as to how the results are communicated to the reader along with

an explanation of the notation used throughout the rest of the thesis.

3.2 Research philosophy

Gill and Johnson (2010, p6) argue that a methodology should not be selected
just from looking at the research question and the area under investigation in

isolation but by considering the philosophical commitment of the researcher too,

"research methods ... are not merely neutral devices or techniques that
we can 'take off the shelf' to undertake a particular task for which they
are most suited. Such a perspective implies that it is the nature of the
research question, and what phenomenon is under investigation, which
should pragmatically dictate the correct research method .... different
research methods available to the management researcher also bring
with them a great deal of philosophical baggage".

They go on to say that a researcher's pre-understanding must be brought out
into the open by revealing what they think about ontology (the nature of being),
epistemology (the theory of knowledge) and axiology (the study of values)
(Gaarder 1995). Morgan and Smircich (1980, p491) agree that underlying

assumptions need to be included in the choice of research methodology,

"the choice and adequacy of a method embodies a variety of
assumptions regarding the nature of knowledge and the methods
through which that knowledge can be obtained, as well as a set of root
assumptions about the nature of the phenomena to be investigated."

They discuss a subjective/objective continuum approach to research which has
a direct bearing on the understanding of what is being researched and therefore
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how it can be researched, although some methods are more suitable at different
points of the continuum. Without this prior thinking, as Johnson and Duberley
(2003) point out, decisions will be made “usually by default”.

Cunliffe (2010) responds to Morgan and Smircich (1980) by pointing out
specifically that organisational culture can be studied from an objectivist or
subjectivist position depending on the researcher's understanding of culture.
Indeed, Hofstede (2001) has operationalised organisational culture into 4
dimensions (Power Distance, Uncertainty Avoidance, Individualism and
Masculinity) although his methodology has subsequently been challenged on a
number of fronts (for example choosing one organisation to represent an entire
country, putting the Netherlands and Belgium together shows a lack of
granularity and could be offensive to either nation). These issues have been
addressed in his more recent work and the number of dimensions has
increased to six (Hofstede, Hofstede and Minkov 2010). Also, Ouchi and Wilkins
(1985) suggest that the way in which culture is studied (holistically, via language
or quantitatively) will also affect the methodology.

Advocates of positivism assert that there is a real world that is separate
from the researcher which can be viewed from a neutral (objective) viewpoint.
This is an "etic" stance where the observer is outside and distant from the
object being observed. It usually favours a deductive approach to prove causal
theories via quantitative methods (Johnson and Duberley 2000) although it is
not exclusively deductive. Typical methods are questionnaires using Likert
scales (May 2001) and laboratory experiments often using large data-sets and
statistical analysis. Key questions to do with positivistic methods are the
reliability (can it be repeated?), validity (does it measure what it sets out to
measure?) and generalisability (how representative is the sample?). It is still the
dominant philosophical position, particularly regarding getting academic papers
published (Fitzgerald and Howcroft 1998, Johnson et al. 2006, Gill and Johnson
2010).

Based on Alvesson and Deetz, Clark (2014, p111) explains that neo-
empiricism refers to “methodologies that assume the possibility of unbiased and
objective collection of qualitative empirical data the analysis of which is capable

of ensuring objective truth in a correspondence sense”. Alvesson and Deetz
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(2000) continue to say that it "simultaneously reject falsification in favour of
induction”. They therefore share a positivistic view of an objective ontology
however it differs from a purely positivistic stance in that the actors (those being
observed) subjectively interpret what they see depending on their personal
understanding - they are not blindly led by cause and effect like automatons.

Johnson and Duberley (2000, p35) explain it well,

“the observers’ registered observations are epistemologically privileged
as they are construed as being independent of the processes of the
observer observing. Therefore it is claimed that ‘truth’ is to be found in
the observers’ passive sensory registration of the facts that constitute
external reality through the application of a neutral observational
language. Thus the veracity of accounts may be adjudicated through
reference to their correspondence with the facts of a cognitively
accessible external social world.”

Thus a neo-empiricist view relies on a correspondence theory of truth;
that is when a proposition is compared to see if corresponds with “‘the way the
world is” (Mingers 2008, p66). There is also an underlying assumption that the
protocols devised by the researcher during data collection and analysis propel
them towards an objective evaluation as well as in the integrity of the
researcher (Lincoln and Guba 1994).

Research can either be deductive (trying to prove or falsify a hypothesis)
or inductive (looking to create themes or theories). Hence inductive research
can be followed by deductive to verify any theories that have been suggested.
With the lack of current literature acknowledged previously and a desire to
simply see what culture looks like within EOBs, this research is inductive, that
is, it is looking to understand what is there and generate themes from the data
(Gill and Johnson 2010).

Martin (2002) highlights two distinct branches of organisational culture
research. Research for managers is aimed at understanding culture to be able
to inform management practice to change it for organisational benefit. Research
for academics is where the emphasis is to understand and explain. A
managerial orientation clearly serves the best interest of management, except
in the case of critical management research which is more likely to be
emancipatory for the workforce (Grey 2004). EO can already be seen to be
emancipatory as a key tenet of it is an element of information and power

sharing. Therefore the key critical act of empowering workers has already
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happened. The primary purpose of this research is to simply “see what is there”
rather than having an “ambition to stir things up, to challenge the ongoing
reproduction of modes of social ordering evaluated to constrain human
possibilities” which is the ambition of Critical Research (Alversson and Deetz
2000, p208). Similarly for the purpose of this thesis organisational culture is
seen as something real that produces tangible observable social practices that
concretely affect the subjectivities of culture members. Hence the ontology of

culture is objective rather than subjective.

To summarise, this research adopts a neo-empiricist perspective so that,
according to Clark (2014, p113),

“the ‘qualitative’ descriptions are not contaminated by the researcher
who, as in mainstream positivist research, remains separate from the
‘objects’ of research so as to produce neutral findings”.

It utilises qualitative methods to inductively build themes from what is
empirically observed of an actor’s subjective realm rather than deductively
trying to establish a cause or law (neo-positivism) (Johnson and Clark 2006). It
assumes an objective ontology, that there is a real world out there that can be
observed empirically and that the researcher will follow research protocols that
propel them towards neutrality and impartial evaluation of evidence is passive
and neutral, separated from the actors’ “inter-subjective cultural experiences”
(Johnson et al. 2006). it relies on a correspondence theory of truth (Mingers
2008).

3.3 Research strategy

The research strategy must be in alignment with the research questions in order

to be able to contribute relevant answers. The questions are:

Q1) What can we understand about culture in EOBs with regard to

the different ownership types?

Q2) What cultures of performance and reward are observed in EOBs

within the different ownership types?

Q3) What guidance can be given concerning HR practices with
regard to cultures of performance and reward in EOBs in general

and individual ownership types?
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The research starts with open ended questions, seeking to understand
what cultures and reward/performance management is there rather than to
verify a hypothesis. Hence the research is inductive rather than deductive
(Johnson and Duberley 2000). It looks at EO across the three different

ownership types of cooperative, direct and trust owned.

3.4 Research method

The fieldwork was planned to be done in two distinct, sequential phases:

¢ Phase 1 - was designed to provide an introduction to current
performance and reward management methods utilised by a variety of
EOBs of different ownership types in order to scope and inform the
second phase. It also looked at the culture of those organisations.

o Phase 2 - was designed to be an in-depth study of a much smaller
number of EOBs' culture regarding possible interaction between
performance management and reward management and organisational
culture. This phase was considered to be the more significant of the two
phases as it looked in greater depth at each of the ownership types in

turn.
The research design for each phase will now be explained in turn.

3.4.1 Phase 1 - Scoping the landscape.
The purpose of this first phase was to supplement the scant existing literature

with experience from the real world. This enabled me to immerse myself in the
language and thoughts of employee owners as well as start to understand the
situations and challenges that they engaged with in business currently. Using
this understanding enabled me to be able to communicate more effectively
when it came to the Phase 2 and not simply have an academic view of the
business world that EOBs are facing?®. It also provided a more current

understanding than academic literature can keep up to date with.

It had been considered whether to use an electronic email survey sent

out to all the HR representatives of EOBs as an alternative to interviews

8 During a conversation with lain Hasdell, Chief Executive of the Employee Owners Association
—11/01/13, he pointed out that the term "Human Resources" would be seen as offensive to a
number of EOBs and a more appropriate expression would be "Human Relationships".
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(Simsek and Veiga 2000, 2001); however, to allow the recipient to complete the
information in their own words, it would require the opportunity for descriptive
textual boxes in response to open questions. If the recipient were to be given
multiple choice options or Likert scales (May 2001) then the survey creator is in
effect defining the boundaries in a positivistic fashion which does not allow for
new data to be discovered (Gill and Johnson 2010). In addition, this approach

was discounted for several reasons:

¢ Email addresses might not be made available en mass from the
ownership bodies to send the survey out to.

e Targeting the HR representative within an organisation might be
infeasible.

e Expecting busy HR personnel to spend sufficient time giving sufficiently
detailed textual answer was unrealistic within a limited time span
(Kessler 2001).

¢ It assumes that one person knows everything about the topic and is

prepared to find out, rather than guess if they do not (Legge 2001).

Hence the semi-structured interview was considered an appropriate method to
use as suggested by Storey and Sisson (1989).

A list of EOBs of each of the three ownership types (cooperative, direct
and trust) was drawn up and potential candidates contacted, usually via email

or telephone. The initial selection criterion was:

e Having one of the required ownership types. For directly owned
businesses, where the majority of employees have their own
personal shares. For trust ownership, more than 50% of the
ownership must be held in trust for at least 25% of the employees.
For worker cooperatives, at least 50% of the employees must be
members.

e There must be some form of involvement (level 3 or above
according to Ridley-Duff and Ponton (2013)) by the employees in
the governance of the organisation as well as access to
information on how the organisation is performing.

¢ The organisation must intend to be profit making as opposed to a

charity or a social enterprise that is not-for-profit.
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¢ Reasonable chance of being able to gain access within the
required timeframe (November 2013 - February 2014). In some
cases contact had previously been made with a representative of
the organisation, usually through networking at a conference and
the research had already been discussed, alternatively this was
done via a trusted friends network. In some cases organisation
were identified purely by searching the internet using an
appropriate Employee Ownership membership site (for example
The Employee Ownership Association EOA (2013b) or Co-
operatives UK (2014)).

o A preference for organisations based within commuting distance
so that face to face interviews could be held where possible,
although a number were done via telephone. Although any multi-
national organisation had to have a permanent UK office
presence.

e Atleast 20 employees. Anything smaller may in effect act like a
club or extended family rather than an organisation.

e Been trading for a minimum of two years to avoid a still rapidly
evolving culture.

o Adesire to speak to at least 3 organisations of each of the

ownership types.

Although the criteria were quite specific, information gained in advance
about EOBs from available sources (typically websites) did not go into such
levels of detail. Hence EOB websites often proclaimed that they were employee
owned but gave very little information as to the extent of the ownership.
Therefore not all the criteria could be checked out prior to arranging an
interview however this was not considered to be critical. This is purposively
sampling as suggested by Cresswell (2003) since a set of requirements need to
be satisfied in order to be included and participants were then actively sought
out that met the criteria. A list of all the phase 1 contacts and a brief description

of each is provided in chapter 4.

The initial scoping was done by carrying out a limited number of semi-
structured interviews with one person from each company, either an HR

representative, founder or business manager who were involved in performance
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and reward management (Kvale 2007). Sample interview questions are given in
appendix 2. They were developed from the literature that had been read and
based around the research aims. After each interview they were reviewed and
refined depending on the experience (there were 3 iterations in total). The
interviews were carried out either face to face or via the telephone, depending
on the logistics (e.g. diary availability, distance to travel). Initially ten interviews
were sought, from across the spectrum of ownership types. The number was
set to achieve some level of “saturation” (Glaser and Strauss, 1967) and identify
recurrent themes without expanding to an unmanageable amount causing
excessive delay to the research. It also allowed for each of the ownership types
to be represented. It was not expected that any of the organisations
interviewed for Phase 1 would be invited to take part in Phase 2, so a longer-
term relationship was not sought. The organisations were selected from
contacts made with the Employee Ownership Association (EOA 2013b) and
other such ownership bodies, as well as Sheffield Hallam University’s contacts
and those made attending networking events (e.g. Employee Ownership day,
4t July 2013 (EOA 2013c)). There were a diverse set of organisations of

varying ownership types, sectors, ages and sizes.

All the interviewees were asked permission to record the conversation
using a digital recorder, to which they all agreed, except for one (DIR_Service).
Digital recordings were used for two reasons. Firstly, to enable me to focus on
the person and what was being said rather than trying to make copious notes at
the same time. Secondly, to gain a more accurate view of what was said rather
than to rely on memory, which can act as a "selective filter" (Kvale and
Brinkman 2009) and as Hammersley and Atkinson (2007) point out “Memory is
an inadequate basis for subsequent analysis”. For DIR_Service the question
sheet was printed out and used to manually record responses against each
question. These were then expanded upon immediately after the interview had
finished in order maximise the information recorded. Hand written notes and
recorded interviews were converted into electronic WORD documents to assist
the analysis. This experience, and information, gained was then used to inform
Phase 2 and a detailed explanation of how the data was analysed follows in

chapter four.
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3.4.2 Phase 2 - In-depth study of culture.
In order to study the culture of the organisations a suitable technique had to be

used. Ethnography is a relevant method to carry out research into culture as
Spradley (1979) states, “Ethnography is a culture-studying culture”.
Hammersley argues that the aim of ethnography, "is to ﬁnd the general in the
particular; a world in a grain of sand" (Hammersley 1992, p16) and that it is "a
form of social and educational research that emphasises the importance of
studying at first hand what people do and say in particular contexts"” (emphasis
is the author's) (Hammersley 2006, p4). A significant element of it is the need to
observe people in their own location and it can include a variety of methods
within it, for example interviews, document analysis, surveys and unstructured

conversations (see for example Watson (2001), Kunda (2006)).

From an anthropological position the word ethnography literally means to
“write” about a “cultured” being (Watson 2011) and Watson (2001, 2011) further
advocates the use of personal observation to enable people to understand “how
things work”. He contends that it is a pragmatic approach to research that
enables both academics and practitioner peer-groups (of those being observed)
to 'hit the ground running'. Ethnography gives access to what people actually do
("the informal organization") rather than what they espouse ("the formal
organization") (Gill and Johnson 2002). There are numerous examples of
ethnography being used in a wide variety of settings (Frost et al. 1991,
Monaghan 2002)

The level of involvement in participant observation is important to
understand. At one extreme, ethnomethodology, the researcher attempts to
become one of the team being observed. They enter fully into the activities of
everyone else, so that they not only hear about the area but get to feel for
themselves what it is like. Their reflections on their feelings then become crucial
in understanding the environment and the method allows them access to often
unspoken and hidden aspects of the culture. However, there is a danger that
they become so immersed that they can no longer distinguish the culture from
themselves and therefore cannot see what it is they are trying to record. If this
happens, culture that might appear abnormal to an outsider can start to become
normal. Vaughan (2004) found this when looking at levels of risk in a high risk
environment, ultimately leading to catastrophic failure. At the other extreme -
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purely non-participant observation, where the researcher observes and does
not interact at all with the subjects, there is a danger that they must rely on what
they see and are told, which may be a complete misinterpretation or even
fabrication. Between the two extremes there is a continuum of decreasing

involvement.

For my own research, | became a partial participant-observer
("Participant-as-Observer"), whereby | observed and interacted with the actors
but stopped short of doing their work (Gill and Johnson 2002). As well as
observing the people, the physical environment including artefacts, uniforms
and displays were also noted and photographed, where allowed (Schein 1992)
although care was taken to not be able to identify individual people.

Ethnography has its drawbacks though. It can require considerable time
observing, in order to ensure that the involvement and subsequent reporting,
authentically reflects what happens. Martin (2002) suggests anthropologists
require one to two years of participation to attain true emic status and Bate
(1997, p1150) disdainfully refers to researchers who fly in and out of
organisations for quick visits as carrying out jet-plane ethnography'. Although
Alversson and Deetz (2000 p200) provide a more realistic view, within a time

constrained thesis:

“One does not, however have to stick to the old anthropological norm of
being at least one year in the field, but can limit and concentrate the
efforts. Some weeks of participant observation is, according to our
experience, sometimes sufficient”.

It was also considered to be a more effective use of time observing in several
organisations, as it was a requirement to be able to research the effect of the

different ownership types on the culture.

Watson (2011, p204) highlights some further issues with ethnography
and hence his confession as a "reluctant ethnographer". He states that
ethnography is:

o Emotionally tiring and requires considerable nervous energy for long
hours in the field. This was my experience, with an introverted preference
(Briggs Myers 2000); continually building rapport with strangers was

emotionally draining.
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¢ Viewed with suspicion in academic journals and can therefore have a
negative impact on an academic career although they can bring
significant benefit once a study has been published. Although there are
now dedicated journals to ethnographic study which has helped with this
aspect.

o Potentially generates huge volumes of data to be transcribed and
analysed (Hammersley 2006). This can create electronic storage issues
(the recordings from phase 1 alone exceeded the default storage
allocated to a student at the university) and the transcription and analysis
took far longer than was expected.

o Perceived to have a lack of (positivistic) reliability and validity (LeCompte
and Goetz 1982). However, Guba and Lincoln (1989) provide
suggestions to mitigate the subjectivity of the researcher which are

discussed later in this chapter.

| intended to overtly spend one month at three separate organisations
carrying out observation and having “friendly conversations” (Spradley 1979). A
standard set of questions (shown in appendix 3) was developed from what was
learnt in phase 1. This acted as a guide, so that conversations were semi-
structured but flexible to allow the conversation to flow naturally. | expected to
be on site during the working week and evenings as required, for example to
attend a social or business event outside of normal working hours. The
observation time is shorter than either Watson or Martin suggests however it
was achievable and provided an opportunity to develop a “rich picture” of the
culture. Journaling was done at every available time and at the earliest
opportunity to ensure that the memories were still fresh, aided by on-site
photographs (DeWalt and DeWalt 2011).

Martin (1992) poses the question - which people make up the
organisational culture? Or, who are the “cultural participants”, as she refers to
them? At first thought the simple answer is everyone who works within the
organisation; however, there are a number of potential complications. Are family
members of employees’ part of the culture as they will affect and be affected by
it? Similarly, what about regulators, customers and suppliers who all have a
direct involvement with organisations? Kunda (2006) reversed the question by

querying the effect organisational culture had on society around it, in terms of
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burnout, stress, divorce and alcoholism. Do part-time employees have less
affinity to the culture than full-time employees? With the rise of home-working
are off-site workers less influenced by the culture and for multi-national
organisations does the culture in different countries influence the organisational
culture? Employees can have “variations in intensity” with regard to the culture,
for example compare a University student doing a part-time job to pay the rent
with the founding managing director. What impact do shareholders have on the
culture and are they therefore part of it? (Barclay’s shareholders voted against
excessive pay awards, challenging the culture of bank bonuses (BBC, 2012)). |
chose to limit myself to talk with people who were part of the EOB and not
external to the organisation (e.g. spouses/family members related to employees
(Barney 2004)) although in some organisations both husband and wife did work
for the same company and in Direct1, | was voluntarily introduced to a supplier

to get an external perspective.

A further option was to carry out focus groups or group interviews, terms
which are often interchangeable but do have different emphasis. In a group
interview the researcher asks questions of the group who reply, whereas in a
focus group the researcher facilitates a discussion between members who are
given various prompts to start a discussion, so the role is more peripheral rather
than central (Thomas 2011). As previously mentioned culture is inter-
subjectively created so a group discussion of it makes sense however with
regard to performance and reward management these can be very personal
topics (for example, how much a person gets paid; who is currently on a
performance improvement program) so a group discussion is potentially not the
best place to obtain such information. Therefore, although both options could be
used, neither option was deliberately sought or arranged although at points
group discussions did occur naturally, particularly in relaxed settings like the

staff canteen.

Being on site does not give necessarily direct access to those employees
who work remotely (for example from home, on the road, at client sites or at
different sites) however for Direct1 | was taken to multiple sites and given the
phone number of a travelling salesman, whom | contacted. His connection with
the culture was therefore looser since he spent less time on site but it was a
significant aspect of his role.
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By choosing three different organisations it allowed me to analyse each
one in turn as well as to compare and contrast them. This was essential in order
to observe the potential variations in culture specifically due to ownership type.
A preliminary consideration of the data gathered from the initial site was carried

out to inform the second visit and subsequently for the third.

In some cases, participants were invited to tell stories about culture as it
is a useful method, since culture is often passed on via stories of heroes,
villains and mavericks to new employees (Schein 1992, Yiannis 2000, Wren
2011). This can give an insight into sub-cultures that are at odds with the
espoused culture (Watson 2001, Martin 2002).

Reviewing company documents (e.g. websites, annual reports and staff
handbooks and publications) provided further information. It helped to
triangulate the data providing greater credibility (Guba and Lincoln 1989) but is
secondary to the direct observation and interaction with actors (Gill and
Johnson 2002).

The research was intended to be three ethnographic episodes rather
than one multiple-case study as described by Yin (2012, 2014) whereby the
individual cases should either be “literal replications” or “theoretical
replications”. Case study has many overlaps with ethnographic research and
both share the potential use of multiple methods as well as the skills required of
the researcher (“Asking Good Questions”, “Good Listener’, “Adaptive” Yin
(2014, p73)). These are attributes which | feel | possess. However, Yin
suggests that the fundamental difference between case studies and
ethnography is the former’s requirement to generate theory prior to carrying out

fieldwork which is not applicable to this inductive research.

The purpose of my research was to discover themes and provide
guidance, rather than to prove a specific occurrence of a phenomenon under
research. Selected conclusions were fed back to the organisations who took
part (as an incentive for their involvement) but the overriding purpose was not to
fix any specific issues that they had. Therefore, this was not Participative Action
Research (PAR) (Whyte 1991).
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Each of the three ownership types was to be represented by a different
organisation. In reality it did not happen as planned and led to involvement with
two worker cooperatives, one directly owned and two trust based. Again,
purposive sampling was used with the same criteria as for Phase 1 but with an
emphasis on ensuring that the different ownership types were represented
(Cresswell 2003). Although specific people were targeted within each
organisation (senior managers, HR representatives, line managers), there was
an emphasis on trying to talk to anybody and everybody irrespective of gender,
grade or position since trying to ethnographically understand the culture meant

seeing it at all levels.

Following an initial email conversation with a trust owned company
(Trust2), when it was subsequently approached to confirm access for a month
long ethnographic study, it no longer felt it was suitable. This was primarily due
to the potentially hazardous working environment, so allowing an untrained
person to wander freely around the site was unsafe. However, the Finance
Director did volunteer himself to be interviewed, which was gratefully accepted.
The information provided is included in the final analysis. Another Trust based
organisation was therefore required. After attending an Employee Ownership
conference, facilitated by the White Rose Consortium (2014), an introduction
was made to a senior ex-employee of Trust1. He was able to provide the email
address of the branch manager of a store, from which the necessary access
was obtained (June 2014). Previously | had tried twice before to personally
access the organisation (by calling in to a store and using the enquiry service

on their website) neither of which had yielded any viable response.

Verbal agreement to carry out research in a worker cooperative had
been agreed on two occasions with the HR director of a medium-sized worker
cooperative. Once again when contacting them to confirm my desire for a
month-long visit, there was considerable delay as it required a member to
volunteer to host me as well as have the time to do it. Eventually only a single
day on-site could be arranged so this was gratefully accepted and ultimately led
to a second period afterwards. As this did not meet the desired month, one of
the coops approached during Phase 1 was asked if they could host me again

and they also agreed to an intensive day on-site, interviewing members (July
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2014). Although this was less than had been planned it did give an alternative

perspective to the directly owned and trust owned organisations.

Specific details of each of the ethnographic periods in the different EOBs

are given below.

3.4.2.1 Worker cooperatives - Coop1 and Coop2
A day was spent on-site at Coop1 on 17" July 2014, from 9:15am to 4pm.

During this time nine conversations were held with seven distinct people (or
groups) lasting 4.5 hours of which 2.5 hours were recorded. Subsequently | was
allowed to attend the Quarterly General meeting (the evening of 25 July 2014),

where a further 3 hours of observation and conversations took place.

To supplement my understanding of worker cooperatives, a day (25%
July 2014) was spent at Coop2 where | spent 6 hours on site, carrying out
eleven distinct interviews with individuals, all of which were recorded lasting for
a total of just over 3 hours. A member responsible for HR was specifically
targeted (as | had already spoken to her in phase 1); otherwise all the other
interviewees had been arranged for me and the members had various roles with
the organisation. In both cooperatives notes were made alongside the

interviews and everything was transcribed for subsequent analysis.

3.4.2.2 Directly owned organisation - Direct1
As part of an initial bid to have the PhD funded, a directly owned company had

already given written consent to taking part in the research. As consent to
access the company was in place, Direct1 was the first one to take part in the
research fieldwork (Jan-Feb 2014).

An initial face to face meeting was set up with my contact person and a member
of staff responsible for “People & Culture”. | discussed with them my aims and
plans and showed them my consent form. This was brushed away with disdain,
due to a strongly dislike of bureaucracy but access was agreed. During the
period 10" February to the 13" March 2014, the organisation was visited on
eleven separate days (over 51 hours on site); 61 contacts were made with 51
distinct people (or groups of people); over 15 hours of conversation were had,
of which 5hr 45m was recorded electronically. Targeted interviews were held
with the founder, the current managing director, two people responsible for
“People and Culture” (the company explicitly does not have an HR department
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or “Human Remains” as the founder refers to it in his interview), several team
leaders and one conversation was with an offsite salesman via telephone.
Numerous spontaneous conversations were held with other shop floor and

office workers.

3.4.2.3 Trust based organisations - Trust1 and Trust2
Whilst attending an academic conference at York University | obtained the email

address of a branch manager of Trust1. | contacted him directly and received a
reply from his assistant inviting me for an initial meeting in the canteen. After
explaining my plans, | was invited to carry out my research within the branch,
having received approval from the Central office as well. During the period 4t
June to the 28" June 2014, | observed at a single branch of Trust1 on thirteen
separate days (68 hours on site); 62 contacts were made with 49 distinct people
(or groups); 33 hours of conversation were had, of which 6 2 were recorded
electronically. Targeted interviews were held with the branch manager, regional
HR representative, middle managers, regional representative and elected
representation committee chairperson as well as general employees on an ad

hoc basis.

As previously mentioned, a recorded interview was held as part of Phase
2 with the Finance director of another trust based organisation (Trust2), which
lasted for an hour and included a tour of the site. Additional literature was also

provided that gave information on the structure and history of the organisation.

3.4.2.4 Phase 2 summary
Table (3.4) below shows a summary of the EOBs contacted during phase 2 and

the amount of time spent with each.

EOB Contact period On site | Contact | Number Audio
time time of | Recorded

distinct time

contacts

Direct1 10/02/14 - 12/03/14 51 hr 15 hr 51 5hr 45m
Trust1 04/06/14 - 14/07/14 68 hr 33 hr 45 5hr 15m
Trust2 19/05/14 1hr 1hr 1 40m
Coop1 17/07/14 & 25/07/14 10.5 hr 7 hr 10 2hr 45m
Coop2 25/07/14 5.5hr | 3hr 10m 11 3hr 10m

Table 3.4 Summary of contact time with EOBs during phase 2.
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3.5 Methodological reflexivity

A Neo-empiricist stance allows for methodological reflexivity, which is “critically

scrutinizing the impact upon the research setting and findings of the researcher

and his/her research strategy”. These should include reviewing the balance

between being an ‘outsider’ or ‘insider’; ‘distance’ and ‘inclusion’; ‘detachment’

and ‘involvement’ (Johnson and Duberley 2003, p1284).

During the fieldwork, such reflexivity did take place and some examples are

given below.

Interview questions were deliberately phrased to be open questions
(Kvale 2007) (see appendix 3) to allow the participant to give an
opportunity to speak rather than just answer with a single word.
However, with a lack of experience at times, multiple questions were
asked before a response was given which meant that some questions
simply did not get answered at all. An example is given below from
Coop1:

Me: “So you are not involved in any of the democracy or anything
like that? You come in, five days a week?”

Casual Worker: “Yeah, I've been doing four but for a few weeks been
doing five.”

Hence the original question of how much a temporary worker is involved

in the democratic process was completely ignored.

To best capture what was being said during interviews, audio recordings
were made, where permitted. This meant that it was necessary to
momentarily check that the “red light” was still on the recorder and
therefore still recording. This was a distraction from what was being said
but necessary to make sure the information was captured (see Darabi
(2013) as an example). In some locations (e.g. staff canteen) there was a
lot of background noise that made it hard to hear exactly what had been
said. Transcribing the information as soon after the event as possible
helped to alleviate this issue. Not having to write notes as the interview
happened also meant that better eye contact and rapport could be
maintained throughout.
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Where recording interviews was inappropriate or impractical, for instance
in customer areas of Trust1, notes were written onto the question sheet
or added immediately after the interview but as Hammerlsey and
Atkinson (2007, p142) say, although this was carried out "with as much
care and self-conscious awareness as possible... Fieldnotes are always
selective: it is not possible to capture everything”. Memories fade quickly
and written notes do not always reflect the inflections in a voice that give
emphasis.

During management meetings, | was sat amongst the managers and felt
uncomfortable making notes as the meeting was going on. Clearly
anything | wrote would be visible to the managers on either side of me
and | felt this restricted what | could record at that time. Again, my
thoughts were written up immediately after the meeting in a safe place.
Hammersley and Atkinson (2007) say that notetaking can be seen as
“inappropriate or threatening, and will prove disruptive” so care was
taken to minimise the disturbance.

Hammersley and Atkinson (2007, p28) point out, "in ethnographic
research the development of research problems is rarely completed
before field work begins; indeed, the collection of primary data often
plays a key role in that process of development.” This was found to be
the case as the research questions were repeatedly refined as the data
was analysed.

| was conscious of the clothes | wore to want to appear to blend in as
well as stand out! For example, at Trust1, the standard uniform for a
male on the shop floor is either a white or black shirt and tie, hence |
deliberately wore a coloured shirt and tie, so that | had the professional
image to be part of the shop but then be different from all the employees,
to not confuse customers. Although | was approached once, to be asked
how to get out of the store!

Due to employees working shift patterns, particularly in Direct1 and
Trust1, | deliberately chose to be on site at different times of the day,
including the start and end of a day.
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3.6 Reporting method

It is important to consider the writing style of the results. Martin (2002, p269)
asks the pertinent question "In whose interests do | want to write - in the
managerial interest, or do | want to focus on change-oriented emancipatory
political agenda that would improve the lives of workers who earn relatively
little?" This includes the assumption that EO employees receive a small wage
which will be reviewed as part of the research. She discusses three types as
proposed by Van Maanen - realist, confessional and impressionist (Van
Maanen 1988, Hammar 1991). As has already been explained this research is
interpretive and attempts to portray what is being observed, hence the most
relevant style is that of “realist” with elements of impressionism as it is more
akin with how | prefer to write and gives space for humour that for example Van
Maanen can include - "the lone vuvuzela in the orchestra"” (Van Mannen 2011,
p218). Another example of this style would be Kunda (2006).

3.7 Ethics

The ethical aspects of the research needed to be considered and can have a
profound effect on the research methodology. A key aspect was whether to be
covert or overt during the fieldwork. Covert participant observation may
potentially lead to a greater depth of revelation as employees talk in an
unguarded manner, however if the researcher were to be exposed, the damage
done to the trusting relationship towards myself and the university could be
devastating, causing a loss of reputation and for the research to be halted
immediately. This was deemed an unacceptable risk and not in line with the
University’s ethical policy (Sheffield Hallam University 2012). Therefore this
research was carried out overtly at all times (Gill and Johnson 2002).

Informed consent for arranged interviews is important and was requested
at the start of interviews for Phase 1. This was done either on the phone
verbally or by signing a consent form for the face to face interviews. For Phase
2 it was more complex. One of the features of ethnography is that participants
may not provide explicit consent for an informal conversation next to the coffee
machine. To mitigate this, as part of negotiating access, consent was obtained
from the company sponsor during which the method of research was clearly

explained and it was suggested that the organisation communicates with all
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employees the dates for which | was on site. From my observations, this did
appear to have happened as people frequently knew who | was when |
approached them. When requested, | wore the standard issue, company
provided visitors badge (Trust1 only) but did not have any other formal
identification (e.g. a badge identifying me from the university) however this had
the potential to affect the interactions that | had (Saunders, Lewis and Thornhill
2009) which was observed. In addition, every time | deliberately approached a
participant to request their help | always introduced myself as a researcher from
the University and asked for their permission rather than assuming it. Some
manual machine operators appeared to be overawed by a PhD student
whereas for alumni members of the University it helped to build the rapport
quicker. Also, the University is independent from the EOBs, which potentially
gives interviewees greater freedom to answer, rather than if the research was

being funded by their employer.

Anonymity is required so that individual people and their contributions
cannot be identified. Using fictional names or amalgamating several people into
one quasi fictional person can help with this (see for example Ridley-Duff 2005).
Similarly, confidential and commercially sensitive information had to be handled
appropriately by denying public access both physically and electronically.
During the fieldwork large amounts of electronic data was collected. This was
located on a secure password protected network and will be held in line with the

University’s data protection standard (Sheffield Hallam University 2012).

3.8 Limitations

The proposed research does have a number of identifiable limitations; the key

ones are:

o The length of time spent in the field during the ethnography. As already
mentioned the duration of the ethnographic period is significantly less
than some authors would agree with. Further research could be done by
spending longer in the field. For example, at Trust1, it felt like fully
trusted relationships were starting to be created that would have
potentially led to a different perspective on the organisation. However,
the vast majority of employees | spoke to were of one mind and only five

people (out of 62) expressed any form of dissent from the company view.
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Therefore, this research provides the potential opportunity of a platform
for further prolonged research in each of the organisations where contact
has already been made.

The number of EOBs involved. Clearly having more organisations
involved would give a richer picture but again there is a trade-off between
time and results. | consider that sufficient organisations were involved to
be able to generate credible results bearing in mind that it is an inductive
study.

The type of EOBs involved. Organisations from different sectors or
different sizes would bring a different perspective but again there has to
be a limit on what is achievable and what is acceptable.

The location of EOBs. During Phase 1 the location of the EOB’s was less
relevant as interviews could be arranged by phone, however for the
ethnographic phase the EOBs had to be within commuting distance to
manage the cost in time and money and be practicable for everyday
living.

Myself as a researcher. Ethnography requires a confidence to initiate
conversations and my personality (introvert/extrovert) (Briggs Myers
2000) had a bearing on the ease with which that was done. A different
researcher with a more extrovert personality may have achieved different
conversations. Similar my gender may or may not have influenced the
access or openness to which | was received (Summers 2002). As
Savage (2000) points out “the researcher becomes the medium of
research, features such as the age, gender, and personality of the
researcher will direct the findings”. The researcher must also be reflexive
to understand their own culture and views; how they might impact on the
research. It would be easy for a researcher to completely miss underlying
beliefs within an organisation that were in line with their own as it would
appear “normal” and therefore unremarkable. Reeves Sanday (1979,
p528) quoting Clyde Kuckholm points out “/t would hardly be fish who
discovered the existence of water.”
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3.9 Risks

With any methodology there are potential risks that need to be identified and

managed. Regarding this specific research the risks were:

Access to organisations (in both phases). Without organisations taking
part there would be no data to analyse. This was mitigated by building up
personal connections with EOBs as well as umbrella organisations (for
example the Employee Ownership Association (EOA 2013b)). However
once on site, it still required individual cooperation of employees as well,
to capture their personal understandings. This was best achieved by
building up a level of rapport and trust through openness, visibility,
transparency, communication and explanation with all employees on site.
Constant concentration. Maintaining a focus during long hours of
observation can prove difficult and in trying to understand culture, the
smallest look instead of the spoken word might be the biggest clue which
could easily be missed as demonstrated by Summers (2002) in her
ethnographic work. To reduce this risk, it was important to take breaks
from the fieldwork as well as be ready to capture observations as soon
after the event as possible. Consequently, a notebook was taken
everywhere on site to record such thoughts. This included a copy of the
cultural web (Johnson, Scholes and Whittington 2008) glued into the
front to remind me that it was the organisational culture that | was trying
to understand. Using a voice recorder and camera to record events also
helped, providing data to be analysed.

Breaking confidence with participants. Great care was taken when talking
in and outside of each EOB to not identify specific individuals. This was
especially important when talking to managers about what their staff may
have said. This could have led to a breakdown in trust and much
suspicion if it had failed.

Insufficient data being collected. | appreciated the opportunity freely
given to me by the EOBs so | endeavoured to glean as much information
as possible. In reality, a large volume of raw data has been collected.
Physical risks. This was important whilst on site in potentially hazardous
manufacturing plants, however health and safety was of a very high

standard, so it was not an issue. Toe-protection was provided where
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necessary although the over-sized shoes probably created more of a trip
hazard! In one organisation, due to the hot weather and a lack of inside
cooling, interviews were carried out on the roof space but at a safe
distance from the edge of a flat roof. Hence | was either supervised in
dangerous areas (with fork lift trucks operating) or the risk was

acceptable with common sense.

3.10 Timescale

The actual timeline for the research was as follows:

Time period. Activity

November 2013 - January 2014 | Phase 1 - Create, test and utilise semi-

structured interview with approximately
ten EOBs.

February 2014 - July 2014. Phase 2 — Carry out ethnographic
studies within the three different
ownership types, and analyse findings

in between.

August 2014 - September 2014 | Transcribing of audio data.

October 2014 - March 2015 Intensive coding of nodes within Nvivo,
repeating the process.

March 2015 - October 2016 Continual reflection and writing up of
findings, prior to submission.

October 2016 Submission:

December 2016 Confirmed.

Table 3.5 Timeline of research

3.11 Research evaluation

Positivistic research can be measured on reliability (can the experiment be
repeated with the same results?) and validity (does the experiment measure
what is required?) (Johnson and Duberley 2000). However for qualitative
research, reliability and validity cannot be the yardsticks for evaluation as it is
almost impossible to replicate a scenario to the necessary degree. Therefore as
Johnson et al. (2006) and Thomas (2006) point out, different criteria are
required and they both suggest Guba and Lincoln’s (1989) work as a starting
point, in order to evaluate qualitative research with an objective epistemology,

although their particular stance is constructionism.

o Stability in both the methods used to carry out the research as well as
the phenomena being observed. This is relevant for organisational

culture which does not undergo rapid changes (Schein 1992).
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Throughout the process | was the sole researcher in the field collecting
the information. The set of questions used in each of the different
organisations was fundamentally the same and they were asked in a
consistent way. | made no deliberate effort to adopt a different persona in
the different locations so that too was stable (although | learnt from each
experience). Especially for the organisations where there was a longer
period on-site (Direct1 and Trust1), the specific time slots were not
unique in comparison to other points in the year that | could have visited.
Although both organisations go through seasonal variations (especially in
retail, for example the busy Christmas period versus the quieter summer
months in Trust1), fundamentally the business being done is still the
same. For example, there is no shift from heavy labour in the summer to
high tech IT services in the winter.

Credibility which is "establishing the match between the constructed
realities of respondents (or stakeholders) and those realities as
represented by the evaluator and attributed to various stakeholders"
(Guba and Lincoln 1989, p237). They suggest this can be enhanced by
substantial engagement with the situation; persistent observation; being
reflexive; discussing potential thoughts and theories with a disinterested
party and primarily by reflecting back tb the original actors what has been
observed to see if they agree with the understanding. All of these facets
of credibility were available to me as a researcher but required a .
concentrated effort. Specifically for the two sites (Direct1 and Trust1)
where a reasonable amount of time was spent on site, the experience
was consistent throughout and definitely did not change on a frequent or
even ad hoc basis (Bate 1997). Observation was carried out all the time
on site and a notebook was always to hand to record information. Being
in the field allowed for times of methodological reflection to see if | was
maximising my opportunity. During the fieldwork and subsequently,
discussions have been had on a regular monthly with my supervisory
team to flesh out my understanding. Feedback on the initial findings was
specifically requested by some organisations and therefore provided and
the response noted (either neutral or very positive, hever negative or
contradictory). Whilst on site | had a specific contact person and would

meet with them (at least weekly) to informally discuss progress and any
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initial thoughts, in effect “Member checks” as Guba and Lincoln (1989,
p238) call them. This helped to clarify and rectify any potential
misunderstands, '

Transferability which places the emphasis on the receiver of the research
information to verify whether it is transferable to their specific situation.
Ultimately it will be the reader’s responsibility to see if it applies to their
situation however an aim of the research is to provide guidance to HR
practitioners so it should be transferable to organisations within the EOB
sector, subject to the limitations of their own ownership type. By looking
at three different types of ownership it increases the breadth of potential
comparable organisations. Another option is to present the findings to an
informed body to gain their comments. This happened on 11" March
2016 at a regional meeting of the EOA where the findings were
presented to a group of EOA members who were given the opportunity to
discuss and feedback their comments. This group included one of the
key contacts from Direct1 (employee 21). As such the feedback was
positive and agreeable and the minutes reported on the EOA website.
The findings were also presented at a doctoral conference at Sheffield
Hallam University on 20" May 2016 to an academic audience for
comments, again receiving positive feedback.

Confirmability which is allowing the reader to track where the data came
from as well as understand the processes it went through in order to
produce the findings. A detailed explanation of the analysis process is
given in chapter 4. The reader does not have access to the entire set of
actual transcripts or notes taken for confidentiality reasons. However
they were made available and reviewed by my supervisory team which
gives credibility to the claim. In my research the transcripts could be
verified by the participant however this only happened once where it was
specifically requested (DIR_Service).

Fairness which is the way in which different constructions are given an
equal voice to be heard. This is very relevant in EOBs where the normal
owner/manager and employee demarcation is not so obvious. The
ethnographic method allows for many more voices to be heard rather
than a few elite and so a more consistent picture is built up. This is also

achievable through being methodologically reflexive; reviewing whether |
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have preferred one group (say managers) over another (say shop floor
workers) (Johnson and Duberley 2003).

o Authenticity (Ontological — that respondents understand their own
construction better, Educative — that respondents understand other
people’s constructions better and Catalytic — that the results brings about
action). Ontological and educative can be achieved by feeding back the
results of the research to the actors involved and this was done for both
Direct1 and Trust1. It is intended to provide guidance to those
responsible for performance and reward management so it should be
catalytic and emailed correspondence implied that it would be reviewed

at a management level.

To summarise, “To put the point more bluntly, prolonged engagement
and persistent observation (or any other methods one might choose) do not
ensure that stakeholder constructions have been collected and faithfully
represented.” (Guba and Lincoln 1989, p245). There will always be the potential
for misrepresentation, unintentionally or not, and researchers need strategies in
place to address this potential. Considerable time and effort was spent in trying
to accurately reflect actors' contributions through repeated, detailed
transcription checking and comparing my notes against what was said to give

greater confidence that the meaning was recorded and not just the words.

3.12 Summary

This chapter has reviewed a wide range of methodological options for the
research and explained the chosen one, which was a two-phased approach of
interviews and ethnography. It detailed the selection criteria and briefly
introduced the organisations that participated. It has also highlighted the
commitment to ethical research and some identifiable limitations of the research

as well as criteria for evaluating it.

The next chapter provides explains in detail how the analysis of the data
was carried out and gives a background to all the organisations involved, from
this the findings can then be reported.
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Chapter 4 - Analysis

4.1 Introduction.

In the previous chapter the methods used to collect data relating to the research
questions were set out. This chapter explains how that data has been analysed
as well as detailing what assumptions have been made to evaluate the research
(Braun and Clarke 2008). Background information on all the individual research

organisations is given to provide a contextual and comparative perspective.

4.2 How the data was analysed.

The inductive, interpretive approach of the research allows for themes and core
meanings to be identified from the data collected. This happens as the data is
analysed by the researcher. The analysis was guided by two articles that both
provide an explanation of, and method for, analysing qualitative data, namely
Thomas (2006) and Braun and Clarke (2008). Thomas refers to a “General
Inductive Approach for Analyzing” qualitative data. His concern is that analysis
should not only be efficient but defendable as well and that it allows for “The
identification of any significant unplanned or unanticipated effects”. This is
appropriate as no prior theory was assumed nor was | trying to prove any theory
through deduction but it does allow for understanding to be generated from the
data. Braun and Clarke (2008, p79) describe Thematic Analysis as “a method

for identifying, analysing and reporting patterns (themes) within data.”

As such, Thomas (2006) and Braun and Clarke (2008) both offer a very
similar method for analysing qualitative data although their terminology is
slightly different. Thomas (2006) creates meaning from complex data via data
reduction using themes or categories. Braun and Clark see Thematic Analysis
as the “foundational method” of qualitative analysis and the first method
researchers should use. They differ from strict Grounded theory (Glaser and
Strauss 1967) in that there is a recognition that the researcher will bring prior
knowledge to the experience and that coding will not be done in an

“epistemological vacuum’”.

The six phases of Thematic Analysis from Braun and Clark (2008, p87)

are:
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1. Familiarizing yourself with your data
2. Generating initial codes

3. Searching for themes

4. Reviewing themes

5. Defining and naming themes:

6. Producing the report

Obtaining permission to undertake research is obviously critical and often
difficult to obtain. As such the opportunity for ethnographic site visits were
grasped with both hands when they were offered. This meant that there was
only a very limited period between Phase 1 and Phase 2. (In fact the final
Phase 1 interview occurred during the on-site research at Direct1.) Therefore,
there was insufficient time to analyse Phase 1 discretely from Phase 2 so the
decision was taken to amalgamate the two sets of data into one. Therefore, for
both Phase 1 and Phase 2 of the research, the underlying method of analysis
was the same and is described in detail below. (Note that to reduce confusion
between phases of research and phases of analysis, the six analysis phases

will subsequently be referred to as stages instead.)

4.2.1 Stage 1 - Familiarising with the data. :
A significant amount of time was spent familiarising with the data which was

done via creating, listening, transcribing and reading the information. The raw
data was primarily electronic audio recordings of interviews and hand written
notes made during, or immediately, after interviews. (There were other forms of
data that will be discussed later.) In the case of electronic recordings these
were transcribed with the aid of voice recognition software (Dragon version v12
- (Nuance 2015)). Interviews were listened to via headphones and then spoken
into a microphone to be automatically transcribed into a Microsoft WORD
document. From previous experience (Wren, 2011) this was found to be the
fastest method of transcribing and assisted with Braun and Clarke’s emphasis
to “immerse yourself in the data to the extent that you are familiar with the depth
and breadth of the content” (2008, p87). Interviews were then listened to again
and reviewed against the initial automated output to allow for manual

corrections and further punctuation to be added ensuring the written words
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conveyed the intent of what had been said as well as the actual words. This
was a long, slow process and mirrored what Braun and Clark (2008, p87)
accurately quote from Riessman, namely “The process of transcription, while it
may seem time-consuming, frustrating, and at times boring, can be an excellent

way to start familiarizing yourself with the data”.

In the transcripts, a consistent approach was taken to differentiate my
voice from an interviewee by highlighting mine in bold. This was not done to add
any extra emphasis or weight to it but simply to be able to recognise where one
voice finished and another started. An example taken from the interview with

DIR_Professional is shown below:

Do you have employees who don’t own shares then?

Yes we do. They don’t own shares outright because the trust holds them
on their behalf.

A deliberate choice was made not to note every pause, cough, “Urm” or
“Err” unless it had a direct bearing on the meaning of what was being said as it
did not affect the message and would have further added to the time taken to
transcribe. This confirms Lapadat and Lindsay (1999) that the act of transcribing
is a form of analysis by choosing what to write about and what to exclude.
According to Lapadat and Lindsay (1999, p75) Poland says that the quality of
transcripts can be adversely affected by deliberate, accidental, and unavoidable
alterations of the data. Although no deliberate attempt was made to alter the
data, minor mistakes were found and corrected in the transcriptions during
subsequent stages of the analysis (typically words that had been incorrectly
translated by the software). At some points in the recordings, background noise
made it difficult to hear what was being said and English was not always the
first language of interviewees making comprehension still harder. In these
cases the written notes made on-site were used to help fill in the gaps. Finally
on 24 September 2014, all the raw data had been transcribed. As noted by
Braun and Clark, initial thoughts about coding occurred to me throughout this
process and these were noted down in an “Analysis Diary” and later added to
the model.
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Other forms of data such as physical documents provided by
organisations, websites and pictures taken on site were also collected.

Documents were scanned and electronic versions then used instead.

Therefore the data corpus (Braun and Clark 2008) was made up of the

following:

¢ Electronic recordings of interviews

e Hand written notes of responses during interviews (either on a pro-forma
question sheet or free hand in a notebook).

¢ Hand written notes of reflections on interviews and other observations.

¢ Pictures taken on site with a mobile phone.

e Electronic documents (.pdf, WORD, POWERPOINT, emails) provided by
organisations

¢ Paper documents (sales catalogues, brochures, appraisal documents,
newsletters) provided by organisations.

¢ Organisations’ websites.

From this the databset was created, which differed only in the amount of
physical items used (all electronic documents were included). For example,
COOP1 provided an entire sales brochure (272 pages long) so practically not
every page could be scanned and included nor was it necessarily relevant
however my observations about the style and content of the brochure are
included in the data set. Similarly, the “Values statement” (as it has a direct
bearing on the culture of the organisation (Schein 1992)) from the company
brochure of DIR_Manuf has been copied into the interview notes taken but the

document in its entirety was not scanned in.

4.2.2 Stage 2 - Generating initial codes.
The second phase in Braun and Clark’s (2008) thematic analysis is to

“Generate initial codes”. Due to the large quantity of data items and time
ddnstraints, no attéfnpt was made to perform manual coding and software for
analysing data was used instead (Seale 2010, Kelle 2004, Patton 2002). There
are a variety of software tools for analysing data (for example MAXQDA (2015))
however Nvivo (QSR International 2013) was chosen as it is readily available
within the University and | had previously been trained in using it as well as
having experience of applying it in a qualitative study (Wren 2011). Individual
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By 24t November 2015 the data set had been coded throughout and 273
nodes had been created. Partway through this exercise, each node was
reviewed to clarify its meaning and give it a description to ensure distinction
between nodes. This allowed for more accurate coding and new nodes to be
created. On completion, the entire data set was then re-coded (building on the
existing nodes) as suggested by Braun and Clark (2008). This allowed for
nodes that had been identified in later data items to be recognised within the
initial interviews to see if they had in fact occurred previously. (100 nodes were
added between Direct1 having been coded once and then being coded again.)
On completion, the total number of nodes had risen to 284; a small increase
however a meaningful number of new links had been identified. This is to be
expected as “coding is an ongoing organic process” (Braun and Clark 2008,
p91).

During the coding no intentional bias was applied to the data. That is,
management interviews were not treated any different from subordinates; no
regard was given to gender; each voice was given equal weight. Extracts were
also coded inclusively, so that some surrounding text was included to provide a
relevant context and make it easier to when referring back to it (Braun and Clark
2008).

Once again all nodes were checked to ensure that they had a distinct
definition. Where this wasn’t the case, nodes were collapsed into their twin (for
example “People Valued” and “Valued as a Person”). During this whole stage
hierarchies of nodes were already being created. This typically happened for

several reasons:

¢ Where nodes were created as more detailed explanations of an existing
node. For example, “leaving the organisation” was created and then
different reasons for leaving were noted (e.g. “Death”, “Leave by Choice”,
and “Pressure from Peers”.)

¢ When two nodes were the opposite of each other (e.g. “Happiness state”
was created to include both “Happy” and “Unhappy”)

¢ Where similarities between nodes were already being identified (e.g.
“Type of Ownership” contains “Direct Ownership”, “External Ownership”
and “Trust Ownership”).
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2008). Thomas (2006, p245) provides a suggested “reporting style” for
presenting findings, which includes the following three levels:

o Top-level category (or theme).
* A detailed description of the theme

e Suitable quotes to illustrate the theme

This model has been used in each of the findings chapters (5, 6, 7 and 8) but is
preceded in each case by a more general section that illustrates some of the

source information to show originality.

Throughout the rest of this thesis, verbatim quotes (potentially
grammatically incorrect since they are part of a spoken conversation) and
copies of field notes taken are included to illustrate the points made. These are
indicated by indented, italicised text, followed by the organisation and some
reference to the person speaking (if applicable). Quotes in bold are questions
or comments that | have made during the conversation. The originating
organisation is always shown and if necessary an anonymous identifier so that
the contribution of a person can be identified but not the actual person. An

example quote is shown below:

“What are the main benefits of employee ownership to you?

For me, its happiness. If you're looking forward to coming into work, that
says more than anything. You are not waking up and thinking “God I'm
going to work!” You are actually quite happy, because you know “I'm
going to have a really good time” and get your job done and hit
everything you need to do.” - Direct1 employee 1.

Conversations have only been changed when it is required to preserve
the anonymity of a person or organisation, or provide further clarification to an
extract of a conversation. This is typically shown by enclosing a substituted

word within "[ ]", for example:

Can you tell me about the culture?

There is a "[Organisation] Culture". Wherever you go in the world in a
[Organisation] office, | could walk in and feel welcome, comfortable and
have things in common with other people. - DIR_Service.

As previously mentioned the writing up of ethnographic studies has its
own style (Van Maanen 1988) and the themes are explored in detail in Chapters

5,6, 7 and 8.
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4.3 Background information about the organisations
involved

4.3.1 Phase 1 organisations
This section introduces each of the organisations that agreed to take part in

Phase 1 of the research. For confidentiality reasons, some of the explanations
are deliberately vague but they provide sufficient understanding to gain an
appreciation of their context and enable a degree of comparison. All the
interviews took place between December 2013 and February 2014 and the
lifespan is at the point the interview was carried out. All the organisations are
still in existence at the time of completion of this thesis (2016) except for
COOP_Service which has been bought out by a larger operator in the sector in
2014. The exact reasons for this are unknown. Where ownership is considered
to be a hybrid form, the dominant ownership type has been highlighted; this is
the ownership model that the organisation has been most like and has been
used when analysing the data. A summary of all the contacts made as well as
unsuccessful attempts is shown in the table (4.8) below, followed by a

description of each one in turn.
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Interview | Ownership | Pseudo Name Description Access Type of
number | Type method Interview -
(dominant Face or
and date type Telephone
shown in
yellow)
1 TRUST + | DIR_Professional | Medium Identified Telephone
DIRECT sized from EOA
4/12/13 professional | website,
services firm | then cold
called.
2 TRUST + | DIR_Consultancy | Small sized Via Telephone
DIRECT professional | networking
9/12/13 services firm | at EOA
Conferenc
e
3 COOP | COOP_Shop, Small sized Suggested Face to
becomes Coop2. | retail firm by trusted Face
10/12/13 friend.
4 COOP | COOP_Service Small sized Identified Face to
professional | from Co- Face
16/12/13 services firm | operatives
UK '
website,
then cold
called.
5 TRUST | TRUST_Service |Large multi- | Via Telephone
national networking
20/12/13 professional | at EOA
services conference
organisation. | and White
rose event.
6 DIRECT | DIR_Service Large multi- | Via Telephone
national networking (not
7114 professional | at EOA recorded)
services. Conferenc
e
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7 TRUST + | DIR_Eng Medium Via Face to

DIRECT sized networking Face
7/1/14 engineering at EOA
firm day & EOA
Conference
8 TRUST + | DIR_Manuf Medium Via Face to
DIRECT sized networking Face
21/2/14 manufacturing | at EOA
firm day
- TRUST | Declined_1 Large retail Dropped
organisation | card off -
no
response
- TRUST + | Declined_2 Medium Via
DIRECT ' sized Networking
engineering at EOA
firm Conferenc
e
- COOP | Declined_3 Small sized Suggested
retail firm by trusted
friend
- COOP | Declined_4 National Identified
medium from Co-

sized retailer | operatives
UK
website,
then cold
called.

Table 4.8 Summary of Phase 1 organisations contacted

Note: the definitions of size (Small, Medium and Large) are taken from the
European Commission’s definition of Small and medium-sized enterprises
(SME’s) (European Commission 2014).

Note: From the very first two interviews it became apparent that my simplistic
view that an organisation might be a trust or directly owned was inadequate.
Where employees directly owned shares, it was frequently done in conjunction

with a Trust holding shares on behalf of employees as well. These are therefore
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examples of the hybrid model discussed in chapter two hence the dominant

ownership type is shown above in bold.
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4.3.1.1 DIR_Professional

Pseudo Name

DIR_Professional

Ownership Type

68% owned by employees either in trust (all
employees are members) or directly owned thorough
share purchase (approximately 2/3rds have acquired
shares). 32% is externally owned (acquired before EO
was an option). The target is to be 100% employee
owned by 2017°.

Dominant DIRECT

Ownership Type

Lifespan (starting | 25 years (1988).

year)

Number of 1600

Employees

Sector Personal Services

History of EO The organisation was started with private investment

by one person with external help. After seeing a
successful model of EO run by his father, the founder
chose to make it employee owned from 2000, where
all employees became beneficiaries of a trust and
were given the option to buy further shares if they
wished. EO is seen as irrevocable and core to their

way of working.
National/Global National
Multi-site Yes.
Contact Person HR Director.

Access Method

After attending the EOA Conference in 2013, | cold-
emailed the organisation specifically asking to speak

to the HR director and received a positive response.

9 From a conversation with a current employee at the EOA Robert Oakeshott lecture, 20/3/15 in

London
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4.3.1.2 DIR_Consultancy

Pseudo Name

DIR_Consultancy

Ownership Type

Majority owned by the 3 founders (all
directors/employees). 13% of shares are in a SIP
(Share Incentive Plan) where shares are given directly
and personally to employees. Potentially in the future
employees will also be able to purchase shares. 5%
belong to an EBT (Employee benefit Trust) where all
employees are members automatically of the trust,

subject to a probationary period.

Dominant DIRECT

Ownership Type

Lifespan (starting | 3 years (2010).

year)

Number of 30

Employees

Sector Professional Services

History of EO Founded by 3 colleagues, who all left a FTSE 100

organisation. From their previous (negative)
experience they wanted to create an employee owned
business from the start so took professional advice
from Baxendale on how best to do this. The

recommended solution was the result.

National/Global

Local

Multi-site

No.

Contact Person

Director/Founder.

Access Method

Contact with one of the employees who | met at the
EO conference in 2013, who then gave access to the
director.
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4.3.1.3 COOP_Shop (This becomes Coop2)

Pseudo Name

COOP_Shop

Ownership Type

100% Cooperative - however operates as a sociocracy

where decisions are made by consensus rather than

voting.
Lifespan (starting | 17 years (1996)
year)
Number of 44 members, 6 probationers, 10 casuals.
Employees
Sector Food retail
History of EO Created from the start as a worker coop, has

continued to grow from its original three founders.
Probationers serve a 7-month period after which the
entire cooperative votes as to whether they should
become members and pay for their £1 share.

National/Global Local
Multi-site No.
Contact Person HR Director

Access Method

Contact was initiated via a colleague at the University

who introduced me directly to the HR director.

4.3.1.4 COOP_Service

Pseudo Name

COOP_Service

Ownership Type

100% Cooperative

Lifespan (starting

21 years (1982)

year)

Number of 32

Employees

Sector Professional Services

History of EO Originally created as a worker cooperative from the

outset by seven founders.

National/Global

Local
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Multi-site

No.

Contact Person

Company secretary and commercial manager (just

one person).

Access Method

Cold emailed after looking through Coops UK website
for local Cooperatives, specifically asking to speak to

senior manager.

4.3.1.5 TRUST_Service

Pseudo Name

TRUST_Service

Ownership Type

100% Trust owned by all employees. Shares are not
evenly distributed; they cannot be purchased only
accumulated due to length of service (gain 1.5 shares
for each year of service) and position within the

organisation (seniority is rewarded).

Lifespan (starting

67 years (founded in 1940s, moved into EO in late

year) 1980s)

Number of 11,700 (4,500 in the UK)

Employees

Sector Professional Services

History of EO Create by 2 brothers with some external partners.

When they came to retire, they decided to move the

| organisation into EO.

National/Global Global
Multi-site Yes.
Contact Person HR Director

Access Method

Made personal contact via a colleague at the company
after hearing a speech at the EOA Conference in
2013. | specifically targeted the HR director.
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4.3.1.6 DIR_Service

Pseudo Name

DIR_Service

Ownership Type

100% Directly owned, however only 56% of the
employees choose to purchase shares following their
one year probation. Therefore 44% choose not to own
shares. Shares are purchased and cannot be kept
outside of the organisation (i.e. on retiring or leaving
they must be cashed in.)

Dominant DIRECT

Ownership Type

Lifespan (starting | 53 years (1960)

year)

Number of 9000

Employees

Sector Professional Services

History of EO Originally created by 3 founders they decided to give
employees the option to purchase shares from the
beginning.

National/Global Global

Multi-site Yes.

Contact Person HR Principal

Access Method

Made personal contact after hearing a speech at the

EOA Conference in 2013 given by the interviewee.

4.3.1.7 DIR_Eng

Pseudo Name

DIR_Eng

Ownership Type

Direct and trust owned. Employees must buy a
minimum quantity of shares as a condition of their full
employment (i.e. once they have passed probation).
They can then optionally purchase more if they wish
(some do, some do not). Hence the distribution of

shares is not equal and the founder holds significantly
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more than average. The remainder of the shares are
held within a trust for all members of an umbrella trust.
(Note some non-executives are given shares rather
than paid for their services so this is external

ownership but relatively insignificant.)

Dominant DIRECT

Ownership Type

Lifespan (starting | 14 years (2000)

year)

Number of 50

Employees

Sector Engineering/Manufacturing

History of EO This organisation was purchased out of a business run

by the MD’s father in 2000. At this point employees
could optionally purchase shares in the business
however it was not until 2006 that EO was formally
introduced. Ownership via share purchase is now

mandatory on joining the organisation.

National/Global

Local

Multi-site

No.

Contact Person

Managing Director (and founder).

Access Method

Originally met the MD at an EOA event and

subsequently phoned up to arrange access.

4.3.1.8 DIR_Manuf

Pseudo Name

DIR_Manuf

Ownership Type

On starting an employee must purchase at least 5% of
their salary ih shares (via a loan over a 12-month
period). There is the annual option to purchase more if
they wish and they must be sold within 5 years of
leaving the organisation (or quicker if they have served

less than 5 years on a year for year basis.) The

113




remainder of the shares are held in trust for all the

employees.
Dominant DIRECT
Ownership Type
Lifespan (starting | 33 years (1980)
year)
Number of 120.
Employees
Sector Manufacturing.
History of EO The firm was started by two partners and transferred

into EO in 2004 following the sudden death of one of
them.

National/Global Local
Multi-site No.
Contact Person HR Director

Access Method

Via contact at the University who introduced us.
Specifically targeted the HR director.

4.3.2 Phase 2 organisations
This section provides a similar introduction to each of the organisations that

agreed to take part in Phase 2 of the research. More information is provided for

these organisations because of their greater role in the overall research;

however, anonymity is still observed. Fieldwork took place during the period

February to July in 2014.

From Schein’s (1992) definition of organisational culture concerning

shared assumptions that are valid and therefore passed onto the next

generation, it is important to have a deeper understanding of the history of

these organisations to see how the original understandings were first created.

4.3.2.1 Coop1

Pseudo Name

Coop1

Ownership Type

100% worker cooperative

Lifespan (starting

year)

37 years (1977)
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Number of 150 + 35 casual workers

Employees

Sector Wholesale food retail

History of EO See below. Created by its founder then sold in 1977 to
7 members who created the cooperative from the
outset.

National/Global Local

Multi-site No

Turnover £40m

Contact Person HR Director

Access Method Via a contact at the University who introduced us.

4.3.2.1.1 Coop1 history
From the initial seven members of the cooperative, the organisation has moved

premises several times as it has grown. It now resides in a purpose-built unit on
an industrial estate in roughly the same locality. The membership has grown to
150 members as well as having several people on temporary contracts. The

turnover is approximately £40m.

4.3.2.1.2 Coop1 ethnographic experience
Access to Coop1 for a month long ethnographic placement had been verbally

given in discussions with the HR director, some months prior to attending.
However when trying to email and finalise exact details of when to come, the
responses became slow and unforthcoming. After some pressing it became
apparent that the HR representative could not host me and that another
member had to be found to do it. In addition, it would no longer be a month.
Repeated email requests over some months by the HR director around the
membership did finally provide a contact who was prepared to host me for one
day. This was less than desired but taken with a view to possibly being able to

extend once on site.

On the visit day, | was met by my host and two interviews had been
prepared in advance for me to attend. One was in the staff canteen, a noisy but
important hub within the organisation, the other being outside due to the sunny
weather. | also interviewed my contact and a member volunteered themselves
on spec as well as volunteering a casual worker for them. | was given free
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access to look through the record of past minutes of the management
committee meetings. We returned to the canteen for lunch where members on
long tables were happy to talk to me and at the end of the day, my contact took
me on a tour of the warehouse. Throughout the day | had contact with nine

individuals or groups.

One member suggested that | come to the upcoming Quarterly General
Meeting that all members are requested to attend, so on my return home |
emailed to see if this was possible. After a delay of a few days | was invited to
come, on the understanding that a vote would be taken at the beginning of the
meeting to see if | could attend. If the membership decided against it | would not
be allowed access. On the day, | drove to the external meeting venue and
waited in the car park, chatting to members prior to the meeting. Once the
meeting started, the vote was taken immediately and | was allowed in to
observe. | managed to find my contact person who could explain to me what
was going on and give me some background to what was being discussed.

Hence | did achieve more than the initial day but still less than | had hoped for.

4.3.2.2 Coop2
Coop2 and COOP_Shop are the same organisation. It was not expected that a

Phase 1 organisation would also be used in Phase 2, however due to the
restricted access to Coop1 it was considered to be beneficial to get a better
understanding of worker coops by revisiting this cooperative. The table below
shows the updated information from the interviews, which took place only seven

months after the Phase1 interview.

Pseudo Name Coop2

Ownership Type 100% Cooperative

Lifespan (starting 18 years (1996)

year)

Number of 59 members and probationers, 20 casuals.
Employees

Sector Food retail

History of EO Created from the start as a worker coop, has

continued to grow from its original three founders.

Probationers serve a 7-month period after which the
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entire cooperative votes as to whether they should
become members and pay for their £1 share.
National/Global Local
Multi-site No.
Turnover | £6m
Contact Person HR Director
Access Meth‘od Via a contact at the University who introduced us.

4.3.2.2.1 Coop2 history
The organisation was created as a cooperative from its outset, based on a

successful model from another shop. It quickly grew beyond expectations,
leading to purchasing its own premises and extending the building where

possible. It continues to remain profitable and busy.

4.3.2.2.2 Coop2 ethnographic experience
Following the initial interview for Phase 1 and the limited access to Coop1 in

Phase 2, the contact within Coop2 was contacted again to see if further access
could be given. This was willingly provided and a single date arranged later that
month. On arrival, | was able to interview the HR director again to see what had
changed in the intervening seven months. The remainder of the day was taken
up with pre-arranged interviews with members. Initially this was done in a very
hot office but then moved outside to a roof space which was cooler but made
the voice recordings harder to capture. | had no time to find additional members
but did purchase my lunch from the shop and was free to observe the business

in action. In total I interviewed eleven individuals on the day.

4.3.2.3 Direct1

Pseudo Name Direct1

Ownership Type Directly owned by employees with all other shares
held in trust for all members of an umbrella
organisation (made up of three EO business, that is
Direct1, DIR_Eng above and another one, spun out of
Direct1.) Within their first-year employees must
purchase £1000 worth of shares in the organisation
and have the option to buy more if they wish. Larger
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holdings are required for more senior appointments.
Approximately 25% of employees have the minimum
amount and therefore 75% have more than the
minimum, typically the longer the employee has
worked there, the more they have. Shares can be kept
on retirement otherwise they cannot be kept if leaving
by choice. The founding two partners hold significant
amounts of shares however to reduce their
shareholding they have voluntarily chosen to give up
half of their shares to an umbrella organisation which
will hold them in trust for the benefit of the trust
members. The transfer of shares is a 10-year process
(finishing 2021). The trust also prevents the
organisation from ever being sold for profit. A minimum
of one third of post-tax profits is paid as dividend
(enshrined in the articles). One of the founders (now
retired but still a non-exec director) and some other
non-executives hold some shares otherwise the

ownership is 100% employees.

Although this might appear to be a trust based or
hybrid, the ethos of the organisation is very much
about “direct” ownership. Employees must be personal
share owners and at this point the trust has only been
going for two years (started in 2011) so there has been
little benefit or dividend for members. Eventually the
trust will own 60% of the shares and no one person

will own more than 10%.

Lifespan (starting | 25 years (1988)
year)

Number of 400
Employees

Sector Manufacturing
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History of EO See below. The company was formed in 1988 with
employees given the option to purchase shares if they
wanted to. In 2010 it was made mandatory for all

employees to own shares (existing and newcomers).

National/Global Global

Multi-site Yes.

Turnover £40m

Contact Person Special Projects manager

Access Method Originally through a contact within the University, the

organisation was approached following some
successful research for an MSc dissertation (Wren
2011).

4.3.2.3.1 Direct1 history
The following history is based on an interview with the founder on 10t March

2014 on-site at Direct1.

The founder of Direct1, who is still a non-executive director and a proud
Yorkshire man, built his first manufacturing company in direct competition to a
sole supplier with a monopoly. This was very successful and led to selling his
company back to the competitor. During the sale he was aware that not only he

had invested his effort in the organisation but his workforce had too.

“I did very well out of the sale but | thought it was wrong that | should
take all the money when everyone else contributed to making it. So part
of the deal, what we did when we sold the business, was that 10% of the
proceeds went to the employees.”

He then created Direct1 based around a unique, innovative product,
along with seventeen employees to whom he gave the option of purchasing
shares, thirteen of which chose to. Subsequently the company grew (though not
always) and each year every employee has had the option to purchase shares.
In 1996 10% of the company was sold to an investor (and has now been bought
back - 2009) with the condition written into the articles, that one third of post-tax
profits would be given as a dividend to shareholders. Mandatory ownership was
discussed in 2006 and rejected however in 2010 it was introduced so that
existing employees as well as any new employees had to purchase a minimum

amount (£1000, although this is reduced to £50 for the office in India). At this
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point an umbrella trust was set up, from three organisations (Direct1, DIR_Eng
(sole supplier of raw materials to Direct1) and a spin off from Direct1). The
shares from the two original owners are now being voluntarily given into the
trust at the rate of £600,000 per year over a ten year period. The dividend from
the trust is then shared amongst the trust beneficiaries (who are all the
employees of the three companies) on an equal basis. The board members of
the trust represent each company in a proportion to the number of employees in
that organisation and are freely voted for. Now the organisation employs 400
people and has a turnover of £40m. It is based over three local sites as well as

having offices in France, America and India.

4.3.2.3.2 Direct1 ethnographic experience
When the research started | was allocated a hot-desk in the open plan office

area and given free permission to go anywhere in the factory and office and talk
to anyone | wanted to. | could attend at times convenient to myself and did not
need to sign in or wear any form of identification. | made appointments to
interview the Managing Director, Founder and representatives from People and
Culture. On my first day | was booked in to see three team leaders and on
another day | was taken to a different site to meet a director and his team. Other
than these appointments, all other conversations were initiated by me and took
place at the interviewee's work area (desk or machine) - | had been requested
not to interview people in the rest room as employees would be on their break.
The interview with the MD took place at his desk in the open plan office in full
view of all other staff. Except for two people (one had poor English and the
other was busy) everyone was happy to talk to me. Some of them were aware
of who | was once | had introduced myself and this recognition grew as |

continued to spend time on site.

4.3.2.4 Trust1
Pseudo Name Trust1
Ownership Type 100% trust owned on behalf of all its employees.

Lifespan (starting | 100+ years
year)
Number of 50,000+
Employees

120



Sector Retail

History of EO See below.

National/Global National

Multi-site Yes.

Turnover £1bn+

Contact Person Section Manager

Access Method Contact was made at an academic conference (White

Rose Consortium 2014) with a senior ex-employee
who could provide contact details for a branch
manager. This was followed up and access was
agreed with the branch and central office.

4.3.2.4.1 Trust1history
Trust1 was originally a family shop which has subsequently expanded into

being a national chain. It was converted into a trust owned business on behalf
of all its employees, mid-way through the last century, primarily as a moral
response to the inequality between the owners and the employees. Through
acquisitions and new shops the organisation has grown significantly and
provides an annual bonus for each employee dependent on the profits created
in the previous year. The organisation is organised into branches and regions
throughout the UK. Employees are elected on to governance boards to

represent the workforce.

4.3.2.4.2 Trust1 ethnographic experience
Access to the specific branch was obtained at a meeting with the Branch

Manager but had to be subsequently approved with the Central office. On my
first day | was instructed to prepare a presentation to the management team
within the branch to explain exactly what | was doing and what | wanted from
them. In the end | delivered the same presentation three times; firstly to the
management team, then to the managers who had been on the shop floor and
could not attend the first briefing and then to the elected team that represented
all of the employees within the branch. Subsequently | was taken on a tour of
the entire building, including the shop floor, office space, stockrooms, staff

canteen, unused office block and the loading bay. | was allocated my own
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closed meeting room and given permission to go anywhere | pleased and talk to

anyone | wanted to.

Each day, on entering the store | had to hand in my personal bag/coat
and carry all other equipment (pens, notebook and voice recorder) in a clear
plastic bag. This is standard procedure for all staff to help prevent theft. On
leaving each night | had to press a red “Search” button; if it randomly stayed lit |
then had to empty my pockets again to show that | was not stealing anything. |
*arranged specific meetings with the Branch Manager, HR representative,
elected body chairwoman, and a regional representative; all other interviews
were spontaneously carried out. Three people volunteered themselves to be
interviewed (two managers and a member of Business Protection). | was free to
attend when | wanted and able to participate in several daily staff meetings. |
continued to attend the management meeting every week as well as have a
catch-up meeting with my contact (an operations manager) on a weekly basis.
Information was readily and willingly provided for me to take home and no one
declined to talk to me. | usually ate my lunch in the staff canteen, which | found

to be a very useful source of conversation.

4.3.2.5 Trust2

Pseudo Name Trust2
Ownership Type 100% trust equally owned by two trusts; a charitable

trust that gives away its dividend for good causes and
an employee trust that distributes its dividend back to

the employees.

Lifespan (starting | 82 years (1932)

year)

Number of 380

Employees

Sector Manufacturing

History of EO In the mid-1960s, the 98% of the shareholdings were

evenly put into the two trusts by the founding co-
directors and on their deaths, without children (1980s)
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the remaining shares were transferred. This was done

to prevent outside ownership.

National/Global National

Multi-site Yes.

Turnover £25m

Contact Person Finance Director

Access Method Original contact made at an EOA event and

subsequently phoned up to arrange access.

4.3.2.5.1 Trust2 history
The company was founded by three partners each with different skills.

Following the Second World War, one partner dropped out, so the remaining
two (one male, one female, both unmarried) continued to grow the organisation
into a world leader in a niche field. Neither wanted nor needed outside help so
shares were never offered outside of the business. To prevent the company
ever being sold off, the two trusts were created that now hold all the shares on

behalf of the employees or for charitable purposes.

4.3.2.5.2 Trust2 ethnographic experience
The ethnographic experience regarding Trust2 is limited to an email

conversation to gain access and a single interview on site, with an
accompanying site tour. One hour was spent with the Finance Director,
including a detailed tour of the site. Although a prolonged period had been
requested for the research, it became apparent that being able to walk freely
around the site would be a safety hazard and was therefore understandably

declined.

4.4 Summary

This chapter has explained the analysis process that was followed and how the
themes were created from the data. A general inductive approach was adopted
(Thomas 2006) and data was coded, with the aid of software, to enable
qualitative data reduction to take place. The data was then split into different
ownership types to allow individual investigation of each type as well as a
comparison across types. From this, themes regarding the culture of each of the

types (cooperative, direct, trust and combined) were identified. Examples of
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performance and then reward are used to illustrate what was observed in the
field. The cultural themes for that specific ownership type are then revealed,
along with their explanation as well as examples of illustrative dialogue. These

themes are now presented in chapters 5, 6, 7 and 8 respectively.
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Chapter 5 - Cooperative ownership findings

5.1 Introduction.

This is the first chapter that focuses on the findings from the analysis stage. It
considers employee owned businesses that are worker cooperatives and
therefore aspire to the ICA (2014) principles of cooperative working. It considers
the research questions for this specific ownership type, firstly by focusing on
what was observed in the field concerning performance and reward
management (Q2) and then theorising about organisational culture in worker
cooperatives (Q1). The findings are drawn from the research at three worker |

cooperatively owned organisations, namely Coop1, Coop2 and Coop_Service.
Five key themes of worker cooperative culture are identified, these are:

Whole life perspective
Shared values
Self-owner

Self-control

A

Secure employment

Elements that are common to all three ownership types (coop, direct and trust)

are investigated and reported in chapter 8.

5.2 Performance and reward management within coops.

This section highlights and provides illustrations of performance and reward that
were observed in the field. In effect, this is looking at Schein’s (1992) artefacts,
values and norms as an attempt to get at the underlying beliefs. From these,

themes regarding culture are subsequently drawn out and explored.

5.2.1 Performance management within coops.
The probation period is a serious undertaking. It enables employees to

demonstrate their character and prove their ability at being able to carry out the
required tasks. This is a critical stage in the process of employees adopting the
existing culture according to Schein's (1992) definition of culture that talks about
teaching new employees "the correct way to perceive, think, and feel”. All the

coops researched demonstrated significant time, effort and money being
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invested into the recruitment and probation process. A lengthy probation period,

typically seven to nine months, was the normal practice.

“And so they are all members?
30 are, two are due to become members tomorrow, at the members
meeting tomorrow.
So is there a probation period?
One year.” - Coop_Service.

“‘We put people through, say a nine months trial membership program
which is very expensive, | think it cost us in the region of 10 grand [£10k]
per person.” - Coop1 member 3.

During probation potential members would undertake a number of roles
under the supervision of “overseers” (or team leaders). They were treated like
full members as far as possible (for example access to members meetings and
information) however there were limitations. Certain roles were excluded (for
example payroll) and privileges (for example being able to vote in member
meetings). Performance was monitored closely during this period, often
reported on a monthly basis. At the end of the period, a vote was taken by the
current membership as to whether to admit the employee as a member. If it was
not approved, the employment was terminated. This rarely happened though as
employees usually knew how members were feeling (from the regular feedback
they received) and either improved to the required standard or voluntarily left
the organisation prior to the vote. They might have already decided that they did
not want to work in a worker coop environment or to avoid the potential rejection

of being turned down.

‘People do get rejected; yes it is an interesting one because | think if they
do they know about it quite early on. They don’t gel. They end up pulling
out of it before it comes to the vote, but some people do get to vote and
don’t make it in. Yeah, it's a funny one. Some people, it's just democracy
at the end of the day. You can literally rub someone up the wrong way
and it won’t happen for you but people generally do try.” - Coop1
Member 1.

Rejection could be due to a number of reasons; inability to perform the
role, not willing to accept the cooperative principles or simply a personality
clash. The voting system allows the entire membership to decide who “fits” in

with the current culture and who does not.

‘Does anybody not make it past the seven months?
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Yes. It's not like loads of people but it could be anything you know.
We've had people with extreme lateness. That’s just unacceptable.” -
Coop_Service.

This approval method is very different to other organisations where the
decision to employ someone is'usually taken by a very small group of people,
possibly even just one person. Clearly in larger coops not everyone might know
the new recruit in detail; this was off-set by rotating employees around different
departments and the designated mentor providing written feedback for other
members to see, putting them in an influential position. This can make the
probation quite stressful for the new recruit, trying to impress a large number of
people. Allowing potential recruits to drift past twelve months employment was
considered unacceptable as it gave them a right to claim protected employment
status but still not be a member of the cooperative, which was an untenable

situation.

The financial rewards at Coop2 (flat salary of approximately £21k)
attracted two distinct groups of people into becoming members. There were
older members; these had had previous careers through which they had
established an acceptable standard of living/housing and were therefore now
content to maintain their current social and living standard. Alternatively, there
were typically younger or foreign workers, who were just starting their working
life (after university or travelling the world) who were excited to try something
out and enjoy the experience but potentially had to move on to a different job if
they wanted to buy a house or start a family in the relatively up-market locality.
Hence new members were not school leaver age but already had some

experience of life, either from working or travelling, before coming to the coops.

“The organisation tends to recruit more mature people. There are very
few school leavers who come directly to work here. The guy felt that this
made sense as you had to have a degree of confidence and the ability to
express it in order to take part in the debates that happen, and that many
school leavers don’t yet possess that.” - Field notes from conversation
with Coop1 member 6.

Being confident to speak and express an opinion mattered, otherwise
members were restricted in their ability to participate in the numerous debates
(officially in members meetings and unofficially around the canteen table). This
however did not mean that only extroverts could work in a coop but it was
observed that people either did speak freely or learnt how to do it (Kelman
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1958). Hoffman (2016, p168) refers to a greater freedom to express emotions in

coops as part of the interaction required,

“Often, members would describe how they would first engage in surface
acting and fake a required emotional response, but later would come to
have altered their own feelings so that they truly felt the required
emotions.”

This was observed in the fieldwork to.

“Do you have to be strong? Do you have to have a certain amount
of self-confidence to work here, in order to express your voice?

| don’t think so, | don’t think so. | was, when | started | wasn'’t like | am
now. If anything | think you gain confidence from working here. Like
really shy, just a completely different person. It is almost like, the
environment has been created that helps you improve but again because
of emails and things, because you are communicating in a different way,
I think it is easier for shy people, less confident to actually be able to
speak up and share their opinions so | don’t think, and everyone is just
very welcoming as well, so you feel like “Actually if | say something, | am
going to be so taken seriously” so that does help. Yes | do genuinely
think people gain confidence by working here.” - Coop2 member 11.

Support was provided to train people in public speaking and options were
given for members to express themselves in smaller group settings rather than
whole member meetings. Hence it appeared to be a supportive culture,
welcoming people who might lack confidence in speaking, thus avoiding a
power structure that excluded them instead. Although attending whole member

meetings was required, speaking was optional.

“some people find it very intimidating, they just don’t feel they can sit

there and talk in front of lots of people” - Coop_Service.

Alongside self-confidence, there is an expectation for members to be
able to self-manage themselves. Depending on the perspective there were
either no managers present or everyone was a manager. Therefore they were
responsible for how they utilised their time and how much discretionary effort
was expended (Saks 2006).

“.so0 in a way we have got 1560 managers, working here... self-managing,
that is a crucial thing because you have to be able to work on your own
and manage your own time because you don’t have anyone looking over
you necessarily and telling you what to do, so you need to be
comfortable with that and that sounds like an easy thing, or something
that everyone wants to do and do well but it is not as straightforward as
you think.” - Coop1 member 1.

128



“‘We are all managers of both ourselves and each other. | would say it is
more like guidance than management.” - Coop2 member 6.

This can lead to a tension between people wanting to do their own thing and
having the support and cover of a leadership team above them who take

responsibility for the difficult decisions that have to be made in organisations.

“He explained that he thought a number of people will be thinking “What
we need now is strong leadership but don’t fucking tell me what to do”" -
The contradiction between wanting someone to take charge but not
actually telling me personally what | have to do! - Field notes from Coop1
all members meeting.

With regard to personal performance, there was an expectation that
people would naturally want to do the best for the organisation and therefore
themselves via the resulting increased profit share. Where members were
considered to not be pulling their weight there was a feeling that self-guilt was
the primary motivation for correction rather than actually telling them, however
some peer performance management did take place either during appraisal
feedback or face to face in team meetings. This however appeared to be
confused with the attitude that no one is actually managed and therefore

nobody has the right to tell anyone else what to do.

“Researcher: So what happens if somebody isn’t pulling that 95%
of the 95%7? Do you just talk to them? Or do you just leave them to
it?

[Long pause]. Tricky subject actually. Not much is done, we have, there
are people who are considered that they don’t pull their weight, piss
takers and all the rest of it. It is just “okay, fine, be it on their own
conscience’. It is not a sore subject”. - Coop1 member 3.

Performance appraisals were carried out in all of the coops researched
but they were all done slightly differently. In Coop1, a member selected a group
of approximately 15 fellow members to feedback on their performance. In
Coop2 the entire membership (60 people) fed back on a member via an
automated email system, the results of which were then collated by the HR
manager and passed on anonymously to the member in a face to face meeting.
Coop_Service focused primarily on the technical performance of a member
(are they hitting all the necessary KPI's?) and much less on development
aspects. As long as the customer was satisfied, how it was achievéd was of

little consequence. The underlying feeling was one of complete autonomy:
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“I'm a member you can’t tell me what to do, I'm a member. [Laughter].” -
Coop_Service.

Hence individuals saw themselves as being powerful, having significant self-
regulation in how they behaved. Appraisal frequency was usually yearly or
sometimes even longer (up to two years in Coop1) which allowed for a
significant time for a member to drift before corrective action would be

acknowledged as being required.

5.2.2 Reward management within coops.

5.2.2.1 Financial reward within coops.

All of the coops researched had the same basic financial reward structure of
paying a regular salary enhanced with some form of profit or surplus share,
distributed periodically during the year.

In two of the worker cooperatives (Coop1 and Coop2), pay was not
bench marked against the market but was determined by being the maximum
that the coop could afford based on current performance and the financial state
of the organisation. Hence it could go up as well as down. However in 2015,
Coop1 had a 5% rise and Coop2 had a 10% pay rise against a UK average
wage increase of 2% (Scullin 2015). The wages paid were also consistent
across the organisation for each member. In Coop2 everyone received the
same hourly rate (£11per hour or full time equivalent (FTE) salary ~ £21k.) and
Coop1 chose to pay everyone the same nett pay (FTE salary £29k), hence
wages were individually amended to cater for different tax codes so that the
final figure was the same for all members (subject to the number of hours

worked).

‘[Coop1] is a fully democratic workers’ cooperative. All cooperative
members and employees receive the same net hourly rate of pay, no
matter what their job or responsibilities.”- Taken from Coop1’s ethical
policy.

Therefore compared to the external market, some manual workers (e.g.
warehouse pickers, shelf stackers) were receiving more than the external
market rate and for some office workers (e.g. HR director, marketing) they were
receiving less than the external rate. Partly to compensate for this, employees

undertook both technical/managerial roles as well as manual work within the
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space of a normal week. Hence the HR director might perform an HR role three
days a week and then drive a forklift in the warehouse for the other two.

“Some people like [name] works in the canteen but she is also on the
marketing and PR team, she does sales, she does credit control, in fact
what don’t you do?” - Coop1 member 3.

This rotation was also seen to dilute some of the stress related to responsible

positions and balanced the workload amongst the members.

“l get a day playing, here in the toy room [warehouse] on all the toys
[forklifts, electric pallet movers].” - Coop1 member 3 (Sales account
representative and warehouse operative).

The cooperatives employed temporary workers, either to cater for
increased demand or as part of the journey of probation towards becoming a
member. Coop2 choose to pay a reduced rate than those for members (80% of
the members pay rate in 2014). Hence the added responsibility of being a
member was recognised financially and it also included the profit share, which

was not available to temporary members.

Although staff turnover was actually very low, retention of members using
financial inducements was not possible, since the terms of reward were not
individually tailorable and people had a free choice to accept or reject them.
Hence retention focused on other aspects of work, for example by making the
working week more amenable - reducing hours, term-time only contracts,
changing work days or shift times and access to unpaid leave but not on
personal financial inducements. This was particularly important for employees
who had dependants or desired time away from work and was therefore seen
as incredibly valuable. Once an employee had met the minimum requirements
for hours worked per week, it provided a great deal of flexibility and individuality
within the working week which is not always available in a traditional

organisation.

“I am part-time, which is also a really valuable part of the organisation,
that a lot of us are able to flex our working week around childcare
responsibilities and other things outside of work which is incredibly
valuable for me. It is really crucial at this stage in my life” - Coop1
member 7.

Coop_Service had a different pay policy and chose not to pay a flat rate

across all members. This was considered necessary as some members were
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highly skilled within a niche employment market, so in order to attract such
employees a comparable market rate had to be paid, although it was
acknowledged as being lower than the market rate. This could not be reflected
in all members pay otherwise the coop would become unviable; therefore there

were unequal rates of pay. Hence the pay rates were sector dependent.

“‘We have some people that are much more skilled than others and in this
industry we wouldn’t be able to pay people just a flat rate.” -
Coop_Service

The surplus profit share or “interest on member’s shares” was relatively
small in comparison to the annual salary and as such it was not seen as a great
incentive (approximately £2k or 7% of the salary in Coop1 and £1600 (8%) in
Coop2 per year). It was only paid to members and not to temporary workers.
The allocation of the bonus to each member was also very specific to each

coop, with a view to maximising it legally under current tax legislation.

‘now 50% we all get just because we are a member, we have those
responsibilities so that is shared out equally regardless of how many
years you have been here, 25% is for your service, length of service
which is maxed out at 10, then 25% is your hours, contractual hours.” -
Coop2 member 10.

Coop-service, choose to divide the profit equally amongst all members
regardless of whether they were part-time or full-time since they were all
members who had paid £1 for their share. However the method of calculation

can be a cause of tension amongst members.

‘I feel | work just as hard as someone who is just starting here so I think
it is very unfair and a lot of people do as well.” - Coop2 member 10.

‘I thought it was quite unfair considering we are a workers coop” -
Coop2 member 1.

In some cases the profit share was not a significant amount of money as

shown below in response to hitting the sales target required to trigger a bonus:

“There was one year when we nearly reached it but it became a bit of a
Joke like, “We’ve almost reached it, if we just get another hundred
pounds we will get it!” so everyone did their massive shop to hit the
target, it was bit like a joke. It's definitely not an incentive; people are
working hard here anyway.” - Coop2 member 1.

132



In setting the pay rates and profit dividend, there was an emphasis on
providing secure employment for both current and future members. Hence a

conservative approach was often taken.

“We know we could definitely pay ourselves a bit more but it gives us a
bit of a cushion” - Coop2 member 1.

This philanthropic perspective of providing future employment was
important. The desire influenced the purchasing and renovation of property
(therefore a significant cost) and impacted on the financial rewards that were
available to the current membership. Hence there was an avoidance of short
term, profit maximisation and instead an emphasis on building for the longer

term for people who were not even part of the organisation.

“No we are here fo keep people in work that's our main thing. We are
here for employment, yes. It is nice to make a profit but if we don’t make
massive profits then it is not, you know, it's more about being here next
year. Same as when we bought the building, it is more about the future
generations that are going to work here.” - Coop_Service member.

A policy of avoiding redundancy wherever possible was also consistent
although this was not always achieved. Members resorted to reducing wages
and hours in order to maintain the membership however in dire circumstances

even this was not enough.

“so we had to make redundancies which is unheard of in a co-op, so we
have lost a couple of major contracts and had to make some big
changes.... So we just had to make the decision in a members meeting,
we talked to the members and said we just cannot carry on. Obviously
we had no redundancy matrix in place or anything so we had to do a
matrix to work out who we had to lose. So it was pretty bad.”
Coop_Service member.

Whether all workers should actually be members was a contested view
point, which was vigorously debated in public. By maximising membership it
fulfilled the desire for full employment and solidarity of working providing
opportunities for all. However by minimising the membership and employing
temporary workers it maximised the profit of members but reemphasised the

dominant capitalist owner-servants status (Erdal 2011).

“The guy who | had previously identified as “cigarette guy” expressed his
opinion that it should be 100% membership rather than a large bank of
casual workers - this received a round of applause, possibly
demonstrating the schism between a utopian fully co-operative
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