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Workplace Democracy

workplace democracy 
A mode of economic organization that widely and evenly 
distributes ownership and governance rights among a 
plurality of workers (Dow 2018, Rothschild-Whitt 1979) 

• A source of public policy interest 

• A range of “positive externalities” (Wright 2010) 

• Employment stability 

• Reductions in intra-org inequality 

• Civic engagement 

• Economic integration of marginalized groups



What About their Market Viability?
Extremely rare: worker cooperatives are approximately 2% 
of firms globally (UNDP) 

Prior Explanations 
 Alternative goals (Vanek 1970) 
 Internal coordination costs (Hansmann 1996) 

Empirical evidence is mixed (for review, see Dow 2018) 

Research Question 1: Under what conditions is 
workplace democracy economically viable?



Advancing social justice, promoting decent work

Market Performance Without Compromising Social Benefits?
• Implication of tradeoff between social and economic benefits 

• Cost of power equality is increased transaction cost (Hansmann 1996) 
• Pursuit of worker wealth maximization at cost of firm profit maximization (Vanek 1970) 

• Interest in combination of market and social goals (Battilana et al. 2017) 
• Corporate social responsibility 
• Hybrid organizations 

Research Question 2: Under what conditions can workplace democracy achieve both 
social and market performance?
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Market Outcomes in Knowledge-Intensive Industries

• Organizational scholarship emphasizes value of self-managing organizations in 
knowledge intensive environments 
• Less hierarchical firms facilitate adaptability and flexibility in project-based work (Mintzberg 1979) 
• Diminished hierarchy encourages knowledge exchange (Adler 2001) 

• Professional Service Firms commonly adopt partnership structures 
• Professional service firms do knowledge-intensive work 
• Widely distributed authority leverages expertise and worker knowledge (Maister 1993) 

H1: The market performance of worker cooperatives will be greater in more 
knowledge intensive industries. 



Social Outcomes in Knowledge-Intensive Industries

• Focus on income inequality 
• Knowledge intensive industries generate increased inequality  

(Wilmers 2020; Lin and Tomasckovic-Devey 2013) 
• Unequal bargaining power for knowledge workers and capital providers 

• Inequality in knowledge-intensive industries leaves more space for worker 
cooperatives to push inequality downward 

H2: Reductions in income inequality from worker cooperative structure 
will be greater in knowledge intensive industries



Administrative Data on Worker Cooperatives in France

• Worker Coops in France 
• Spread across geography and industry 
• Varied in size 
• approximately 2500 worker cooperatives 

• Data 
• Linked employer-employee data from 

government tax records 
• Firm and employee population 

• Unbalanced longitudinal data – 2005-2015 



Empirical strategy

• Analysis relies on two matched samples 
• Non-switchers – stable org structure (coop/non-coop) over time 
• Switchers – org structure (coop/non-coop) shifts within time series 

• Two measures of knowledge-intensity 
• % tertiary educated workers 
• R&D investment 

• Two estimation approaches 
• Random effects (with non-switchers) 
• Firm fixed effects (with switchers) 



Models

Market Performance Model Social Performance Model

- Cobb-Douglass production function 
- DV: value added  
- EVs: Knowledge intensity binary, 

cooperative binary, KI-coop 
interaction 

- Controlling for capital inputs, labor 
inputs 
- Firm fixed effects in switcher sample 

- DV: Standard deviation of annual 
income within workplace 
- EVs: KI binary, coop binary, KI-coop 
interaction 
- Host of controls 
- Fixed effects in switcher sample



Market Performance Model:  
Marginal Effects with R&D Innovation Measure 

SWITCHER 
SAMPLE

NON-SWITCHER 
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Market Performance Model:  
Marginal Effects with Education-Based Innovation Measure

SWITCHER 
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Social Performance Model:  
Marginal Effects in Non-Switcher Sample

Education-based Innovation 
Measure

R&D Innovation 
Measure



Some Concluding Points

Cooperatives are both more productive and more egalitarian in knowledge 
intensive industries 

No “trade-off” between economic and social goals 

Scholarship on social responsibility, social enterprise, hybrid organizations 
may pay closer attention to formal structures that facilitate pursuit of dual 
goals 

Practically, worker cooperative advocates may encourage knowledge intensity


